ISSN 1808-057X
DOI: 10.1590/1808-057x20221705.en

ORIGINAL ARTICLE

Financial preparation for retirement: multidimensional analysis
of the perception of Brazilians

Kelmara Mendes Vieira'

(0} https://orcid.org/0000-0002-8847-0941
Email: kelmara.vieira@ufsm.br

Taiane Keila Matheis’

(0} https://orcid.org/0000-0003-2427-878X
Email: taiane.keila@acad.ufsm.br

Tamara Otilia Amaral Rosenblum’

(i) https://orcid.org/0000-0002-4782-0976
Email: tamara.rosenblum@acad.ufsm.br

T Universidade Federal de Santa Maria, Centro de Ciéncias Sociais e Humanas, Departamento de Ciéncias Administrativas, Santa Maria, RS,
Brazil

Received on 04.29.2022 — Desk acceptance on 05.20.2022 — 2" version approved on 08.28.2022
Editor-in-Chief: Fabio Frezatti
Associate Editor: Luis Eduardo Afonso

ABSTRACT

This article aims to assess the perception of financial preparation for retirement in the non-retired Brazilian population. Also,
it seeks to identify how socioeconomic, demographic, and behavioral variables influence financial preparation for retirement.
This study advances by using a multidimensional measure of financial preparation for retirement in a comprehensive sample
of Brazilians, bringing significant contributions to the implementation of new public policies for the most vulnerable groups.
Identifying the level of financial preparation for retirement and the most vulnerable groups is key for a better understanding
of the impact of social security and retirement on the lives of Brazilian citizens. In the Brazilian context, the Financial
Preparation for Retirement Scale (FPRS) makes it possible to assess the public policies designed and it serves as a parameter
for them to be reformulated, with a view to improving financial preparation for retirement in the most vulnerable groups.
This is a survey, with 2,920 respondents from all Brazilian regions. The analysis techniques consisted in descriptive statistics,
association test, and multiple regression analysis. Most Brazilians show low or very low financial preparation for retirement.
It has been identified that 3 out of 4 Brazilians stop to think about how much they would need to save for their retirement.
Despite being able to carry out some financial planning for retirement, most Brazilians cannot have good future expectations
and savings behavior. Women, young people, divorced/separated persons, black persons, individuals with up to complete
elementary education, borrowed housing, unemployed, with a gross monthly family income of up to R$ 1,100.00 and having
4 or more dependent persons constitute the profile of citizens less capable of dealing with financial preparation for retirement.
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1. INTRODUCTION

The increase in life expectancy has negative impacts
on the economy and exposes the weaknesses of public
pension systems, currently funded by pay-as-you-go
(Alonso-Garcia & Rosado-Cebrian, 2021; Martinez et
al., 2021), i.e. formal workers and companies pay the cost
of pension benefits. In 2019, the ratio was, on average,
5 workers to pay for one’s retirement benefits, however,
with the increase in life expectancy, the projection is
that in 2060 it will be 2 workers for each retiree’s benefits
(Ministério do Trabalho e Previdéncia, 2022).

From an economic viewpoint, there will be a mismatch
between the active population and retirees that could
impact individual quality of life (Ruthbah, 2021) due to
the decrease in the benefit granted and the increase in the
minimum age for retirement. Increasing the retirement
age in a context of longevity implies an increase in social
inequality (Culotta, 2021). And decreasing the retirement
benefit means impacting the consumption habits of the
elderly and the family group to which they belong, as
citizens begin to prepare financially for retirement based
on the perception of their pre-retirement income (Niu
et al., 2020).

Therefore, in a scenario of pension deficit and changes in
rules and expectations of income in retirement, individual
responsibility to make the right financial decisions, which
allow people to enjoy life and maintain the quality of life
when they retire, is substantially increased, increasing
the importance of planning and preparing for retirement
(Bravo & Herce, 2022; Chen & Zurlo, 2022).

The purpose of financial planning for retirement is to
ensure that people have the financial means to maintain
their lifestyle even after retirement (Fan et al., 2021). The
higher the life expectancy, the greater the savings in the
phases that precede it (Jantan, 2020). However, research
studies indicate that the population has accumulated debts
and inadequate investments, reaching the retirement age
with little or no money (Baulkaran, 2022; Lichtenstern et
al., 2021), and end up becoming exclusively dependent on
income from the assistance benefit and asking for credit to
supplement income (Camarano, 2020; Instituto Brasileiro
de Geografia e Estatistica [[BGE], 2019a).

In emerging countries this scenario is more critical,
since in most families retirement will be incorporated
into the family budget, often supporting the whole family.
In 2019, among Brazilian homes where elderly people
live, 53.19% survived only on income from retirement
(Camarano, 2020; IBGE, 2019a). Thus, the amount acquired

to enjoy in the last stage of the life cycle (Lichtenstern
et al., 2021) is relevant, as its decrease or non-existence
could have impacts on the entire family system of more
than half of the homes. Without financial preparation for
retirement, a person may remain dependent on credit,
raising debt levels and triggering implications for the
economy and the financial system (De Bruijn & Antonides,
2020; Hansson et al., 2019).

It is also worth highlighting that each person has
behavioral and socioeconomic characteristics that
may influence financial preparation for retirement.
Social, financial, and psychological factors influence
the perception of adequate income for retirement
(Herrador-Alcaide et al., 2021; Hershey et al., 2012) and
there are significant differences in financial preparation
for retirement between various socioeconomic and
demographic profiles. There is no consensus on differences
in financial preparation for retirement according to
sex (Kumar et al., 2019; Noone et al.,, 2010) and age
(Agabalinda & Isoh, 2020; Witvorapong et al., 2022). As
for the variables marital status, dependents, educational
level, income, race, and occupation (cf. Bucher-Koenen et
al., 2021 and others), there is evidence that married, white
persons, without dependents, having higher education
and income are more capable of financially preparing for
retirement. Regarding housing, it is believed to have no
impact on the level of retirement savings (Suari-Andreu
et al,, 2019).

This article aims to assess the perception of financial
preparation for retirement in the non-retired Brazilian
population. Also, it seeks to identify how socioeconomic,
demographic, and behavioral variables influence financial
preparation for retirement.

Financial preparation for retirement is a relevant public
and economic health issue, as it relates to other aspects of
life, such as depression (Da Silva et al., 2018) and increased
levels of indebtedness, due to disproportionate income
when reaching the age of 60 years or more, negatively
impacting the proper functioning of the financial system
(Abrantes-Braga & Veludo-de-Oliveira, 2020; Lusardi et
al., 2020). Mapping financial preparation for retirement
can help public managers understand the population’s
behaviors and needs, proving to be useful in formulating
strategies that encourage adequate preparation for
retirement, in a scenario where the common pension
system alone will not be able to adequately serve the
entire population.
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The study innovates in four main aspects. First, by
assessing for the first time financial preparation for
retirement in a multidimensional way, having a proposed
methodology as a basis. Second, for being a pioneer in
assessing the theme with a comprehensive sample of

2. THEORETICAL FRAMEWORK

2.1 Financial Preparation for Retirement

Preparing for retirement may be defined as a life
project that aims to maintain the consumption style and
standard of living at a level similar to what the person had
before retiring (Han et al., 2019). In this sense, Chan et
al. (2021) highlight that planning and attitudes regarding
financial preparation for retirement impact individual
lives, influencing health and general well-being.

Several authors seek to investigate preparation for
retirement in countries like the United States (Clark et
al., 2019; Lusardi & Mitchell, 2011a), Australia (Burnett
etal., 2018; Kopanidis et al., 2017), the United Kingdom
(Platts et al., 2019), Malaysia (Tan & Singaravelloo, 2020),
and Turkey (Akben-Selcuk & Aydin, 2021). Such studies
investigate how several factors (financial knowledge,
financial planning, financial literacy) influence attitudes
towards financial preparation for retirement (Cupék et
al., 2019; Seidl et al., 2021).

In Brazil, these studies are still incipient (Schuabb
& Franga, 2020; Freitas Vieira & Graeft, 2020). Most
studies analyze specific audiences, such as private
institutions (Schuabb et al., 2019; Silva & Rodrigues,
2016), universities (Krawulski et al., 2017; Macedo et al.,
2017), and public bodies (Leandro-Franga et al., 2018;
Seidl et al., 2018), emphasizing the need for studies on
the Brazilian population.

Notably, the main reason why the theme has gained
relevance in the world is the increase in life expectancy,
which implies the need to prepare for retirement for a
substantial period of the life cycle (Sharpe, 2021). Han
etal. (2019) point out that science has raised the average
life expectancy, thus life after retirement grows every year,
combined with low birth rates.

Niu et al. (2020) add that the consumption habits of the
elderly are based on their pre-retirement income. In this
way, the calculation for adequate reserve for retirement
must have the expectation and standard of living as a
basis, in addition to maintaining financial well-being
(Briiggen et al., 2017). Birkenmaier et al. (2021) point
out that inadequate financial preparation for retirement
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Brazilians. Third, by assessing differences in financial
preparation for retirement according to socioeconomic
and demographic profiles. And fourth, by seeking
to identify the impact of financial behaviors, time to
retirement, and other variables on preparation.

will result in the burden of social security, highlighting
the importance of policies to encourage savings behavior
among the younger population.

In 2015, Brazil had 25,038,352 elderly people, this
number jumped to 31,330,235 in 2021, accounting for
an increase of 6,291,883 elderly people in 6 years (IBGE,
2019b). In the projections for the year 2030, it is estimated
that the population aged 60 years and over will exceed
41.5 million people (IBGE, 2019b). These projections,
added to the deficit of the pension system, may increase
the imbalance of the public pension fund (Ataides &
Santos, 2017).

As the population ages and life expectancy increases,
countries are forced to make adjustments to their public
pension fund systems. In Brazil, the last reform took place
through Emenda Constitucional n. 103 (EC n. 103,2019),
where, among the relevant changes, the age for requesting
retirement stands out, which is no longer 55 years old and
became 62 years old for women and from 60 to 65 years
old for men. And, changes in the calculation for average
wage, as well as payment of rates for civil servants and
workers of private companies (Nulle & Moreira, 2019).
Such measures impact individual financial life both in
reducing the value and in the deadline for receiving
the pension, thus affecting individual and family life
programming (Carneiro et al., 2021).

In this context, the adoption of policies aimed at raising
awareness and improving the population’s preparation for
retirement are key. The Brazilian retirement preparation
programs (Programas de Preparagdo para Aposentadoria
[PPA]) emerged less than thirty years ago, driven by the
creation of the Brazilian National Policy for the Elderly
(Politica Nacional do Idoso [PNI]), which provides for
the implementation and maintenance of programs on
this issue in the public and private sectors at least 2 years
before a worker leaves the job. The Brazilian Elderly Statute
was created in 2003, which once again emphasizes the
importance of these programs and reduces the minimum
advance period for preparing for retirement to 1 year
before a worker leaves the job (Lei n. 10.741 [Estatuto
do Idoso], 2003).
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Evidence indicates that, in Brazil, some individuals
who are already retired need to keep working to maintain
the pre-retirement financial lifestyle (Boehs et al.,
2016; Macedo et al., 2017) and there is a contingent of
individuals who postpone their retirement (Figueira et
al. 2017; Marangoni & Mangabeira, 2014) due to the
need to guarantee income. Thus, in a context where the
public pension fund does not guarantee the maintenance
of the same individual standard of living in post-
retirement, there is an increased need for citizens to
learn how to make financial decisions that strengthen
their financial well-being (Anderson et al., 2017; Kumar
et al., 2019).

Lack of knowledge of financial concepts for managing
resources impacts the preparation for retirement (Lusardi
& Mitchell, 2014, 2017). Thus, the financial collapse
devastates many individuals who survive from paycheck to
paycheck, with income already compromised by monthly
and even daily needs (Morduch & Schneider, 2017). In
this way, in addition to analyzing people’s life cycle, it is
worth understanding their life context and how they deal
with financial reality (Lusardi & Mitchell, 2017). So, as
important as identifying the level of financial preparation
for retirement is analyzing differences in perception
from the viewpoint of socioeconomic and demographic
profiles (Table 1).

Table 1
Synthesis of the relationship between socioeconomic and demographic variables and financial preparation for retirement
Variable Expected relationship Authors
Wo.men.thlnk and plan ]gss about their retirement, negatively affecting Kumar et al. (2019); Noone et al. (2010)
their retirement preparation.
. . . . L . Bucher-Koenen et al. (2017); Kalmi and
Gender Women are less financially literate, this has a negative impact on their Ruuskanen (2018); Niu et al. (2020); Potrich

income and projection for the future.

etal. (2018)

Arrondel et al. (2013); Cupék et al. (2019);

Men and women have the same retirement savings behavior.

Franca and Hershey (2018)

Age

Individuals are more likely to plan for retirement as they age.

Clark et al. (2019)

Older (working age) and less educated individuals are less likely to save
for retirement.

Witvorapong et al. (2022)

Marital status

Married men and women are more likely to undertake retirement
planning and preparation.

Clark et al. (2019); De los Santos et al. (2020)

Both single men and women are less likely to plan for retirement.

Clark et al. (2019); De los Santos et al. (2020)

Educational level

Individuals with a higher educational level tend to have greater planning
and savings for retirement.

Clark et al. (2019); Niu et al. (2020)

Individuals who have a Master’s and Doctorate degrees tend to be more
prepared for retirement than those who have an undergraduate degree.

De los Santos (2020)

Individuals who have an undergraduate degree tend to be more prepared
for retirement than those who have not.

De los Santos (2020); Kalmi and Ruuskanen
(2018)

Income

Individuals with higher income levels show greater financial preparation,
including retirement savings.

Clark et al. (2019); Cupék et al. (2019); Rai et
al. (2019)

Poorer individuals do not have much to save, and this negatively impacts
their savings behavior.

Witvorapong et al. (2022)

Race/ethnicity

Black and Hispanic individuals have lower incomes, less wealth, and
less preparation for retirement.

Tamborini and Kim (2020)

Occupation

Employed individuals are more likely to save for retirement.

Cupék et al. (2019); De los Santos (2020);
Kalmi and Ruuskanen (2018)

Self-employed workers are more likely to prepare for retirement.

Niu et al. (2020)

Source: Prepared by the authors.

Regarding sociodemographic and economic profiles,
significant differences were observed in terms of
preparation and financial planning for retirement, which
vary according to gender, with a negative emphasis on
single women, with dependents, without a household
of their own, and with low education (Kumar et al,,
2019; Niu et al., 2020; Rai et al., 2019). In contrast, men
have greater financial literacy, consequently, they have

greater financial planning and preparation for retirement,
regardless of their age, marital status, educational level,
and occupation (Clark et al., 2019; De los Santos et al.,
2020; Niu et al., 2020). Such evidence reflects that public
policies should have a priority focus on women, so that
they can acquire new skills and confidence to save and
invest (Yeh & Ling, 2022).
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As for the measurement methods for financial
preparation for retirement, Hershey et al. (2010)
proposed the Interdisciplinary Financial Planning
Model. Such a model encompasses the psychological
factors, indicators of social support and economic
forces that contribute to each individual decision to
plan and save (Hershey et al., 2010). More recently,
Akben-Selcuk and Aydin (2021) designed the perception
model for financial preparation for retirement in Turkey.
Other scales analyzed financial planning along using
other dimensions (Leandro-Franca et al., 2014) and

3. METHOD

A survey was carried out using a questionnaire
structured in 3 blocks. The first consists of 8 items that
investigate the time left for retirement, the savings for
retirement, the choice of some specific financial planning
for retirement, the feeling of financial preparation for
retirement, the comparison of the current and future
financial status, dependence on someone’s financial aid,
whether you have a consigned payroll loan, and how you
feel about your spending.

In turn, the second consists of 13 questions, which
assess the level of perception of financial preparation
for retirement. These questions come from the FPRS
as proposed by Vieira et al. (2022). Finally, the third
block consists of 9 questions to identify the profile of
respondents, with variables of sex, age, marital status, race/
ethnicity, educational level, whether they have financial
dependents, type of housing, occupation, and range of
monthly individual and family income.

Considering a population of 190,755,799 Brazilians
(IBGE, 2010), a confidence level of 95%, and an
error of 2%, the minimum desired sample was 2,401
respondents, distributed proportionally among Brazilian

4. ANALYSIS OF RESULTS

Data collection took place in 12 capital cities and 20
countryside towns between October 2021 and January
2022. A total sample of 2,920 respondents not yet retired
was obtained, distributed among the regions as follows:
28% in the South, 41% in the Southeast, 6% in the Midwest,
19% in the Northeast, and 6% in the North. Among the
respondents, the predominance is female (60.6%). Mean
ageis 38 years (standard deviation of 12 years). Regarding
marital status, 48.7% are married or live in a marriage-
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the perception of the future retirement (Rafalski &
Andrade, 2017).

For the Brazilian context, Vieira et al. (2022) designed
the FPRS, which consists of three dimensions (Future
Expectation, Financial Planning, and Savings Behavior).
This scale aims to grasp the individual perception of
their financial preparation for retirement, i.e. it addresses
the subjective aspect and identifies financial behavior
throughout life. In this study, the FPRS was chosen
because it is a multidimensional scale and adapted to
the Brazilian context.

regions. Ten interviewers were previously trained by the
researchers to apply the research. The project has been
approved by the Research Ethics Committee (CAAE No.
53589721.5.0000.5346) and the respondents have signed
the Free and Informed Consent Term (FICT).

As data analysis procedures, descriptive statistics,
chi-square test, and regression were used. The chi-square
test has as a null hypothesis the absence of association
between the variables. The regression model has financial
preparation for retirement as a dependent variable and
as independent dummy variables (housing, education,
consigned payroll loans, expenses, saving for retirement)
how financially prepared you feel for retirement, how
many banks/cooperatives you have a relationship with
and there is a comparison between the situation today
and what the person believes to have when reaching
retirement age. As for the assumptions, the normality of
errors (Kolmogorov-Smirnov test) and homoscedasticity
(Pesaran-Pesardn test) were tested and the absence of
multicollinearity was also analyzed through variance
inflation factors (VIF).

like relationship. Regarding race/ethnicity, the majority
(68.5%) of respondents are white. As for the educational
level, 42.9% reported having completed high school or less.
In terms of the type of housing, 54.7% answered to have a
household of their own. In turn, considering occupation,
the category salaried employee (36.2%) predominated
in the responses. Table 2 shows the economic profile of
respondents.
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Table 2
Economic profile of respondents according to the variables gross monthly individual income, gross monthly family income,
dependents, consigned payroll loans, and expenses

Variables Alternatives Frequency Percentage

Up to R$ 1,100.00 465 16.2

Between R$ 1,100.00 and R$ 2,200.00 733 25.6

Between R$ 2,200.01 and R$ 3,300.00 412 14.4

Between R$ 3,300.01 and R$ 4,400.00 290 10.1

]ngii/?zsugﬁggryne Between R$ 4,400.01 and R$ 5,500.00 269 9.4

Between R$ 5,500.01 and R$ 8,800.00 309 10.8

Between R$ 8,800.01 and R$ 11,000.00 161 5.6

Between R$ 11,000.01 and R$ 22,000.00 185 6.5

Above R$ 22,000.00 39 1.4

Up to R$ 1,100.00 178 6.3

Between R$ 1,100.00 and R$ 2,200.00 418 14.7

Between R$ 2,200.01 and R$ 3,300.00 373 13.1

Between R$ 3,300.01 and R$ 4,400.00 317 11.1

Gross monthly Between R$ 4,400.01 and R$ 5,500.00 318 11.2
family income

Between R$ 5,500.01 and R$ 8,800.00 485 17.0

Between R$ 8,800.01 and R$ 11,000.00 305 10.7

Between R$ 11,000.01 and R$ 22,000.00 338 11.9

Above R$ 22,000.00 113 4.0

None 1,005 34.7

1 947 32.7

Has dependents 2 545 18.8

3 227 7.8

4 or more 173 6.0

Has a consigned No 2,430 84.4

payroll loan Yes 450 15.6

I spend more than | earn 624 21.5

About expenses I spend equal to what | earn 1,052 36.4

I spend less than | earn 1,220 42.1

None 82 3.2

1 868 341

owmany baeyoutae

3 409 16.0

4 or more 256 10.0

Source: Prepared by the authors.

The income variables are quite heterogeneous, with ~ Approximately 1/3 of respondents do not have any
greater representation in individual income between R$  financial dependents, most do not have consigned payroll
1,100.00 and R$ 2,200.00 and the category monthly family  loans (84.4%). Table 3 describes retirement issues.
income ranges from R$ 5,500.01 to R$ 8,800.00 (17%).

6 R. Cont. Fin. — USP, S3o Paulo, v. 34, n. 91, 1705, 2023
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Table 3

Profile of respondents according to variables regarding time left until retirement, knowledge about retirement savings, specific

retirement planning

Variables Alternatives Frequency  Percentage
Does not know 553 19.9
Up to 10 years 560 20.2
How long until you retire? 11 to 20 years 529 19.1
21 to 30 years 584 21.0
Over 31 years 549 19.8
Have you ever tried to figure out No 2,224 767
how much you need to save for Yes, | know approximately 585 20.2
retirement? Yes, | know exactly 89 3.1
No 939 32.2
Yes, | have been contributing to the public pension fund 1,421 48.8
Yes, | bought/am buying apartment(s)/land(s) for retirement 359 12.3
B ) Yes, | buy stocks, funds, or bonds for long-term investment for retirement 275 9.4
FE)]ZIZS(;S have any specific retirement Yes, | have a life insurance policy 142 4.9
Yes, | have money in savings 388 13.3
Yes, | have a pension fund from my employer 65 2.2
Yes, | have a private pension fund 162 5.6
Other 78 2.7

*The respondent chose one or more alternatives.
Source: Prepared by the authors.

It is observed that part of the sample does not know
the time left to retire, a piece of data that demonstrates
lack of preparation for retirement. As for specific planning
for retirement, 48.8% contribute to the public pension
fund, a piece of information that may be associated
with the significant number of salaried employees. It is

Table 4

noteworthy that 32.2% do not have any specific planning
for retirement and that investments (stocks, investment
bonds, pension funds, and private pension plans) were
below 10%. Table 4 shows the profile of respondents in
relation to perceptions of preparation for retirement.

Profile of respondents according to the variables feeling of financial preparation for retirement, comparison of current and future

financial status, and dependence on financial aid

Variables Alternatives Frequency Percentage
Not at all 973 33.5
) _ Very little 831 28.5
ol prevred o o0
Much 239 8.2
Very much 76 2.6
Much worse than what I'll have when | retire 213 7.4
Comparing your financial status - Worse than what I'll have when I retire 675 23.4
:/f/)idllai/\xewxf?;z(i;:?]eﬁ\rﬁ Z/(c))tr Same as what I'll have when I retire 957 333
financial status is: Better than what I'll have when | retire 816 28.3
Much better than what | will have when | retire 220 7.6
No 1,726 59.7
Yes, | count on help to cover less than 25% of my expenses 317 10.9
Are you currently depending on _Yes, | count on help to cover 25% to 50% of my expenses 302 10.4
someone else’s financial help to  Yes, I count on help to cover 51% to 75% of my expenses 178 6.1
support your monthly expenses? Yes, | count on help to cover more than 75% of my expenses 202 7.0
Yes, | count on help, but I don’t know when my expenses are paid by the 171 59

person who helps me

Source: Prepared by the authors.
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A large proportion of respondents do not feel financially
prepared for retirement (33.5%). However, it is believed
that the current situation is the same as it will be when
they retire (33.3%), followed by an optimistic view in
which 28.3% of respondents believe that it will be better

than today’s financial status. And, currently, most do not
depend on someone’s financial help to support monthly
expenses (59.7%). Table 5 displays the valid averages and
percentages of the items and dimensions corresponding
to the FPRS.

Table 5
Mean and valid percentages of the variables and dimensions of the Financial Preparation for Retirement Scale
X . . Percentages

Dimension Variables Mean
| be_h‘eve I'm saving gnough to secure the standard 24 30.7 259 23.8 125 78
of living | want in retirement.
| feel that I will achieve the financial goals I set for 30 147 16.8 395 20.8 159
myself.

Future .

expectation | feel able to save enough money to last until the 95 29.7 231 24.0 13.9 9.4
end of my life.
| feel that I will be financially secure until the end 26 273 1.8 255 14.6 10.8
of my life.
I think a lot about future finances. 3.6 8.2 13.3 23.0 24.0 31.7
| often compare my current financial position
with the financial position | would like to have in 3.0 19.1 18.3 25.7 17.4 19.5

. . retirement.

Financial

planning I think about the financial issues of retired people. 3.2 14.9 17.6 24.5 21.0 22.1
| often talk to my family about financial issues for 25 8.8 244 235 18 115
retired people.
| feel able to save money to make my dreams 30 142 19.5 309 18.9 16.4
come true.
I make a reserve of money that | receive monthly )8 26.2 212 19.1 15.9 176

. for some future need.

Savings

behavior I save part of my income every month. 2.7 29.7 19.7 19.6 14.7 16.3
l.save money regularly to achieve long-term 26 29.8 213 183 154 152
financial goals.
| start saving more when | get a pay rise. 2.8 26.0 19.2 22.4 15.6 16.7

Note: Likert-type scale applied: 1* = Never; 2* = Rarely; 3* = Sometimes; 4* = Often; 5* = Always.

Source: Prepared by the authors.

In the dimension “Future Expectations’, it is observed
thatin 3 items the predominant answer was never, reflecting
the incapacity and insecurity, as well as the lack of future
financial projections. However, the frequency was raised
to “I think a lot about future finances,” which denotes
a concern for the future, ratified by the preponderant
answer “Sometimes” to the item “I feel that I will achieve
the financial goals I set for myself” As for Financial
Planning, the most marked response was sometimes for
3 items. However, for the item “I often talk to my family
about financial issues for retired people,” the alternative
was never the most preponderant, and this demonstrates

that the person thinks, worries, but does not talk to their
family, directly influencing individual financial planning.

Regarding Saving Behavior, 4 items were never the
most chosen answer, and this demonstrates that the sample
does not save, nor does it save for the future. The only
item where respondents marked “Sometimes” refers to
saving to make dreams come true. Then, the 3 dimensions
of the scale and the FPRS were built using the proposed
methodology. Figure 1 highlights the distribution of the
frequency of responses and Table 6 highlights the mean
values and standard deviations.
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Figure 1 Frequency distribution of the dimensions and the Financial Preparation for Retirement Scale

Source: Prepared by the authors.

Table 6

Mean, standard deviation, and rating on the Financial Preparation for Retirement Scale

. . Standard Percentages
Dimension Mean . .
deviation

VL* L* H* VH*
Future Expectation 2.5 0.99 18.3 34.4 28.7 18.5
Financial Planning 2.6 1.05 18.8 27.3 29.5 24.4
Savings Behavior 2.4 1.14 30.4 26.3 20.2 23.0
Financial Preparation for Retirement 2.5 1.00 16.2 35.0 27.5 21.4

Note: FPRS levels: VL* = Very low; L* = Low, H* = High, VH* = Very high.

Source: Prepared by the authors.

The average is around 2.5, which according to the
scale rating indicates low financial preparation. In 2
dimensions, “Future Expectation” and “Savings Behavior”,
and on the FPRS more than 50% of respondents are
rated in the very low or low categories. The result for
the dimension “Financial Planning” is slightly better
with more respondents rated in the categories high and
very high. For more than 1/3 of respondents, financial

R. Cont. Fin. — USP, S3o Paulo, v. 34, n. 91, 1705, 2023

preparation for retirement is low, and for 16.2% it is very
low, i.e. a significant portion of the population notices
that they cannot reach an adequate level of financial
preparation for retirement.

After identifying the levels of preparation for
retirement, we sought to assess the differences according
to socioeconomic and demographic profiles (Table 7).
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Table 7
Financial preparation for retirement x explanatory variables
Financial preparation for retirement > Very low (1) L((;\;v l':;g)h Very high (4) Qui?
Pearson
Variables Categories % (line) % (line) % (line) % (line) [p value]
Male 13.7 31.2 30.5 24.6 3001
Sex
Female 17.8 37.4 25.8 19.1 [0.00]
18 to 29 years 16.8 37.5 28.4 17.2
30 to 38 years 15.0 32.9 30.4 21.7 24.75
Age
39 to 48 years 15.7 33.3 29.5 21.4 [0.00]
49 to 78 years 16.6 35.4 22.6 25.4
Single 16.8 36.6 28.9 17.7
Ir\;\&rtril:)ar(ilsgirpllvmg in a marriage-like 13.9 33.9 28.4 23.8 .
Marital status Separated/divorced 24.6 34.8 203 203 [0.00]
Widower 23.3 20.0 10.0 46.7
Other 211 42.1 211 15.8
White 14.0 33.9 30.2 21.9
o Black 25.1 34.7 24.7 15.5 52.46
Race/ethnicity
Brown 18.8 39.8 19.5 21.8 [0.00]
Other 20.8 27.1 31.3 20.8
Incomplete Elementary School 32.6 26.9 17.1 23.4
Elementary School 25.8 42.3 8.9 23.0
Technical Course 17.1 30.5 26.2 26.2
Educational level ~ High School 19.2 39.1 21.6 20.1 2[880(5)]]
Higher Education 13.8 38.4 30.2 17.6
Specialization or MBA 9.7 26.5 36.4 27.4
Master’s or Doctorate degree 7.9 28.9 45.0 18.2
Civil servant 10.4 329 34.8 21.9
Salaried employee 20.3 36.2 22.7 20.9
Private practitioner 16.7 28.4 33.3 21.6
Occupation Self-employed worker 18.2 37.0 24.1 20.7 ?070003]
Business owner 12.0 27.4 28.0 32.6
Does not work 18.2 42.0 28.2 11.6
Other 17.2 39.5 28.7 14.6
Up to R$ 1,100.00 19.1 41.7 23.2 15.9
Between R$ 1,100.00 and R$ 2,200.00 23.3 41.7 15.6 19.4
Between R$ 2,200.01 and R$ 3,300.00 20.1 36.9 28.2 14.8
Between R$ 3,300.01 and R$ 4,400.00 11.7 31.4 34.1 22.8
S}:ﬁ: d”J;’l”it:z)me Between R$ 4,400.01 and R$ 5,500.00 13.4 30.1 32.3 24.2 2[57(53]5
Between R$ 5,500.01 and R$ 8,800.00 7.8 32.7 353 24.3
Between R$ 8,800.01 and R$ 11,000.00 9.3 26.7 36.6 27.3
Between R$ 11,000.01 and R$ 22,000.00 4.3 18.4 42.7 34.6
Above R$ 22,000.00 2.6 25.6 43.6 28.2
Up to R$ 1,100.00 20.2 48.3 14.0 17.4
Between R$ 1,100.00 and R$ 2,200.00 28.2 39.5 11.7 20.6
Between R$ 2,200.01 and R$ 3,300.00 21.7 43.2 20.6 14.5
Between R$ 3,300.01 and R$ 4,400.00 23.0 36.9 22.4 17.7
g;?flsyr]“n‘;’)t;[g Between R$ 4,400.01 and R$ 5,500.00 17.9 32.4 28.3 214 3[(1).162)]6
Between R$ 5,500.01 and R$ 8,800.00 10.3 36.5 34.2 19.0
Between R$ 8,800.01 and R$ 11,000.00 7.2 30.8 38.4 23.6
Between R$ 11,000.01 and R$ 22,000.00 5.9 23.4 43.8 26.9
Above R$ 22,000.00 1.8 20.4 39.8 38.1

Source: Prepared by the authors.
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It is noticed that there is a statistically significant
dependence relationship at the 1% level between financial
preparation for retirement for all variables tested. Most
men have high or very high financial preparation,
while low and very low categories predominate among
women, confirming the study by several authors (Kalmi
& Ruuskanen, 2018; Potrich et al., 2018). As for the
educational level, Clark et al. (2019) and Niu et al. (2020)
have already identified that the higher the educational
level, the greater the financial preparation for retirement,
such results were reaffirmed in this research.

Also, it is observed that civil servants and business
owners have higher levels of financial preparation for

retirement. It is also noticed that categories with higher
income levels have higher percentages of high and very
high financial preparation for retirement, corroborating
the studies by Clark et al. (2019), Cupak et al. (2019), and
Rai et al. (2019).

Finally, we sought to assess the influence of
socioeconomic and demographic factors and behavior
variables on financial preparation for retirement through
linear regression analysis. Table 8 displays the results
of the robust estimation heteroskedasticity consistent
covariance matrix (HCCM) (White, 1980).

Table 8

Estimated regression model for financial preparation for retirement
Model Coefficients Wald’s Chi? Sig. VIF
Dummy educational level 0.246 58.355 0.000 1.199
Dummy housing 0.104 11.875 0.001 1.087
Dummy consigned payroll loan -0.089 5.259 0.022 1.100
Dummy expenses -0.601 272.601 0.000 1.109
Dummy saving for retirement 0.354 95.670 0.000 1.199
How financially prepared you feel for retirement 0.307 344.031 0.000 1.341
How many banks/cooperatives you have a relationship with 0.056 31.500 0.000 1.083
\?Vci)[rlné)j\lngvzg:;zi;u?g?rz today with what you believe you 0.002 0016 0.900 1.075
Age -0.004 9.881 0.002 1.273

Note: Dummy housing (1 household of their own, 0 others); dummy educational level (1 from Higher Education, 0 below Higher
Education); dummy consigned payroll loan (1 has, 0 does not have); dummy expenses (1 | spend equal to/more than what |
earn, 0 | spend less than | earn); dummy saving for retirement (1 | know the value, 0 | don’t know the value); how financially
prepared you feel for retirement (1 not at all, 2 very little, 3 little, 4 much, 5 very much); how many banks/cooperatives you

have a relationship with (number); comparing your situation today with what you believe you will have when you retire (1 much
worse, 2 worse, 3 the same, 4 better, 5 much better); age (number).

Source: Prepared by the authors.

The adjusted coeflicient of determination is 0.423.
The KS test did not reject the null hypothesis, indicating
that the errors have a normal distribution (value 0.019
and sig. 0.057). All inflation factors (VIF) are less than
10, given the assumption of absence of multicollinearity.

The variable showing the highest positive coefficient
was knowledge of the value they need to save for retirement,
followed by how the person feels financially prepared for
retirement, indicating that the greater the knowledge and
feeling regarding financial management, the greater the
perception of financial preparation for retirement. On the

other hand, the existence of consigned payroll loans and
spending above income showed negative values, reducing
financial preparation for retirement.

Regarding the economic and demographic variables, it
was found that respondents who own their own home and
have Higher Education show greater financial preparation
for retirement than the others, a piece of information
similar to the study by De los Santos (2019). Another
major factor is that younger people are less prepared for
retirement - this relationship was also reported by Clark
et al. (2019).

5. DISCUSSION AND PRACTICAL IMPLICATIONS

Pension reforms have broad economic and social
impacts on significant portions of the population,
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especially when it comes to reforms carried out in
emerging economies. For every 4 respondents, 3 do not
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even stop to think about how much they would need to
save for retirement, in addition to showing overconfidence
in the future benefit that will be granted by the Brazilian
National Institute of Social Security.

Also, the way in which each government manages
public pensions can have significant and lasting effects
on income equality policies and general welfare. In Brazil,
pension regimes are linked to individual contributions and
employment history (Bravo & Herce, 2022). In the country,
12% of the working age population is unemployed; 40.8%
are engaged in informal work (Komatsu & Menezes-Filho,
2020), where there are no guarantees such as retirement,
and another significant portion has their retirement
planning mainly based on contribution to the public
pension system. In this scenario, the vulnerability of the
population regarding their ability to save for the future,
the difficulty of guaranteeing some income for the purpose
of retiring, and the dependence of those who are able
to contribute in relation to the social security system
become clear.

This panorama directly contributes to explain the
poor results for the dimensions “Savings Behavior” and
“Future Expectation”. Without a set of public policies
aimed at full employment, expansion of Higher Education,
and programs for financial literacy and preparation for
retirement, both associated with a legislation that regulates
the supply and demand of credit, the most vulnerable
people will remain without future expectations about
their financial life.

It was also possible to identify that women, young
people, divorced/separated persons, blacks, with up
to complete elementary education, borrowed housing,
unemployed, with a gross monthly family income of up
to R$ 1,100.00 and with 4 or more dependents constitute
the profile of citizens less able to deal with financial
preparation for retirement. These groups with high
vulnerabilities related to income, employment, schooling,
and inadequate expenditure management are, therefore,
the most dependent on public policies.

The promotion of specific interventions aimed at
reducing social inequalities can lead to an improvement in
the cost of the social security system, as well as a reduction

6. FINAL REMARKS

When it comes to preparing for retirement, it is
observed that Brazil presents a very different scenario from
those identified in developed countries. In these countries,
the existence of financial preparation for retirement is a

in the country’s level of indebtedness. At the same time,
the adoption of effective educational policies, such as
the inclusion of the themes preparation for retirement
in school curricula that contribute to improved levels
of education and financial literacy (Franca & Hershey,
2018; Nolan & Doorley, 2019), the support in creating
an effective planning (Han et al., 2019) and continuous
training on the psychological and financial aspects of a
healthy lifestyle (Nansubuga, 2018) are alternatives that
can help improving financial preparation for retirement.

The financial system has been responsible for the
provision of facilitated credit (Lusardi & Mitchell, 2011b;
Tiryaki et al., 2017) and for the lack of clarity of the
conditions of these loans (Garz et al., 2021). Access to
financial products and services went from 85% in 2019
to 96% in 2021, one of the reasons for this boost was the
payment of emergency aid granted during the pandemic
of coronavirus disease 2019 (COVID-19) (Banco Central
do Brasil, 2021). The health crisis boosted the opening
of accounts to receive the aid, causing the expansion of
fintechs (Furlani & Carvalho Dias, 2021). Thus, these
entities began to contribute to family indebtedness and the
reduction of savings for retirement through the availability
of credit cards, financing, and mainly consigned payroll-
deductible loans. Under these circumstances, situations of
over-indebtedness and discrimination are also amplified,
as potentially vulnerable groups have reduced credit
approval rates or receive more expensive credit offers than
others (Garz et al., 2021). Therefore, it is necessary and
urgent that the financial system take the role of consumer
protection, application of suitability, and promotion of
actions aimed at providing clients with financial literacy.

Thus, it is key to expand the Brazilian National
Strategy for Financial Education (Estratégia Nacional
de Educacional Financeira [ENEF]) and the PPAs. It is
necessary that the government, the Central Bank, the
Securities and Exchange Commission of Brazil (Comissao
de Valores Mobiliarios [CVM]), financial agents, and
society (non-governmental organizations [NGOs], digital
influencers) make a joint effort in favor of a greater reach
of the initiatives to increase financial knowledge and
improve the population’s financial behavior.

fact for the majority of the population (Ruthbah, 2021),
what is discussed is whether this preparation has an
adequate level (Han et al., 2019) and whether the citizen
is able to decide how to adequately allocate resources and

R. Cont. Fin. — USP, S3o Paulo, v. 34, n. 91, 1705, 2023



Kelmara Mendes Vieira, Taiane Keila Matheis & Tamara Otilia Amaral Rosenblum

make necessary investments (Baulkaran, 2022; Franca &
Hershey, 2018; Nolan & Doorley, 2019). While in Brazil
the scenario consists in great incapacity for financial
preparation for retirement for a significant portion of
the population.

Regarding the goal of assessing the perception of
financial preparation for retirement in the non-retired
Brazilian population, it was identified that the vast majority
of Brazilians had low/very low preparation. In the analysis
of the influence of socioeconomic, demographic, and
behavioral variables, it was identified that groups with
women, young people, divorced/separated persons, black
people, those with up to complete elementary education,
borrowed housing, unemployed, with a gross monthly
family income of up to R$ 1,100.00, and having 4 or
more dependents are the most vulnerable ones. Without
any savings capacity, spending more than they earn and
depending on consigned payroll loans and other credits
to “make ends meet,” the most vulnerable group cannot
think or measure how much they would need to pay
for their retirement and, consequently, have low future
financial expectations.
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