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Abstract:

Background: Recent welfare cuts implemented by many governments around the world imply a shift of
retirement responsibilities onto individuals via private pension plans and personal retirement savings. To
reduce corporate and governmental responsibilities for pension planning while increasing life expectancy, an
in-depth study of individuals' retirement saving behavior is required.

Materials and Methods:Douglas Hershey retirement planning model was used to develop the research model.
Partial least square structural equation modeling (PLS-SEM) was used to analyze 444 sample data collected
from the respondents who are mainly Nigerian workers. To provide a comparative result, PLS-MGA, was
applied to evaluate the level of differences between the public and private sector workers.

Results: The results with overall samples suggested that financial planning activity has a significant positive
impact on retirement savings behaviour. While knowledge of financial planning, future time perspective and
retirement goal clarity impacted positively on retirement planning activity. Similarly, future time perspective
impacted positively on both knowledge and retirement goal clarity. The result of the PLS MGA shows two
relative convergent results indicating a significant difference between the public and private sector workers in
the relationship between financial planning activity and retirement savings behavior and future time perspective
and knowledge of financial planning for retirement.

Conclusion:Practitioners are therefore, advice to encourage workers to engage in information-seeking
activities, attend financial seminars or designing a workplace retirement preparation program to improve the
workers savings behavior.
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I.  Introduction

Recent development in welfare cuts implemented by many governments in countries of the world
implies a shift of retirement responsibilities onto individuals through private pension plan and personal
retirement saving 2 In order to reduce corporate and governmental responsibilities for pension planning
coupled with increased life expectancy requires an in-depth study of individuals’ retirement saving behavior.
Research on retirement planning and savings usually shows that there is serious cause for concern®. Many
workers in developed and developing countries lack easy access to retirement savings. Lack of opportunities to
start retirement savings and encouragements to set aside certain amount of money for retirement is narrowing
many people’s ability to accumulate savings. To support a reasonable level of income in retirement, the workers
are expected to save 10% to 15% of their average annual income. Today, individual's retirement savings rates in
most countries are far below expectation 2. The shortfall in retirement savings for the eight largest pension
markets in the world was estimated at $70 trillion while the increase in longevity should be celebrated, longer
lifetimes are presently increasing the cost of retirement. Hence, the retirement savings gap is projected to
increase significantly. If measures are not taken to increase the levels of retirement savings, the gap may likely
grow to $400 trillion by 2050%

In the last decades, issues on retirement saving were handled by economists, accountants, and financial
advisors. More recently, economists have found psychological concepts to be good enough in explaining
economic and financial behavior®“. Since then, researchers have progressively incorporated variables from other
disciplines such as psychology in their empirical studies and accumulated evidence for integrated models of
retirement saving®®. Theoretical revisions have emphasized the important contributions of psychological
variables to retirement savings research. Thus, the objective of this study is to examine the factors influencing
the retirement saving behavior of the public and private sector workers in Nigeria and identify the differences
between them.
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Many studies express serious concern about the incidence of financial bankruptcy among people during
retirement’®, Financial sustainability and provision of public and private pension is at risk because many
governments around the world have recently adopted welfare cuts by shifting retirement responsibility onto
individuals via private pension plans and personal retirement savings in order to reduce financial deficit
orchestrated by increased in life expectancy™?°. On the other hand, financial analyst has recently expressed
concern about the poor domestic savings behavior of most African countries, including Nigeria, compared to
other areas of the world. Nigeria gross domestic savings fluctuates after the 2012 increase of 33.16%. In 2020,
the world bank forecast stood at 23% compared to 22.44% in 2019 Despite the rising trend of private savings
in Nigeria, the country is still marked by low investment, implying that the average saving rate ratio is still far
from impressive™. Meaning that it will be difficult for Nigerian retirees to have adequate income in retirement.
In an effort to better understand the reasons why individuals are not saving at an adequate rate, researchers are
focusing their attention on the factors that influence the tendency to plan and save. Understanding the motives
that underlie individuals’ retirement saving practices is important because many, if not most future retirees, will
need to rely on personal savings to maintain a reasonable replacement income. The reason behind this study is to
build upon the behavioral finance literature by examining the saving behavior of the workers through
psychological theory. Specifically, the study is designed to explore the extent to which retirement planning
activities, knowledge of financial planning retirement goal clarity influence retirement saving behavior of the
workers.

Il. Literature Review and Hypothesis Development

Retirement Planning Activity and Retirement Saving Behavior

Retirement planning activities is a multi-step, time-consuming process which guarantee a comfortable,
secure and enjoyable retirement. Achieving happiness and self-contentment in retirement, dependent on a
number of basicactivities which include, building a financial safety net, excellent health, satisfying social
interactions, and participating in recreational and professional activities'*****' Previous studies argued that
planning activities, encompasses a wide range of behaviors which includes information-seeking activities from
retirement counsellor'®*’. Group-oriented educational interventions, such as attending a financial seminar*®or
partaking in a retirement planning program organized in a workplace'®?’. The relationship between retirement
planning behaviors and individual savings behavior has been long-established. As reported in the literature, the
level of retirement planning activity has a direct relationship with retirement savings®.both in the aspect of
saving adequacy? and effective savings contributions® **opine that attending retirement seminars has positive
impact on a range of saving behavior. On the other hand, **added that reading investment books or pamphlets,
listening to financial programs on the radio or television, and accessing financial planning websites on the
internet are all standard ways of obtaining financial informationwhich in turn, inspires savings behavior®**.In a
comparative study, *°conducted a Panel data study between the public and private sector workers. The findings
indicate that public sector workers who participate in defined contribution plans have larger balances in their
plans and contribute more to their retirement plans compare to private sector workers. Thus, it is hypothesized
that:

Hla: Retirement planning activity has a positive impact on retirement savings behavior of the workers.

H1b: There is a significant difference between retirement planning activity and retirement saving behavior of the
Nigerian workers

Knowledge of Financial Planning and Retirement Planning Activity

Financial knowledge is considered as one of the psychological variables that has gained a lot of
attention in the saving literature because people need to know more about retirement savings and investment
strategies in order to have a better retirement life””. Financial knowledge therefore is defined as the sum of
financial information that has been explored and systematically collected®.Conventionally, one needs to have a
good knowledge of financial concepts before making any responsible financial behavior. However, knowing
what to do does not guaranteed optimal behavior®. For instant considering the complex nature of individual
financial decision-making, initiating the process of reasonable financial actions can be scary, because any
failures or distractions can affect long-term financial behaviors such as retirement planning. Therefore,
individuals need to have good financial ideas and at the same time possess long lasting positive self-perception
to serve as emotional resources which will in-turn assist in motivating saving behaviors in such a challenging
context™.

Many research established that financial knowledge is positively related to retirement planning
activities. For instance, **conducted a study using a four-item scale to assess perceived financial planning
knowledge of some workers. The results obtained suggested that perceived level of financial planning

DOI: 10.9790/5933-1305020113 www.iosrjournals.org 2 | Page



Impact of Psychological Factors on Retirement Saving Behavior of the Nigerian Workers

knowledge was discovered to be a major predictor of pre-retirement planning and saving. Therefore, those who
knew more about financial planning often assumed they were better financially prepared for retirement.
Similarly, Robb and Woodyard (2011) reported that objective and subjective financial knowledge has a
significant influence on financial behavior, with subjective knowledge having a greater impact on savings.
$2conducted a replicative study with the aim of exploring the factors contributing to perceived adequacy of
retirement savings among Hong Kong workers, suggested that financial knowledge has a strong impact on
planning activities. Thus:

H2a: Knowledge of financial planning has a positive impact on retirement planning activity of the workers.

H2b: There is significant difference between knowledge of financial planning and retirement planning activities
of the Nigerian workers.

Future time perspective and retirement planning activity

Future time perspective (FTP) is often defined as an innate desire for a long-term perception on
retirement planning®*. The concept of future time perspective has been recognized in retirement planning
literature.**conducted research with the aim of exploring the factors influencing the financial preparedness of
individuals for retirement. A sample of 230 with an average age of 62.6 years, participants from Arkansas
Household were used for the study. The result suggested that Future orientation was found to be a significant
predictor of pre-retirement planning and saving. Accordingly, participants who have a strong future orientation
were assumed to have higher retirement preparedness. In another study,*examined the psychological
mechanisms influencing retirement planning and saving practices of 988 Dutch and 429 Americans workers.
The result obtained suggested that FTP was positively related to retirement saving practices, The results further
expressed that the FTP of the Dutch participants was different from those of their American counterparts
because the Americans had significantly longer FTPs compared to the Dutch. The result corroborates the
findings of*"*". In another study, **examined the perceptions of future retirement satisfaction among 90 working
middle-aged adults and 1,560 undergraduates in Oklahoma, USA. Individuals' views of FTP were tested. The
result shows that among the young group, FTP had an insignificant positive relationship with retirement saving
practices. On the other hand, for the middle-aged group, FTP had a significant positive relationship with
retirement saving activities or practices. Although there are different opinions regarding the effect of future
time perspective on retirement planning and savings®® suggested that irrespective of the situation, future time
perspective may not influence planning and savings. ¥combined the intrinsic rewards of work, FTP and future
economic perspective to create a model for the retirement planning psychological process. A significant
negative relationship was found to exist between FTP and retirement planning and saving practices. Their result
contradicted the findings of previous studies. This could be attributed to their definition of FTP, which was
defined as the belief that one holds about how much time is left. In this case, individuals who believe that the
future is limited are found to be more prepared for retirement rather than setting up any goal because they
assumed they would not work for a much longer time. Thus,

H3a: Future time perspective has a positive impact on Retirement Planning Activity of the workers.

H3b: There is significant difference between Future time perspective and retirement planning activity of the
Nigerian workers

Retirement Goal Clarity and Retirement Planning Activity

Retirement goal clarity has been clearly supported in many retirements planning literatures.It entails
assessing one’s expectations of life after retirement. Beach and Mitchell (1987) proposed that people develop a
specific image which influence how they would like to see themselves in the future and attempt to achieve this
image. Retirement planning researchers have proposed two most important predictors of retirement goal clarity
which include age®?® and future time perspective®.Although it is difficult to precisely explain retirement goals
because they often change with age, and to a large extent influence by mental, physical changes and individual
life experience. For examples, individuals may reassess their future needs and priorities as they grow older and
may give less priority to materialism®. Many researchers in the area of psychology agreed that having a clear
and well-defined retirement goal is very important because it influences the workers to engage in retirement
planning activities, which in-turn increases the amount of savings****4?*83% Comparative studies on retirement
goals of private and public sector workers are rarely found. However, “suggested that males and females
usually have a common goal, but the females’ goals are more abstract compare to their male’s counterpart. and
“%reported that females have a habit of developing self-oriented goals and dedicate more time toward leisure
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and maintaining social interaction compare to men. This behavior may be due to the retention ability of the
females which inspired them to maintain interpersonal relationships compare to the male.

H4a: Retirement goal clarity has a positive impact on retirement planning activity of the workers.

H4b: There is significant difference between retirement goal clarity and retirement planning activity of the
Nigerian workers.

Future Time Perspective and financial planning knowledge

Review of retirement panning literature suggested that future time perspective is a surface trait which
influence financial knowledge. Empirical support for this basic statement was found in applied 3M model
supported®*®. Moreover, a study conducted Oby other researchers suggested that Self-rated financial planning
knowledge positively influenced future time perspective*?"*! Individuals with a strong future orientation are
more likely to acquire knowledge about finances. The act of considering retirement and establishing clear goals
for later life should stimulate the desire to learn more about how a successful financial quality of life can be
achieved. Men have been found to earn higher scores compare to women on measure of financial, investment,
and retirement planning knowledge?’.Comparative studies with regards to future time perspective and
knowledge of financial planning a rarely found. Moreover, Henry, “’opine that using a measure of general future
time perspective may lead to different results. Thus;

Hb5a: Future time perspective has a positive impact on financial planning knowledge of the workers.
H5b: There is a significant difference between future time perspective and financial knowledge of the workers.

Future Time Perspective and Retirement Goal Clarity

Future time perspective is about assessing the rate at which people consider the future rather than the
present or past*’. Review of the literature shows that future-oriented persons naturally planned for their future
and set a goal that can only be achieved in the long run. Generally, those classes of people are always careful on
the long-term consequences of their behavior*®.*suggested that future time perspective may have significant
positive impact on individuals’ attitudes which in-turn, influence his/her behavior. Individuals who assumed that
their future is closer, are more likely to planned and save for retirement. Similarly, **confirmed that individuals
who score high in future time perspective are most likely to set some specific goals and future targets and
consequently, they are good in retirement planning and savings practice compared to those who score less.
Additionally, *“conducted a study with the aimed of examining the impact of social, economic and
psychological factors on financial planning for retirement. FTP was assumed to positively influence the
planning and saving behavior, either directly or indirectly. The results obtained was similar to the findings of the
previous studies**** Thus:
H6a:  Future time perspective has a positive impact on Retirement Goal Clarity of the workers.

Heb:  There is a significant difference between future time perspective and retirement goal clarity of the
workers.

Research Framework

From the literature reviewed, the following research framework was proposed to achieved the goal of
the study. Retirement saving behavior is regarded as the dependent variable while financial planning for
retirement is the mediating variable. The model proposed knowledge of financial planning for retirement, future
time perspective and retirement goal clarity as the independent variables.
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Figure 1 Proposed research Model

Note(s):

% Financial Planning for Retirement and Retirement Savings Behavior (H1a): Positive

Knowledge of financial Planning for Retirement and Financial Planning Activity (H2a): Positive
Future Time perspective and Financial Planning Activity (H3a): Positive.

Retirement Goal Clarity and Financial Planning Activity (H4a): Positive

Future time perspective relates to Knowledge and Retirement Goal (H5a and H6a): Positive

The comparison of H1b-H6b between Public and private sector workers: Significant difference

o wNE

I11. Research Methodology
Data collection
The current study was conducted using an adapted questionnaire to collect responses from Nigerian public and
private sector workers. The data was gathered using stratified sampling method and primarily included
respondents from
Study Design: Cross-sectional study design
Study Location: Three geopolitical region (Nigerian) namely; North East, North central and North West.
Study Duration: The study was conducted between the period of April 2021 to May 2022
Sample size calculation: The National Bureau of Statistics (NBS) provides the sampling frame for this study by
publishing periodic statistics which indicates the percentage of the private and public sector workers across all
the zones in Nigeria. The geo-graphical zones consist of 53,554,109 workers out of which a sample of 400
workers was calculated. In line with the recommendation of “*° whoproposed that to minimize sample error due
to the nature of the respondents, the sample size can be increased using the 50/50 split approach. Thus, the
sample was increased by 50%. The new sample size is 600 respondents within the age range of 21 and 51 above
years participated in the study. The final response received from the respondents was 526 with a response rate of
87.66%. After data validation and removing of univariate and multivariate outliers of 82 responses, the data
analysis was executed with 444 usable responses.
Research Instrument: The questionnaire used for the study was adapted from the work of “**'with 7-point
Likert type scale, ranging from strongly disagree (1) to strongly agree (7).

IV. Result of the Study
Descriptive statistics
Table 1 explains the demographic features of the respondents. The respondents’ ranged from 21-51
years and above, however a large number of respondents were found within the age group of 21-30 years with
about 42.1%. Among 444 respondents, 236 were male and 208 were female. Thus, it was resolved that majority
of the responds were mostly males. The main observation from demographic analysis suggested that men were
mostly engaged in retirement savings compared to their female counterpart.

Table 1 Demography of the Respondent

Demographic Profile Items Frequency Percentage
Gender Male 236 53.2
Female 208 46.8
Total 444 100.0
Age of The Respondents 21-30 187 42.1
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31-40 154 34.7
41-50 58 13.1
51 and above 45 10.1
Total 444 100.0
Academic Qualification Higher School Cert. 147 33.1
Bsc/HND 179 40.3
Masters 74 16.7
PhD 44 9.9
Total 444 100.0
Salary Grade 01-06 109 24.5
07-12 148 333
13-17 85 19.1
Others 102 23.1
Total 444 100.0
Employer of Labour Public Sector 151 34.0
Private Sector 166 374
Others 127 28.6
Total 444 100.0

Assessment of measurement model

The PLS SEM model is analyzed in two steps. The first step asses the measurement model by running
the PLS Algorithm which measures the validity and reliability of each of the construct in the model (Figure 1).
The second stage test the structural model by estimating the paths coefficient between the constructs, thus
determining their significance and the model’s predictive ability. The measurement model shows the
associations between the latent variables and the measures of each original construct. The measurement model
examined the individual item reliability, internal consistency and reliability, convergent validity and
discriminant validity of the model®*****Figure 1 presents the measurement model of the workers in Nigeria. It
shows the associations between retirement saving behavior of the Nigerian workers and other constructs.
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Figure 2 Measurement Model

The measurement model was assessed by using internal consistency and reliabilities, composite reliability and
Cronbaé:h alpha for reflective constructs (Table 2), All the construct fall within the threshold range of 0.70—
0.95°>%°,

Table 2 Internal Consistency and Reliability

Construct Reliability and Validity CA CR AVE
Financial Planning Activity 0.915 0.931 0.628
FTP Future Time Perspective 0.896 0.923 0.707
Knowledge of Financial Planning for Retirement 0.871 0.907 0.661
Retirement Planning Activity 0.882 0.914 0.680
Retirement Saving Behavior 0.908 0.932 0.733

Note(s): CA is Cronbach’s a; CR is composite reliability; AVE is average variance extracted

On the other hand, The Convergent validity is defined as the extent at which items genuinely represent
the proposed latent construct and correlate well with other measures of the similar latent construct®. The
convergent validity is measured by assessing the average variance extracted (AVE) of each latent construct as
recommended by*'The AVE value is calculated as the mean of the squared loadings for all indicators associated

kj .2
with a construct as follows:AVE,; = ka":%
Zie=1 Xk HOik
Where:
AVE,;_ Average Variance Extracted
)\jzk= Sum of standardized loadings square
0k Error variance of the k™ indicator (k = 1,...,K;)

To achieve a good convergent validity, the average variance extracted (AVE) of each latent construct
should be 0.50 or above which indicates that on average, the construct explains over 50% of the variance of its
items >, In line with the recommendation of*® the values of AVE in the model (n=444) showed high loadings
(p > 0.50) on their constructs, signifying good convergent validity.

Similarly, the discriminant validity is the extent to which the construct differs empirically from one
another. It is the rate of changes between one construct and the other®.The estimation of the discriminant
validity can be done through cross loading of indicators, Fornell & Larcker criterion or Heterotrait-monotrait
(HTMT) ratio of correlation. The Fornell-Lacker criterion for evaluating the discriminant validity compares the
square root of the AVE (vAVE) with the other latent constructs™.”’ recommended that the latent constructs

should explain the variance of its indicator. Thus, the square root of AVE (\/AVE) should have a higher value
than other latent constructs. Therefore, the correlations between the latent constructs of the model were
compared with the square root of AVE (\/AVE). The findings indicate that all the square root of AVE were

higher compared to the correlations between the latent constructs indicating adequate discriminant validity
within the latent constructs in the model®’.
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Table 3 Fornell & Larcker criterion

Laten Variable FPA FTP KPPR RGC RSB
Financial Planning Activity (FPA) 0.792

F uture Time Perspective (FTP) 0.588 0.841

Knowledge of Financial Planning for Retirement (KFPR) 0.779 0.572 0.813

Retirement GoalClarity (RGC) 0.713 0.702 0.747 0.825
Retirement Saving Behavior (RSB) 0.754 0.619 0.668 0.643 0.856

Note:The square root of the AVE are the italics and bold values

The second method for verifying discriminant validity is examining the cross loadings of the indicators.
This method requires that the loadings of each indicator on its construct are higher than the cross loadings on
other constructs®®**®%® recommends that all the indicator loadings should be greater than the cross-loadings.
Table 4.13 presents how the indicator loadings relates with other indicators. The result shows that all indicator
loadings were higher than the cross loadings signifying that the discriminant validity is fit for further analysis in
the main model.

Table 4 Cross Loading

Cross Loadings FPA FTP KPPR RGC RSB
FPA02 0.786 0.524 0.650 0.601 0.691
FPA0O3 0.828 0.454 0.573 0.546 0.645
FPA04 0.792 0.435 0.558 0.529 0.591
FPAO5 0.793 0.508 0.543 0.558 0.605
FPA06 0.712 0.492 0.558 0.591 0.457
FPAO7 0.832 0.444 0.648 0.540 0.606
FPAO8 0.785 0.432 0.700 0.563 0.568
FPA09 0.805 0.440 0.687 0.593 0.589
FTPO1 0.475 0.835 0.448 0.538 0.523
FTP02 0.512 0.877 0.488 0.624 0.540
FTPO3 0.445 0.845 0.447 0.560 0.436
FTP04 0.472 0.851 0.439 0.598 0.513
FTPO5 0.552 0.795 0.565 0.618 0.576
KPR02 0.524 0.471 0.761 0.649 0.450
KPR03 0.626 0.530 0.850 0.695 0.523
KPR04 0.712 0.422 0.843 0.544 0.627
KPRO05 0.650 0.491 0.824 0.594 0.600
KPRO6 0.642 0.412 0.783 0.565 0.505
RGCO01 0.452 0.510 0.509 0.752 0.369
RGC02 0.617 0.669 0.667 0.862 0.550
RGCO03 0.580 0.599 0.598 0.863 0.542
RGC04 0.669 0.519 0.681 0.801 0.608
RGCO05 0.600 0.584 0.610 0.839 0.555
RSBO1 0.593 0.413 0.467 0.427 0.775
RSB02 0.659 0.530 0.625 0.538 0.909
RSBO03 0.631 0.565 0.559 0.570 0.857
RSB04 0.638 0.587 0.549 0.632 0.863
RSB05 0.698 0.547 0.646 0.575 0.870

Assessment of structural model

The structural model assessments were performed as per the guidelines of ***°. The PLS-SEM
generates T-statistics for testing of the structural model (inner and outer model) using a method called
bootstrapping. Therefore, bootstrapping is a non-parametric process which permits the testing of statistical
significance of different PLS-SEM results. It is very simple to conduct bootstrapping within the PLS-SEM
settings®. This study, therefore, applied the standard bootstrapping technique with 500 bootstrap samples and

444 cases to evaluate the significance of the path coefficients of the mode—
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Figure 3Structural Model
The PLS path estimates for the inner model indicate that hypothesis (H1) was supported suggesting that
Financial Planning activity significantly predict retirement saving behavior of the Nigerian workers. (=0.756,

t=28.105, p<0.05).

Table 4 Path coefficient of the Overall Model (n=444)

Hypothesis Relationship B gte&;ri‘gg;?‘ T-Value P-Value Decision
Hla FPA > RSB 0.756 0.027 28.105 0.000*** Supported
H2a KFPR->FPA 0.543 0.059 9.223 0.000*** Supported
H3a FTP > FPA 0.123 0.040 3.050 0.002** Supported
H4a RGC-> FPA 0.222 0.061 3.643 0.000*** Supported
H5a FTP>KPPR 0.573 0.038 15.182 0.000*** Supported
Héa FTP-> RGC 0.703 0.030 23.071 0.000*** Supported

Note(s):***Significant at 1%,
**Significant at 5%,
*Significant at 10%

Similarly, hypotheses (H2), (H3) and (H4) were supported, suggesting that knowledge of financial planning,
future time perspective and retirement goal clarity significantly predict retirement planning activity (f=0.0543,
t=9.223, p<0.05; B=0.123, t=3.050, p<0.05; p=0.222, t=3.643, p<0.05). Likewise, H5 and H6 were supported
(B=0.573, t=15.104, p<0.05; =0.703, t=23.071, p<0.05).

Assessment of measurement invariance

An invariance test was carried out to determine whether measurements are similar across the two
groups. This procedure is essential before performing multi-group analysis. The goal is to determine "whether
measurement models yield measures of the same element under different conditions®. Three steps are required
to assess measurement invariance namely: configural invariance, compositional invariance, and composite mean
value of variance equality®. Firstly, configural invariance is established between the public and private sector
group data sets because the measurement models have the same basic factor structure for both groups (same
number of constructs as well as items loaded on those constructs). Secondly, compositional invariance was
assessed using a permutation test. All the groups were not significant except two items which implies a good
measurement model. The difference between outer loadings of two items across the two groups were significant
which makes the measurement model as partially invariant. The difference between outer loadings of financial
planning activity and retirement savings behavior and future time perspective and knowledge of financial
planning for retirement their significance in the form of p-values are shown below.

Table5 Measurement Invariance Test Using Permutation

Path (P:athff_ - I;e_l}? Coefficients Eath Ctoi_ffici'\e/lnts
. oefficients ifference ermutation Mean .

Variables Coefficients | o1y ate (Public Vs Difference 2.5% 97505 | Permutation

(Public Sector S - Sect Public Vs Privat p-Values

Workers) ector Private Sector (Public Vs Private

Workers) Workers) Sector Workers)

FPA -> RSB 0.805 0.647 0.158 0.005 -0.143 0.144 0.033
FTP -> FPA 0.138 0.647 0.647 -0.082 -0.185 0.200 0.398
FTP -> KPPR 0.690 0.528 0.161 0.008 -0.161 0.176 0.061
FTP -> RGC 0.756 0.662 0.095 0.004 -0.136 0.152 0.208
KPPR -> FPA 0.424 0.415 0.009 -0.008 -0.331 0.321 0.964
RGC -> FPA 0.332 0.289 0.043 0.004 -0.330 0.337 0.789

Lastly, composites’ equality of mean values and variances was evaluated across the groups.
Particularly, the difference of the composite’s mean value and variance ratio results must fall within the 95%
confidence interval. Based on Table5, the result shows that all composite constructs have non-significant
differences in terms of the composite mean value and variances ratio because the result falls between the upper
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and lower boundary of 95% confidence interval. Full measurement invariance is thus established for the public
and private sector group

PLS MGA

The Henseler MGA and the permutation test were used in this study to perform PLS-MGA®. The goal
is to find a significant difference in parameter estimation between the two study groups, namely the public and
Private workers samples. These two methods are used to calculate the p-value to determine whether there is a
significant difference between the path coefficients of the two sample groups. The calculations were carried out
using bootstraps of 5,000 samples and 5,000 permutations with a significant p-value of 5%. A p-value of P<0.05
confirms that there are differences between the public and private sector workers samples.

Table 6 PLS- MGA Result
Hypothesis | Variables Path Coefficients-diff P-Value

(Public VS Private) (Public Vs Private) PLS MGA Decision
H1b FPA > RSB 0.158 0.006 0.011** Sig Difference
H2b KPPR >FPA 0.009 0.481 0.961 No Difference
H3b FTP > FPA -0.082 0.805 0.390 No Difference
H4b RGC > FPA 0.043 0.400 0.800 No Difference
H5b FTP > KFPR 0.161 0.022 0.045** Sig Difference
H6b FTP > RGC 0.095 0.079 0.159 No Difference

Note(s):*p < 0.1; **p < 0.05; Sig denotes a significant difference at 0.05; No difference denotes nonsignificant difference at 0.05

Table 6 displays the test results of the MGA. The results of MGA analysis using Henseller's MGA
revealed that the variable financial planning for retirement and retirement saving behavior had a p-value < 0.05.
This result indicates that there is a significant difference between the public and private sector workers. On the
other hand, the results of the future time perspective and knowledge of financial planning for retirement variable
had a Henseller’s MGA p-value < 0.05, indicating a significant difference between the two groups. Thus, the
result of the Permutation analysis and PLS MGA shows the same result.

V. Discussion

The research was designed from Douglas Hershey retirement planning model. Specifically, the study
developed a research model to empirically investigate the impact of psychological factors on retirement savings
behavior of the Nigerian workers. The results obtained show that all proposed hypotheses in the overall model
with 444 samples are supported. On the comparative side, (public Vs Private) model only two relationships were
supported namely; financial planning activity and retirement saving behavior and knowledge of financial
planning and financial planning activity, respectively.

The overall model postulated a positive relationship between financial activity and retirement saving
behavior. The result obtained proved to be positively related, because financial planning activity has a
significant influence on retirement saving behavior. It implies that the workers are seeking for information from
retirement counsellors, attending a financial seminar, partaking in a retirement planning program organized in
their workplace as proposed by the previous scholars'®"*® Moreover, the impact of anticipated relationship
between knowledge of financial planning for retirement and financial planning activity is significant, which
means that the workers level of knowledge of financial planning is greater. Most of them knew more about
financial planning for retirement. Hence, they are better financially prepared for retirement®*¥ Likewise
consistent with our proposed hypothesis, future time perspective impacted positively on financial planning
activity of the workers. The finding signifies those workers who have a strong future orientation were expected
to have positive retirement saving practices'**

The results further expressed a significant positive association between retirement goal clarity and
financial planning activity. The finding supports the existing literature which suggested that people develop a
specific image as they grow old which in turn, shape their future financial planning®. As proposed by retirement
planning researchers, retirement goal of the workers is influence by their mental, physical changes and
individual life experience. For instance, the workers may review their future needs and retirement priorities as
they grow older and may give less priority to materialism®.Therefore, a well-defined retirement goal is an
important factor which inspired the workers to participate in retirement planning activities and increases their
retirement savings*?41#238:839

Consistent with the proposed hypothesis (H5), future time perspective significantly influences
knowledge of financial planning for retirement. The findings implies that workers with a strong future
orientation are more likely to acquire knowledge about retirement finances and establishing clear goals for later
life. The findings were in line with the existing literature which suggested that Self-rated financial planning
knowledge positively influenced future time perspective’®**?"* The last hypothesis in the overall model of the
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workers (H6) assumed to have a significant impact between future time perspective and retirement goal clarity
of the workers. As proposed in hypothesis six (H6), future time perspective has a significant positive impact on
retirement goal clarity of the Nigerian workers. The result obtain indicates that future-oriented workers (public
and private) naturally planned for their future and set an overwhelming goal that can only achieved in the long
run. Generally, the result shows that the Nigerian workers are always careful on the long-term consequences of
not planning for their retirement. Thus, the result corroborates the findings of the existing literature®“®.

The MGA results was in support of hypothesis (H1b) which proposed a significant difference between
the private and public sector workers. The result obtained shows the path coefficient of the public sector
workers to be 0.805 as compared to the path coefficient (0.647) of the private sector workers. The finding is
similar with the study of “which suggested that the public sector workers contribute more in their defined
contribution plans compare to private sector workers. Similarly, the findings | H5b suggested a significant
difference in the future time perspective and knowledge of financial planning for retirement of the two groups.
Hence hypothesis H5b was supported. The result corroborates the findings of * which suggested that using a
measure of general future time perspective may lead to different results. Therefore, workers with strong a strong
future orientation are more likely to acquire knowledgeabout finances, and establishing clear goals for later life
which in-turn stimulate the desire to learn more about how a successful financial quality of life can be
achieved?. From the result obtained the public sector workers are future oriented and seek for more knowledge
of financial planning as compared to the private sectors workers. Lastly, the result of the PLS MGA shows that
there is no significant differences in H2, H3, H4 and H6. Hence the listed hypothesis were not support.

VI. Conclusion

In recent years, the emerging welfare cuts implemented by many governments around the globe forced
organizations to shift away from providing their employees with defined benefit plans that guarantee specific
income streams when they retire. Instead, they shift the retirement responsibilities onto individuals through
private pension plan and personal retirement saving necessitate the present study. The study investigated the
relationships between psychological factors and retirement savings behaviour of the Nigerian workers and
objective measures of financial planning activity, knowledge of financial planning, future time perspective and
retirement goal clarity are considered good predictors of retirement saving behaviour. The result obtained
indicate that all the variables in the proposed research model significantly influenced retirement planning
activity and retirement saving behaviour of the Nigerian workers. The PLS MGA was used to find out the
different retirement saving behavior of the public and private sector workers in Nigeria. The result of the PLS
MGA indicate that a significant difference between the two groups in the relationship between financial
planning Activity and retirement saving behavior. Moreover, there is also a significant difference between future
time perspective and knowledge of financial planning for retirement of the two groups. The conceptual
framework of this study considered few potential reasons for disparity between the retirement saving behavior
of the two groups.

Theoretical Implication

The findings of this study have a lot of theoretical implication because it validates the strength of aged
based theoretical models of retirement planning proposed by®*as outlined in the study, the model contained
retirement goal clarity financial planning activity and a composite measure of retirement savings behaviour. The
goal of the research is to investigate how retirement planning activities, knowledge of financial planning, future
time perspective and retirement goal clarity are associated to one another ( in such a way that all the variable
predicts retirement savings behavior of the workers) or whether the influence of knowledge of financial
planning, future time perspective and retirement goal clarity influence retirement planning activities which in-
turn lead to retirement saving behavior of the workers. The result of the study proved all the variables are good
predictors of retirement saving behavior.

Practical Implication

From the applied perspective, the findings of this study stand to inform retirement practitioners on very
important issues related to retirement savings. Financial planning activities was found to be an important
variable which inspires the workers to adequately saves for their retirement. Practitioners therefore, should
confidently encourage the workers to engage in information-seeking activities, for instance, meeting with a
financial investment or retirement counselor organizing periodic financial seminar or designing a quarterly
workplace retirement preparation program. These activities are important because they increase the knowledge
of the workers which in turn, stimulates retirement savings behavior. Moreover, group-oriented educational
interventions, such as seminars and workplace programs, may probably stimulate retirement saving behavior.

Limitations and suggestion for further studies
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Although strong predictive relationships are often identified between psychological variables, the

demographic indicators and level of income were neglected. These may likely be the reasons why there is no
much difference between the public and private sector workers. Its is a known fact globally that the income level
between the two groups differs significantly. Therefore, we urge future research to look in to at least two
important issues in their studies. How gender and income affect the retirement saving behaviour of the two
group (public and private).
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