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ABSTRACT 

The purpose of this study is to identify variables describing the decision to retire 

before the age of 65. Early retirement is important because of the large and increasing 

number of individuals who are retiring eariy in the United States. In addition, it is a 

significant factor in regard to retirement behavior and retirement decisions. Information 

regarding variables describing the decision to retire early will be useful to educators, 

policymakers, and financial planners: educational materials can be tailored to meet 

specific needs, policies can be set to meet unmet needs, and fmancial planners will be 

able to target clients in this niche of the plarming market. 

The 1999 Retirement Confidence Survey (RCS) was used in this research. 

Logistic regression was used to measure the statistical relationship between the 

dependent variable and the independent variables. Two independent variables, retirement 

savers and level of education, were found to be significant at the .05 level, and 

confidence in Social Security was found to be significant at the .10 level. 

Recommendations for future research include the following: replicating the study 

employing later versions of the RCS, employing sampling techniques that allow 

randomizations that should yield respondents that match more closely with the 

demographics of the U.S. population, replicating the study and including additional 

variables, research using more inclusive questions addressing the respondent's 

circumstances at the time of retirement, and research conducted to assess the validity of 

the retirement readiness questions and the financial attitudes and behavior score. 
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CHAPTER I 

INTRODUCTION 

Background 

Baby boomers, or the baby boom generation, include "those bom from the mid-

1940s to mid-1960s" (Cordell, 1999, p. 741). According to Yuh, Montalto, and Hanna 

(1998), baby boomers will begin to retire in 2001, starting an accelerated rate of increase 

in the retired population of the United States. The demographics of the American 

population are changing, since individuals are living longer (Wise, 1997). Men's life 

expectancy at age 55 increased by more than 16% and at age 65 increased by 

approximately 18% between 1960 and 1990. During this same period, women's life 

expectancy at age 55 increased by almost 15% and at age 65 increased by approximately 

20% (Wise). 

Labor force participation of older workers continues to decrease as more older 

workers leave the workforce (Wise, 1997). Many Americans are leaving the work force 

prior to age 65 (Bucci, 1990). Between 1960 and 1990, the proportion of labor force 

participation by men age 65 and older declined by 52%. Labor force participation is 

significant not only for individuals contemplating retirement but for the economy as a 

whole, since overall gross national product depends on a steady supply of labor. 

The timing of the retirement of an individual is a significant issue. One of the 

major reasons that the timing of retirement is important is that the longer an individual is 

retired, the higher the probability that resources will be exhausted. There is some doubt as 



to whether or not individuals will have adequate savings relative to longevity. Yuh et al. 

(1998) noted that most households will not have adequate resources to retire as planned 

because of declining individual savings, uncertainty surrounding Social Security benefits, 

and increases in health care and living costs. Using the 1995 Survey of Consumer 

Finances, Ameriks (2000) generated retirement plans for individuals and attempted to 

determine adequacy of savings. Ameriks found that 48.5% of households do not ftilly 

fund their retirement expenses at the level his models found to be adequate. Borzi (1995) 

surveyed workers regarding perceptions of financial difficulty when they retire and found 

that workers reported that people their age would face financial difficulty when they 

retire, but a majority of those surveyed had not begun to save for retirement. 

Purpose of the Study 

The purpose of this study is to identify variables describing the decision to retire 

before the age of 65 using the 1999 Retirement Confidence Survey (RCS) data, collected 

and published by the Employee Benefit Research Institute (EBRI). Recommendations 

and conclusions based on research findings were developed to determine what 

demographic, economic, and attitudinal and behavioral variables help to determine if an 

individual will make the decision to retire before age 65. 

Justification of the Study 

The decision to retire is a personal one with a number of consequences. In 

addition to the aforementioned financial issues, individuals must also cope with 



emotional and psychological issues (Kevles, 1999). Individuals move into a different 

phase of their lives when they choose to retire. Some are aware of the ramifications of 

their decision while others are not. Although a considerable amount of research has been 

done conceming retirement and early retirement, other researchers have focused on 

demographic, health, and work-related variables (Beehr, Glazer, Nielson, & Farmer, 

2000; Ekerdt, Kosloski, & DeViney, 2000). This study will include unique variables that 

other studies have failed to consider: retirement readiness and attitudinal and behavioral 

variables along with the demographic and economic variables that other studies have not 

included. 

It is important to identify the variables that affect the decision to retire. There is a 

looming threat that individuals will outlive their retirement assets (Hofmann, 2001), and 

the earlier an individual retires, the more likely they are to outlive their assets. If an 

individual chooses to retire early, they spend less time in the workforce and have more 

years of engaging in pure consumption of their resources. 

With many individuals accepting early retirement incentives from their 

employers, the factors affecting the decision to retire early are relevant. It is important to 

note that the rate of inflation affects the amount of the actuarial subsidy in early pension 

benefits required to attain an economic situation as favorable as if pension benefits were 

distributed in their regularly scheduled stream (Ippolito, 1990). The general population 

does not understand inflation's impact on their retirement and may be choosing to retire 

early based solely on their knowledge of existing incentives offered. The consequences 

may be negative, depending on the growth rate of wages and the growth of inflation. For 



example, if the growth rate of wages is high and inflation is high, an individual will have 

forgone future increased wages and high inflation rates will reduce the purchasing power 

of their retirement dollars. 

Early retirement is also important from a public policy standpoint. Labor supply 

and unemployment is an issue that is important to workforce planning. Raphael (2002a) 

noted that futurist Joe Coates believes that there will be a massive labor surplus within 10 

years, while human resource leaders believe that there will be a labor shortage. If the 

human resource experts are correct there will be approximately 10.3 million jobs in the 

U.S. that will be unfilled (Raphael), and early retirees would be contributing to the 

significant labor shortage. 

In summary, early retirement is significant because of the large and increasing 

number of individuals retiring early in the United States. In addition, it is a significant 

factor in regard to retirement behavior and retirement decision making. Information 

regarding early retirement decisions will be useful to educators, policymakers, financial 

planners, and employers: educational materials can be tailored to meet specific needs, 

policies can be established to meet needs that are currently not being met, financial 

planners will be able to target clients in the national planning market, and employers will 

be better able to predict employees' willingness to accept early retirement incentives and 

plan for their fiiture employment needs. 



Research Question and Hypotheses 

The research question is: What are the variables describing the decision to retire 

eariy? The hypotheses that have been developed for this sttidy include: 

1. Males will be more likely than females to make the decision to retire early. 

2. Higher retirement readiness scores will be positively related with the 

decision to retire early. 

3. Higher levels of investment confidence will be positively related with the 

decision to retire early. 

4. Higher risk tolerance will be positively related with the decision to retire 

early. 

5. Greater levels of education will be positively related with the decision to 

retire early. 

6. Greater number of fmancial dependents will be negatively related to the 

decision to retire early. 

7. Higher financial attitudes and behavior scores will be positively related 

with the decision to retire early. 

8. Higher levels of income will be positively related to the decision to retire 

early. 

9. Savers will be more likely than non-savers to retire early. 

10. Higher levels of confidence in Social Security will be positively related 

with the decision to retire early. 



11. Higher levels of confidence in Medicare will be positively related with the 

decision to retire early. 

This research will employ a dataset from a study conducted by EBRI, whose 

mission is to provide objective research and education (EBRI, n.d./2002b). The 

organization is funded by membership dues, grants, and contributions, and provides 

research data to enhance the development of employee benefit programs and public 

policy. 

Definitions 

The following definitions were used for the purposes of this study. 

Retirement 

According to Dutcher (1999), retirement can have several meanings, and defining 

retirement has become increasingly difficult in recent years. Individuals may exit their 

careers to no longer work in any capacity, may begin working in new careers, or work 

part time in either the former career from which they retired, or work part time in a 

different area. The extent to which an individual chooses to continue to be a part of the 

workforce depends on a number of factors, including health. Retirement is a phase of life 

when the working ends and another phase begins. 

The traditional definition of retirement, as defined by Feldman (1994) and later 

adopted by Beehr, Glazer, Nielson, and Farmer (2000) will be employed in this study. 

Feldman defines retirement in terms of a specific event, involving exiting from a position 



that has been held for some period of time, taken after the individual has reached middle 

age, and with the intent of less commitment to work. 

Early Retirement 

Some researchers argue that the traditional retirement age is between 62 to 65 

years of age (Haas & Serow, 2002). Beehr (1986) defined early retirement as age 64 or 

less. Non-early retirement age for this study will be considered to be age 65, since at this 

age, individuals would be eligible for various forms of retirement benefits without 

penalty, such as Social Security and Medicare benefits, distributions from individual 

retirement accounts, and distributions from employer-provided pensions. Therefore, in 

this research, early retirement will be defined as retiring at age 64 or less. 

Gender 

Gender (i.e., male or female) was considered to be a significant factor in the 

identification of early retirement versus non- early retirement because researchers have 

found that there are gender differences in predicting retirement decisions (Talaga & 

Beehr, 1995). 

Retirement Readiness 

The Retirement Readiness Rating was designed by the researchers who conduct 

the RCS (Employee Benefit Research Institute, n.d./2002a). The scale ranges from 5 to 

20 and is established by combining the responses to five questions. The questions were 



self-assessments of the respondents' confidence that they will have enough money to live 

comfortably through the retirement years; have enough money to take care of basic 

expenses during retirement; whether or not they were doing a good job preparing for 

retirement; whether or not they would have enough money so support themselves in 

retirement; and whether they will have enough money to take care of medical expenses 

when they retire. The questions are included in Appendix A, and fiirther discussion of the 

creation of the variable is discussed in Chapter III. 

Investment Confidence 

Investment confidence is defined by respondents' perception of confidence in 

investing retirement savings wisely. Higher levels of confidence, particularly 

overconfidence, were found to be associated with frequent trading and lower expected 

utility (Barber & Odean, 2001). Therefore, investment confidence was considered to be a 

potential differentiating factor. 

Risk Tolerance 

An investor's risk tolerance is defined as their willingness to accept risk for future 

financial gain. Individuals with low levels of risk tolerance require more certainty, while 

individuals with high levels of risk tolerance can accept more volatility (Grable, 1997). 

Risk tolerance is important factor in the timing of retirement because of its role in a 

household's decisions regarding its portfolio of investments (Sung & Hanna, 1996). 



Education 

Education, or formal academic achievement, is argued by Hatcher (1997) to be 

associated with reservation wealth which he concludes is a predictor of retirement need. 

Reservation wealth was defined by Hatcher as ".. .the demand for wealth..." (p. 59), or 

the level at which an individual decides to retire. Since retirement needs would be related 

to the decision to retire early, level of education is considered an important factor in 

determining early retirement versus non-early retirement. 

Number of Financial Dependents 

The number of financial dependents is defined as the number of individuals (other 

than self) for which the respondent (and spouse/partner) was financially responsible. 

Financial Attitudes and Behavior 

According to Dominguez and Robin (1993), there are four perspectives of money: 

(a) practical, physical realm; (b) emotional/psychological realm; (c) cultural realm; and 

(d) personal responsibility and transformation. An individual's perspectives regarding 

money would impact their financial attitudes and behavior. For this research, financial 

attitudes are defined as an individuals' thoughts or feelings towards money resources or 

money matters. Midkiff (1994) defined financial attitudes as " . . . the state of mind or 

feeling regarding one's financial situation" (p. 17). Midkiff further stated that financial 

attitudes are more qualitative than financial behaviors. Financial behaviors are defined as 

an individuals' actions or conduct with regard to money matters. 



Income 

The term income can take on a variety of meanings, including personal income, 

lifetime income, household income, and other forms. For this research, income is defined 

as total annual household income, before income taxes for the year prior to the survey. 

Savers 

Savers are defined as those individuals who have engaged in some type of 

personal retirement savings activity other than Social Security or employer-provided 

retirement savings opportunities. 

Confidence in Social Security 

For this study, confidence in Social Security is defined as the belief that the Social 

Security system will continue to provide benefits of at least equal value to the benefits 

being paid at the time of the survey. 

Confidence in Medicare 

Confidence in Medicare is defined as the confidence that the Medicare system 

will continue to provide benefits of at least equal value to the benefits being paid at the 

time of the survey. 
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Delimitations. Limitations, and Assumptions 

Delimitations 

This study was delimited to those individuals who reported that they were retired 

in the 1999 RCS. The limited sub-sample included only those respondents who indicated 

that they were retired from any type of work as of the date of the survey. Additionally, 

this study employed an existing data set. Therefore, what questions were asked, how 

questions were asked, and sample selection were out of the control of the researcher. 

Limitations 

All variables were measured subsequent to the decision to retire. It is 

acknowledged that while the sample used in this study may accurately reflect the retired 

population, generalizations cannot be made to the broader population, namely the 

working population. 

One of the assumptions inherent in this study is that individuals are able to 

rationally choose the timing of their retirement. However, not all individuals have the 

luxury of this choice, and some employees are forced to retire early (Kevles, 1999). Other 

individuals must continue to work because of financial needs (Simon-Rusinowitz, 

Wilson, & Marks, 1998). This inability to choose must be acknowledged as a limitation 

of this study. 

Another limitation is that the study does not include some demographic variables 

that might be used determine the factors affecting the decision to retire early. Marital 

status has been found to affect the timing of the retirement decision (Smith & Moen, 
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1998; Szinovacz & DeViney, 2000). Marital statiis could not be used in the sttidy, since 

respondents were reporting their current marital statiis, not their marital stattis when they 

retired. Ethnicity was not included in the study because upon preliminary investigation, 

there were too few respondents in categories such as Black, Hispanic, and Other (i.e., the 

sample included primarily White/Caucasian respondents). 

The study was also limited by the inability to include a work-related variable. 

Previous research included work-related variables and found them to be significant 

predictors of the timing of the retirement decision (Beehr, 1986; Beehr, Glazer, Nielson, 

& Farmer, 2000). Since this study involved the use of an existing data set, and no 

questions in the survey pertained to work-related conditions, this variable could not be 

included in this study. 

And finally, the study was limited by the fact that health was not included as a 

variable. Talaga and Beehr (1995) found that when the health of one spouse was a 

concem, retirement decisions differed between men and women. There were no questions 

in the RCS associated with health. Therefore, health could not be included as a variable 

of interest. Previous research suggests that health is a significant factor in the decision to 

retire (Beehr, 1986). This limitation indicates that fiirther research is needed 

incorporating health as a variable as well. 

12 



Assumptions 

Since an existing data set was employed in this study, the following research 

assumptions were made: data entry was accurate and complete, and all statistical coding 

and survey development was conducted appropriately. 

Summary 

This study was designed to determine the variables describing the decision to 

retire early based on the 1999 RCS. The remainder of the dissertation is organized in the 

following chapters: Chapter II is a discussion of the review of literature; Chapter III 

describes the methodology employed; Chapter IV is a discussion of the findings of the 

study; and Chapter V includes discussion, conclusions, recommendations, and 

implications. 

13 



CHAPTER 11 

LITERATURE REVIEW 

History of Retirement Issues 

Retirement issues have been the subject of research and discussion for over 40 

years. Tibbitts (1954) stated that retirement was difficult to define and gave rise to 

individual problems as well as potential social problems. According to Carter and Sutch 

(1996), from 1900 to 1910, more than 20% of males who were employed at late middle-

age ceased to work prior to their death. Uhlig (1952) studied the employment and 

retirement decisions of older males and found that many older workers were not prepared 

for involuntary retirement. Of the respondents in his study, 57% stated that they had 

retired for involuntary reasons, such as imposed retirement by the employer. Conversely, 

40% indicated that they had voluntarily retired. Population and employment trends in the 

1950s had already indicated that a rapid increase in the proportion of people age 65 and 

over was occurring (Tibbits). 

In its early history, the U.S. was primarily an agricultural-based society centered 

around mral communities. Families were the primary economic unit, and individuals 

worked until they were no longer able to work. Families cared for their elderly when they 

reached the point that they were unable to care for themselves. With the industrial 

revolution, individuals in the family, particularly men, left to work outside the home. In 

1929, employee benefits increased in significance because unemployment became 

rampant during the Great Depression. The passage of the Social Security Act of 1935 was 

14 



a particulariy important event in the employee benefit area (Jerrell, 1997). There was an 

apparent shift in the responsibility for support during retirement from individuals to 

governments and businesses (Kilpatrick, 1997). 

Ippolito (1990) stated that there has been a decrease in the participation by men in 

the workforce since World War II, and the decreasing participation continued into the 

mid-1980s at an increasing rate. In 1950,42% of male workers remained in the 

workforce. This percentage decreased to 27% in 1970 and only 16% in 1985. Ippolito 

considered the decrease to be attributable to two primary institutions: private pension 

plans and the Social Security system. 

During this same period, the importance and participation of women in the 

workforce increased. Since 1940, the percentage of women working has more than 

doubled (Ferber, 1993). The participation of women in the labor market increased from 

27.9% in 1940 to 57.4% in 1991. There were also changes in the work pattems of 

married women. In 1978 married women age 25 to 54 worked an average of 1,501 hours 

per year. In 1998 the average annual hours worked for the same group had increased to 

1,779 hours (Cohen & Bianchi,1999). 

According to Yuh and DeVaney (1996) and supported by Yabiku (2000), the 

primary sources of retirement income are Social Security and private pensions. However, 

not all individuals have access to private pensions since private pensions are not offered 

in all jobs. Manufacturing and unionized jobs typically have higher pension coverage 

than jobs in service industries (Yabiku). 

15 



There are two basic types of private penions: defined benefit and defined 

contiibution (Yuh & DeVaney, 1996). Defined benefit plans involve calculating benefits 

to be received at retirement and responsibility and risk placed on the employer, while 

defined contiibution plan benefits are based on contributions, income, expenses, gain, 

losses, and forfeitures allocated to the employee's account (Yuh & Devaney). 

According to Foster (1996), there has been a shift from defined benefit plans to 

defined contribution plans that began with the passage of the Employment Retirement 

Income Security Act of 1974. LaRock (2002) also acknowledged the transition from 

defined benefit to defined contribution plans. The trend continued through the mid 1980s 

(Foster), and accelerated with the increase in the use of Section 401(k) plans (Yuh & 

DeVaney), where employee contributions are made with pre-tax dollars. The shift from 

defined benefit to defined contribution plans results in a shift in responsibility for 

retirement savings; instead of the employer being responsible for retirement savings, the 

burden is placed on the individual. 

The Decision to Retire Before Age 65 

Beehr (1986) developed a model organizing certain variables that are a part of the 

retirement decision-making process. The model included three types of retirement: early 

versus on-time; partial versus complete, and voluntary versus involuntary. His work 

prompted other studies in retirement decision-making (Hanisch & Hulin, 1991; Feldman, 

1994; Talaga & Beehr, 1995). Feldman explored the decision to retire before age 65 on 

several levels. The key variables were categorized as individual-level, family-level, job-

16 



and career-related, organizational-level, and environmental-level. Talaga and Beehr 

focused on the gender differences in retirement, and found that having dependents in the 

home, the health of spouse, the retirement status of spouse were found to be significant 

for both males and females. 

Ekerdt, Kosloski, and DeViney (2000) state that as individuals approach 

retirement age (51 to 61 years), they report more frequent thoughts and discussions 

regarding retirement. According to the 1999 RCS Summary of Findings, current workers 

expect to work longer and to continue to work after retirement, and that Social Security 

was the most important source of income for current retirees (EBRI, n.d./2002a). In 

addition, demographic projections for the current American populace indicate that the 

retired population will increase in diversity (Johnson et al., 1997). 

Theory of Rational Choice and Model 

Traditional economic theory is rooted in the assumption that individuals in the 

marketplace act rationally (Kirzner, 1962). Kirzner argued that rationality must be a part 

of economic theory in order for such theory to be used to explain empirical evidence. He 

stated that scientists must not only explain empirical regularities, but also explained the 

consequences of rational actions. 

The theory of rational choice in decision making is built on the concept that an 

individual will evaluate a situation based on the sitiiation's positive and negative 

attributes, and make a decision that combined the attributes. Henderson and Quandt 
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(1958) developed a model proposing that individuals maximize their utility, given the 

current set of circumstances. Their model fits traditional economic utility theory. 

Henderson and Quandt stated that rationality involves the assumption that the 

consumer chooses among altematives and selects the altemative that will yield the 

greatest amount of satisfaction. They further state that "...the posttilate of rationality is 

equivalent to the following statements: (1) for all possible pairs of altematives A and B 

the consumer knows whether he prefers A to B or B to A, or whether he is indifferent 

between them; (2) only one of the three possibilities is tme for any pair of 

altematives..." (p. 7). Rationality requires that the consumer be able to rank the 

alternatives in order of preference. In this research the altematives (A) will be early 

retirement (prior to age 65) and (B) will be non-early retirement. 

Tversky and Kahneman (1986) criticized economic theories of decision making 

that employed game theory. They proposed an altemative, prospect theory, incorporating 

psychophysical principles of evaluation in a theory of choice. Their theory involves two 

phases: framing and editing. The first phase, framing, involves analyzing the problem, 

including acts, possible contingencies, and outcomes. The second phase, editing, consists 

of evaluating the framed prospects. Once prospects have been evaluated, the prospect 

with the highest value is selected. Prospect theory differs from many other economic 

models because it makes no normative claims. The focus of prospect theory is to explain 

preferences and determining whether or not they can be rationalized. 

Although prospect theory has been applied to consumer research in the areas of 

bargain seeking behavior and effects of sunk costs on decisions (Darke & Freedman, 
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1993; Garland & Newport, 1991), management science in the area of buyers' pricing 

behavior (Casey, 1994), and economics (Barberis, Huang, & Santos, 2001), there have 

been no applications to the area of retirement research. The complexity of the theory 

involves the weighting function within the theory. Weights must be applied to the various 

parameters. Neilson and Stowe (2002) examined recent experimental studies that 

employed prospect theory with the purpose of investigating difficulty in fitting 

parameterized functional forms. They concluded that none of the parameterizations could 

simultaneously account for the areas of interest, such as gambling behavior or insurance, 

and suggested that the fimctional forms were unsuitable for generalizations to applied 

settings. Rubin (1998) suggested that employing probabilities to predict judgments can 

lead to " . . . severe and systematic errors" (p. 24). 

Other researchers (Kilka & Weber 2001) emphasized the importance of the 

weights and suggest that the probability weighting fiinction should be source dependent. 

Prelec (1998) presented four fiinctions that might apply to a given situation. The nature 

(shape) of the fiinction must be known in order to properly assign weights in the 

equation. Prelec's work surrounded risk attitudes, the focus of prior research, including 

acquisition of lottery tickets and aversion to rare accidents. Given that there is ambiguity 

in the assigning of weights and the shape of the function (Levy & Levy, 2002) when 

employing prospect theory and the lack of empirical use in retirement research, prospect 

theory was not deemed to be appropriate for this research. 

Sugden (1991) explained the divergent views of modem economists and their 

perspectives regarding rational choice theory. Some economists view economic theory as 
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purely positive or descriptive, and the purpose of such economic theory is to describe 

behavior. Sugden argued that rational choice should be embraced. He stated that the 

theory can be viewed from a normative perspective describing how rational individuals 

ought to make choices. The theory of rational choice is generally accepted in the 

economic community and the theory is used within economics to explain the choices of 

consumers. 

The decision to retire early involves human reasoning and the consideration of 

economic resources. Rational choice is a logical theory to explain human behavior, 

appropriately applied to retirement decisions. Logically, the decision to retire early would 

be made at some age when the individual is far from their planned retirement age. The 

ability to retire earlier than the legal retirement age at which benefits can be received 

without penalty is determined by tax consequences. People who retire at age 65 have the 

legal ability to obtain the maximum annuity through Social Security benefits and 

withdraw retirement savings without penalty. 

Therefore, those who choose to retire earlier than their legal retirement age would 

not retire early unless they had planned for early retirement in a series of logical steps. In 

order to retire early with adequate resources, the individual would have to have engaged 

in rational economic behavior and planned for retirement needs. The decision to retire 

early would, logically, be the result of rational decision making, including the timing of 

retirement and engaging in rational behaviors, such as saving for retirement or adjusting 

consumption behavior. 
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Research Describing the Decision to Retire Eariy 

Gender 

Previous studies indicate that there are gender differences in predicting retirement 

decisions (Talaga & Beehr, 1995). Using a random sample of both older employees and 

retirees, Talaga and Beehr found that when dependents lived in the household and when 

an individual's spouse was retired, retirement decisions differed between men and 

women. 

Hogan and Permcci (1998) found that gender inequality is produced and 

reproduced throughout the life course. Employment income was found to be distributed 

unequally, partially due to women's propensity to have discontinuous work histories due 

to childbearing and other caregiving activities. Yabiku (2000) stated women sometimes 

have lower coverage rates due to the characteristics associated with private pensions. For 

example, participation in a pension plan may require fiill-time employment or minimum 

time of service, and women may have unequal opportunities due to their responsibility 

for young children. 

Women also face barriers to retirement planning (Catrambone, 1998), which may 

also lead to postponed retirement for women. In the May 1998 National Center on 

Women and Aging study, women were asked open-ended questions regarding their 

financial preparedness for retirement. Responses indicated their insecurity regarding their 

financial knowledge and their belief that the public at large considers women deficient in 

the requisite skills to handle financial matters (Alcon, 1999). 
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Stiidies indicate that women are more susceptible to poverty in old age than men 

(Bemasek & Shwiff, 2001). Women also experience higher expenses for health care than 

men as they age. Due to the number of women in the paid workforce and their unique 

retirement needs, researchers have begun to focus on women and working and retirement 

issues. Bajtelsmit and Bemasek (1996), stated that conservative investing resulted in 

women's reducing their asset portfolios. These findings were supported by Alcon (1999), 

who confirmed that women tend to save less money, are less knowledgeable about 

investing, and invest more conservatively than men. Consequently, women, when faced 

with poverty, higher expenses, and less in retirement savings may be unable to retire as 

early as men. 

Retirement Readiness 

A 1995 study revealed that three out of four individuals surveyed believed that 

people their age will face financial difficulty when they retire. However, most were 

confident that they would be secure in retirement (Borzi, 1995). In an effort to address 

retirement issues, a National Endowment for Financial Education "think tank" concluded 

that the responsibility for retirement in the 21^' century will fall to individuals (Anthes & 

Most, 1999). They also agreed that consumers must be more responsible for their own 

retirement and that consumers should exhibit "core competencies" and confidence in 

their ability to accomplish such competencies. In 1997, more baby boomers surveyed 

(57%) were concemed that they would not have enough retirement income (Cutler, 

1998). Porter (1999) indicated that respondents reported more confidence in themselves 
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to achieve their financial goal regarding retirement and were willing to accept the 

responsibility. 

Data from the RCS suggested that those who have prepared for retirement are 

more confident about their retirement. The RCS included questions asking respondents 

their perceptions regarding whether or not they will have money to live comfortably 

throughout their retirement years, whether they will have enough money to take care of 

basic expenses, whether they did a good job preparing financially for retirement, whether 

they will have enough money to support themselves, no matter how long they live, and 

whether they will have enough money to take care of medical expenses (EBRI, 

n.d./2002a). Of the workers surveyed in the 1999 RCS, 24% reported that they were very 

confident regarding their overall confidence in having enough money to live comfortably 

throughout retirement; 25% reported that they were very confident that they were doing a 

good job preparing financially for retirement; 17% reported that they were very confident 

that they will have enough money to medical expenses; and 34% reported that they were 

very confident that they will have enough money to support themselves in retirement. 

Consequently, respondent's confidence in their retirement readiness may affect 

the timing of their retirement. If they do not believe that they are prepared for retirement, 

they may delay the decision to retire, whereas if they believe that they are prepared for 

retirement they may choose to retire early. 
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Investment Confidence 

In today's marketplace, investors have more investment choices than ever before. 

The recent past has included record-level market volatility (Jacobius, 2000). Such 

volatility may affect individuals' confidence in their ability to make wise investment 

decisions. Investor confidence appears to be declining. Barber and Odean (2001) reported 

that individuals were overconfident in their abilities, knowledge, and fiiture prospects 

regarding the financial markets. Such overconfident investors traded more often than 

rational investors. 

Therefore, giving individuals more choices and more responsibility, may affect 

their decision of when to retire. If they are confident in their ability to make wise 

investment decisions, they may retire early, whereas if they are not confident about their 

decisions they may postpone retirement. Conversely, the end result of overconfidence 

would be lower overall returns, which would reduce the individual's overall portfolio. 

Reduced total assets could result in postponing the decision to retire. 

Risk Tolerance 

According to Sung and Hanna (1996), differences in risk tolerance exist by 

gender, marital status, and ethnic group. Risk tolerance decreases with age, as individuals 

become more risk averse (Wang & Hanna, 1997). In a study conducted by Niendorf and 

Ottaway (2002), simulations were mn to determine the wealth distributions of risk 

seeking and risk averse individuals. They found that the risk averse investors experienced 

retums of only 84% of the retums experienced by risk seeking investors. 
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The importance of investor risk tolerance conceming financial decision making 

has led to the development of measures of financial risk tolerance. Grable and Lytton 

(1999) developed a quantitative measure of risk tolerance using an insti^iment that they 

developed. They suggest that employing this instmment will be beneficial because their 

insttiiment"... offers a strong degree of multidimensionality in the measurement of 

financial risk tolerance" (p. 177). The model includes 13 items including demographic 

and personal characteristics of individuals. 

Cordell (2001) also developed a tool for evaluating risk tolerance. His framework 

separates risk tolerance into four components: propensity (an individual's real-life 

decisions in financial situations), attitude (an individual's willingness to incur monetary 

risk), capacity (an individual's financial ability to incur risk), and knowledge (an 

individual's relative understanding of the risk/retum trade-off). Based on his research, 

Cordell concluded that three of the components, propensity, attitude, and capacity are 

influenced by each other to some extent. 

According to Young and O'Neill (1992), risk tolerance is determined primarily by 

confidence and control. The more confident an individual is with the situation, the higher 

his risk tolerance will be. In addition, investors become more confident when they have 

had some experience. The feeling of a degree of control also increases the investor's risk 

tolerance. Those inclined to take more risk were more likely to invest more aggressively. 

Seidner and Spano (1998) stated that the perception of risk taken by an investor is 

decreased when the stock market fails to bounce back. 
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Cutler (1995) identified three myths associated with financial risk tolerance: risk 

is a one-dimensional attittide; client's perception of the amount of risk that they are 

willing to take is accurate; and older people are more risk averse. He argues that risk 

tolerance is complex and difficult to measure, that most people are unable to provide a 

totally accurate evaluation of their risk tolerance, and that there is no universal 

connection between cause and risk. He states that caution should be used when applying 

stereotypes to older age investors. 

Results from one study indicated that investors reduced their level of portfolio 

risk depending on their perception of the likelihood of an economic depression, and that 

the percentage of equity holdings in a portfolio increased with age, then later decreased 

(Schooley 8c Worden, 1999). Hanna and Chen (1997) recommended that a retirement 

savings portfolio for a typical investor under 50 years of age should be invested solely in 

stocks. In addition, they suggest that with a 20-year horizon, a household should invest 

aggressively. However, investment strategies are affected by a combination of the 

investor's objective and subjective risk tolerance. An investor's risk tolerance impacts the 

investor's portfolio and, ultimately total wealth. Reduced wealth may lead to the decision 

to retire later, whereas increased wealth could result in the decision to retire early. 

Level of Education 

Based on prior research (Whipple, 2001), the level of education that an individual 

possesses has an impact on the individual's retirement decision. Highly educated 

employees are often respected by their co-workers due to their knowledge. This respect 
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may result in the highly educated individual being deemed the expert in a particular area. 

As a result, the individual may choose to stay with the organization for as long as 

possible. 

Land and Russell (1996) used Modigliani's Life Cycle Hypothesis, to analyze 

sociodemographic covariates of the life course accumulation of total household net 

worth. Their research indicated that educational attainment was positively associated with 

net worth but the net effect of occupational status was not statistically significant. Higher 

net worth may lead to the decision to retire early while lower net worth may result in 

postponing retirement. 

Higher level of education and increased retirement age was supported by some 

studies. Montalto, Yuh, and Hanna (2000) developed an equation to predict retirement 

age and tested it by using the 1995 Survey of Consumer Finances. The researchers found 

that planned retirement age increased as the level of educational attainment increased. A 

study by Hanisch and Hulin (1991) also maintained that highly educated individuals are 

less likely to retire early. 

It is important to note, however, that higher general education does not 

necessarily mean more financial literacy. Middle-aged Americans are the most educated 

generation in the nation's history (Cutler & Devlin, 1997). Recent research indicates that 

although individuals possess a high level of general education, they were not 

knowledgeable about issues regarding their financial fiiture. They prefer to tmst their 

retirement decisions to others handling their retirement affairs when possible. 
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Number of Financial Dependents 

The number of financial dependents for which an individual is responsible is 

related to the decision to retire. Ekerdt, Kosloski, and DeViney (2000) found that having 

children under 18 at home was significantiy related to the anticipation of retirement by 

workers. Consideration of retirement was higher for individuals without children at 

home. Beehr (1986) suggested that family stattis may affect perceived financial 

obligations and might affect the decision to retire. DeVaney (1995) found that smaller 

households had a positive relationship with financial preparation for retirement, which 

also might affect the timing of the retirement decision. Having responsibility for financial 

dependents may prevent an individual from retiring early if financial obligations exist and 

the individual is forced to continue to work to meet such obligations (Beehr et al., 2000). 

Research indicates that baby boomers are quite diverse in their financial 

expenditures. Having dependents and variation in dependents' ages may affect retirement 

savings. According to Cutler (1998), individuals without children or with younger 

children spend more on insurance and pensions and there is a wide range in the amount of 

expenditures for these items. In addition, as children get older, parents may spend more 

on pensions, thereby increasing their retirement savings. Research by Simon-Rusinowitz, 

Wilson, and Marks (1998) also suggested that individuals with children tended to relate 

retirement plans with children's needs. 

According to the Bureau of the Census (1996), life expectancies are increasing for 

both men and women. As a result, more individuals in their fifties and sixties are likely to 

have dependents such as parents, aunts, and uncles. Baby boomers have been deemed the 
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"sandwich generation," having both children and parents as dependents. The "parent 

support" ratio, as calculated by the Census Bureau, is used to estimate the elderiy 

generations' need for support over time. The ratio has risen from 3 in 1950 to 10 in 1993 

and is projected to be 11 in 2010. 

In one study, financial dependents were noted as an obstacle to achieving 

fmancial goals, such as taking advantage of retirement savings opportunities (O'Neill, 

Xiao, Bristow, Brennan, & Kerbel, 2000). Children/children's expenses/ 

dependents/spouse/family were cited as obstacles to progress toward financial goals. 

Land and Russell (1996) reported that net worth was negatively associated with the 

number of household members under age 18. The inability to save may result in 

postponing the timing of retirement. 

Financial Attitudes and Behavior 

There have been no focused articles on financial attitudes and behavior and 

retirement, as specifically defined and developed in this research using EBRI data. 

According to Midkiff (1994), few studies have been conducted that relate to the financial 

attitudes and behavior of middle income households. Midkiff s research included the 

following behavior measures developed by Lytton and Garman in 1990: following a 

monthly budget, possessing an overall financial plan, having an interest-bearing checking 

account, setting money aside for savings, and making financial decisions without much 

analysis. 
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Measures of financial attittides employed by Midkiff (1994) included having 

enough income to meet monthly living expenses, development of a sound plan to allow 

respondent to meet financial goals, having enough savings to endure a loss of income for 

a period of three to six months, ability to handle a financial emergency, ability to "get 

ahead," and ability to save. 

Using rational choice theory, predictions regarding an individual's behavior can 

be made. In the case of an individual's ability to cope with their finances and financial 

setbacks, logic would lead to the conclusion that those who are better able to deal with 

such situations would be better prepared for retirement and, therefore, would be 

financially prepared to retire eariy. In addition, those who are disciplined as saving would 

also be more likely to be prepared for retirement. 

Conversely, those who frequently spend money when they do not plan to would 

presumably have less in retirement savings and be less prepared for retirement. They 

might postpone the decision to retire based on their lack of preparation. 

Individuals who conduct research prior to planning for big purchases would also, 

theoretically, be involved in other positive financial behaviors. Therefore, they would be 

more financially able to retire than those who do not conduct research prior to making 

large expenditures. 

Finally, those who enjoy financial planning were more inclined to engage in 

financial planning activities, including retirement savings. Durbin, Gross, and Borgatta 

(1984) found that the quantity of time spent planning for retirement was related to the 

timing of an individual's retirement, with more time spent being associated with earlier 
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retirement. Therefore, those who have saved for retirement would, presumably, be able to 

choose to retire early. 

Income 

When considering the decision to retire, individuals may consider their level of 

income. According to Kingston (2000), individuals should retire when the marginal 

utility of an additional year's wages is equal to the disutility of work. Hatcher (1997) 

developed a model designed to determine when a person would retire, based on 

reservation wealth, or the level of potential income at which an individual chooses to no 

longer work. Hatcher (1998) also conducted a study using the 1992 Survey of Consumer 

Finances of the per-period wealth at retirement. His study provided evidence that per-

period wealth would induce retirement. Hatcher argued that Ando and Modigliani's Life 

Cycle Theory of Saving implied a relationship between income and per-period wealth 

accumulation. However, Adams (1999) found that annual income was not related to 

retirement decisions. 

Whipple (2001) found that mean household income was negatively associated 

with planned retirement age. According to his research, as mean household income 

increases, planned retirement age decreases. This may be the result of those with higher 

income having the ability to better prepare for retirement. 
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Savers 

Savers in this research are defined as those who have engaged in some retirement 

savings activity. In Merrill Lynch's 10'" Annual Retirement and Financial Planning 

Survey conducted in 1998, nearly 78 % of those surveyed who were working were saving 

approximately 12 % of their income (Porter, 1999). 

An individual's motivation for saving for retirement may be due to fear about the 

economy (Smith, 2001), or lack of faith in Social Security. As previously mentioned, 

42% of individuals age 64 or under surveyed by the National Council on the Aging 

(NCOA) believe that their main source of income in retirement will be from savings in a 

401(k) or similar plan (Lach, 2000). 

The amount of savings for most households is affected by household income, with 

larger amounts of income being associated with higher savings (Engen, Gale, & Ucello, 

1999). However, Hanna, Fan and Chang (1995) stated that the concept that the same 

percentage of income should be invested each year may not apply. Rather, savings plans 

should focus on rational real consumption. 

Although the decision of when to retire may be affected by the amount of an 

individual's savings, some research suggests that the lack of savings may not be a 

deterrent to retirement. Mitchell and Moore (1998) found that Americans approaching 

retirement do not have enough wealth to support themselves comfortably during 

retirement; most Americans have little or no retirement wealth, other than pension plans; 

to achieve required adequate retirement savings, the typical household would have to 

save an additional 20% of income before age 62; most households do not receive 
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financial advice from experts, rather, they rely on family and friends; and individuals are 

entering retirement with less and less of their wealth in bequethable, non-annuitized 

forms. 

Leung (2000) presented an explanation of why the elderiy have low wealth. 

According to Leung, individuals operate under uncertainty regarding their length of life, 

and some begin dissaving prior to age 65. Retirees may enter retirement with little in 

assets due to a variety of factors, including, uncertain lifetime, provision of Social 

Security benefits (which may displace private savings), borrowing constraints, and 

college scholarship mles. 

Individuals who have engaged in retirement savings activity may consider 

themselves better prepared for retirement, and therefore, may choose to retire early. 

Therefore, there may be differences in amounts from year to year and different ages at 

which retirement savings should begin may apply to different individuals. Individuals 

engaged in some retirement savings may choose to retire early. 

In contiast, having little or no retirement savings may affect the decision to retire. 

If an individual has less savings, they may postpone retirement. This is supported by 

Lumsdaine and Wise (1990) who state that holding all other income sources constant, 

less personal savings would be associated with later retirement. 

Confidence in Social Security 

Workers were given the right to retire as early as 62 within the Social Security 

system in 1961 (Cutier & Devlin, 1997). As a result the frequency of retirement from age 
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62 to 65 increased. According to the Census Bureau (1996), in 1950, 46% of men were in 

the labor force. Participation in the labor force by men from age 62 to 65 declined to only 

16% by 1993. Lumsdaine and Wise (1990) developed a concepttial framework that 

summarized the factors that influence retirement. Social Security benefits were included 

as one of the factors. They concluded that as Social Security benefits increased, the 

incentive to retire increased. Wise (1997) also argued that Social Security and employer-

provided pension plans provide incentives to retire eariy. 

According to Rose and Larimore (2001), there are many reasons why an 

individual might retire before they are eligible to receive their maximum Social Security 

benefits. They cite health, employment reasons (forced retirement and employer 

downsizing), and adequate retirement savings as possible reasons. The latter reason, 

adequate savings, implies that the individual has chosen early retirement. However, 

research indicates that Americans are saving less (Wise, 1997). In addition. Social 

Security is considered to have reduced labor force participation, creating an incentive to 

retire early. 

The future of Social Security for baby boomers and following generations is being 

questioned, and there have been recommendations for saving the program (Cutler & 

Devlin, 1997). Nardi, Imrohorglu, and Sargent (1999) stated that not only will it be costly 

to fund the currently unfunded Social Security and Medicare systems but that the Social 

Security Administration has underestimated the adjustments that will have to be made. 

Given the knowledge that the system may be instable, individuals may be less 

confident about their future benefits. According to results of the lO"' Annual Retirement 
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and Financial Planning Survey conducted in 1998, fewer individuals reported that they 

were confident about Social Security (Porter, 1999). Confidence in Social Security 

decreased from two thirds of respondents in 1988 to only one fourth of respondents in 

1998. Results of the NCOA study found that those age 64 years and younger reported the 

belief that their main source of retirement income will be savings in a 401(k) or similar 

plan (Lach, 2000). 

Haas and Serow (2002) predicted that changes in Social Security and pension 

plans may result in postponed retirement. However, research by Samwick (1998) 

indicates that modifications to Social Security in the form of benefit amounts and age 

requirements do not affect the timing of retirement. Rather, the decision to retire is 

contingent on retirement wealth and pensions. 

Statistical data compiled by the Social Security Administration indicates that 

38 % of the recipients of Social Security had no other source of income in 1998 (Fast 

Facts About Social Security, 1999, n.d./2002). For those recipients age 65 or older. Social 

Security benefits comprised 63% of their total income, making Social Security their 

primary source of income. Given the fact that Social Security will be their only source of 

income, an individual's confidence in the future of Social Security may affect their 

decision to retire early. 

Confidence in Medicare 

As previously mentioned, many factors may affect the decision to retire. Health 

insurance may be one of the factors that determines the timing of retirement. Post-
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retirement health benefits are so important that they are used as a recmiting tool by some 

employers (McCormack, Gabel, & Berkman, 2002). Medicare, the federal health 

insurance program for retired individuals, is not available until age 65, unless the 

individual is disabled (Fronstin, 2000). Therefore, individuals under age 65 who do not 

have employer-sponsored health insurance may postpone the decision to retire until they 

are eligible for Medicare benefits. One survey suggests that Americans have strong 

feelings regarding their patient's rights, and most of those surveyed reported that they did 

not believe that the current health system was sufficiently set up to accommodate their 

needs, should they experience a tragic illness ("Lack of Confidence," 1999). 

Worker's confidence in Medicare's providing benefits of equal value to today's 

benefits increased from 1996 to 1998 (RCS, 1999). However, 66% of those surveyed 

were not confident that Medicare would continue to provide benefits equal to those 

received today (EBRI, n.d./2002a). In one study involving only men, researchers found 

that the chances of retiring early would increase 50% if workers had access to health 

insurance (Karoly & Rogowski, 1994). This may be partially attributable to the fact that 

private health insurance is so expensive to obtain, especially at an older age. 

In the Medicare Current Beneficiary Survey conducted in 1997, only 40 to 50% 

reported that they believed that they knew most or all of what they needed to know about 

the Medicare program (Murray & Shatto, 1998). In a telephone survey, 1,002 Americans 

age 65 to 85 with Medicare benefits were asked questions regarding their confidence in 

Medicare choices and the system as a whole. In contrast to the results of the 1999 RCS, 

68%) of those surveyed stated that they were confident about their ability to select a 
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Medicare coverage plan. The survey also revealed, however, the 53% could not recall 

receiving information regarding their choices in Medicare (Sherry, Passaglia, & Starch, 

1999). Consequently, a knowledge gap appears to exist for Medicare recipients. 

Major reforms are currently of importance due to the cost of providing benefits to 

the elderly and the significant increase in costs as the number of retirees grows (Fronstin 

& Weinstein, 2001). Medicare and institutional Medicaid comprise more than one third 

of the federal budget, making them the target of attention for both those desiring retention 

of benefits and those proposing changes (Lee & Edwards, 2002). Potential changes could 

affect benefits for both retirees and current workers. If benefits are reduced or the 

eligibility age is changed, workers may choose to remain in the work force in order to 

retain their health benefits and postpone early retirement. Lack of confidence may 

encourage individuals to stay in the workforce so that they can have access to employer-

provided healthcare programs or have income to purchase insurance or pay for medical 

expenses. 

Summary 

The retirement age is getting younger, yet policy makers are increasing the age to 

receive full Social Security benefits. Research identifying variables explaining early 

retirement is only beginning to cover a full range of both economic and socio-

psychological variables. Results have varied in consistent outcomes regarding individual 

variables. 
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CHAPTER HI 

METHODS AND PROCEDURES 

The purpose of this sttidy was to determine the variables describing the decision 

to retire before the age of 65 based on the 1999 RCS published by EBRI. 

Sample 

The 1999 RCS was the ninth annual survey (EBRI, n.d./2002a). A total of 1,002 

individuals age 25 and older were interviewed. Random digit dialing was employed to 

obtain a representative sample of the U.S. population. This study is limited to the 

respondents who were retired. Two hundred and twenty six respondents reported that 

they were retired, and among the retirees, 160 reported that they had retired earlier than 

age 65. 

Questionnaire Development 

The RCS is co-sponsored by Mathew Greenwald & Associates, Inc. (MGA), 

EBRI, and the American Savings Education Council (ASEC). Located in Washington, 

DC, MGA specializes in survey research design and analysis, attitude tracking surveys, 

and other types of research and analyses (EBRI, n.d./2002a). 

MGA was founded in 1985 and has conducted research for more than 200 

organizations (MGA, n.d./2002b). The company employs techniques to maximize 

response rates by making at least five attempts to reach a phone number at various times 
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of day and day of the week, thereby minimizing response bias. MGA's procedures 

include interview pre-tests for new questionnaires, and recommendations for change are 

made when deemed appropriate by the research staff No validity and reliability 

information was provided to the public by the co-sponsors of the RCS, which is not 

uncommon for proprietary data sets. 

Description of Questionnaire 

The instmment used in the RCS included questions in the following areas: (a) 

views and attitudes of Americans regarding retirement, (b) preparations for retirement, 

(c) confidence with regard to various aspects of retirement, and (d) other issues (EBRI, 

n.d./2002a). The RCS employs questions that are branchpoints or jumps, so questions that 

do not apply are automatically skipped. With the exception of branchpoints, the questions 

were asked in the same sequence by all interviewers. The survey included two types of 

questions: open- and closed-ended. Table 16 in Appendix A includes a summary of the 

questions from the RCS in their original form, and Appendix B includes frequency tables 

of the original questions. 

Data Collection 

The 1999 RCS was conducted through telephone interviews lasting 

approximately 20 minutes by staff provided by the EBRI, ASEC, and MGA. In an effort 

to obtain a representative sample of the U.S. population age 25 and older, random-digit 

dialing was employed (EBRI, n.d./2002a). The survey was conducted between January 4 

and Febmary 28, 1999. Respondents answered a series of questions that were recorded by 
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the interviewers. Proportional sampling was used to obtain a sample that would reflect 

existing proportions by sex of respondents. Of the 1,002 individuals surveyed, 523 were 

female and 479 were male. 

Variables 

The dependent variable, retired early, was calculated based on an individual's 

responses to a question regarding the age at which they retired. Table 1 includes a 

summary of all of the variables and their recoded values. The respondents' ages ranged 

from 30 to 98. A dichotomous variable was created with 1 equal to age 64 or less (early 

retiree), and 0 equal to 65 or older. (See Appendix A for original questions from the RCS, 

Appendix B for frequency tables for the original questions, and Appendix C for the 

frequencies of the recoded questions.) 

The independent variables were gender, retirement readiness, investment 

confidence, risk tolerance, level of education, number of financial dependents, financial 

attitudes and behavior, income, retirement savers, confidence in Social Security, and 

confidence in Medicare. 

The EBRI retirement readiness scale was calculated by summing the responses to 

a series of questions regarding retirement confidence. The first question asked overall, 

how confident respondents were that they will have enough money to live comfortably 

throughout their retirement years. In the other four questions, respondents were asked 

how confident they were: (a) that they were doing a good job preparing financially for 

retirement; (b) that they will have enough money for medical expenses when retired; (c) 
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that tiiey will have enough money for basic expenses when they retire; and (d) that they 

will have enough money to support themselves when they retire. The questions were 

measured using a 4-point Likert-type scale, with 1 = not at all confident and 4 = very 

confident. 

For the variable investment confidence, individuals were asked overall confidence 

that they were that they were investing their savings wisely. Responses to this question 

ranged from 5 = extremely confident to 1= not at all confident. In this research, risk 

tolerance was measured using a 4-point Likert-type scale with 1 = not at all and 4 = very 

well. Risk tolerance was measured by selecting one question asking for responses to the 

following statement: "I am willing to take substantial financial risk for substantial gain." 

This question was measured using a 4-point Likert-type scale with 1 = not at all and 4 = 

very well. 

For the variable level of education, ordinal responses to the following question 

were converted to years: What was the highest grade of school or year of college that you 

completed? Possible responses and their recoded values were as follows: (a) 1 = some 

high school or less, recoded as 10 years; (b) 2 = high school graduate, recoded as 12 

years; (c) some college/tiade or business school, recoded as 14 years; (d) college 

graduate, recoded as 16 years; (e) post graduate work, recoded as 17 years; and (f) 

graduate degree, recoded as 18 years. 

The variable number of financial dependents was the result of the response to one 

question regarding the number of financial dependents, other than self and spouse or 

partner, for which the respondent was responsible. Responses varied from 0 to 11. 
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However, there were only 10 responses of 3 or more. Therefore, these responses were 

combined into one category of 3 or more due to the number of limited responses in the 

higher numbers. 

The variable financial attittides and behavior was constmcted for this research to 

include a summary of some questions that measure financial attitudes and behavior. A 

financial attitude and behavior scale was created by summing five questions. The five 

questions were: (a) Just when I think I have a handle on my finances, something always 

happens that sets me back from my financial goals; (b) I am disciplined at saving; (c) 1 

frequently spend money when I do not plan to buy anything; (d) I always research and 

plan for a big purchase; and (e) I enjoy financial planning. Each question was measured 

using a 4-point Likert-type scale, with 1 = not at all and 4 = very well. Items (a) and (c) 

were reverse coded. Therefore, higher numbers represent more positive fmancial attitudes 

and behavior. The possible range for financial attitudes and behavior was 6 to 24. 

Income was measured based upon the responses to a series of questions regarding 

the interviewee's household income, before taxes, in 1998. Respondents were initially 

asked if their income was below $35,000. If they responded that their income was less 

than $35,000, they were asked if income was over or under $25,000. After a series of no 

more than three questions, the respondent's income was assigned to one of the following 

categories: less than $15,000, coded as 1; $15,000 to $24,999, coded as 2; $25,000 to 

$34,999, coded as 3; $35,000 to $49,999, coded as 4; $50,000 to $74,999, coded as 5; 

$75,000 to $99,999, coded as 6; $100,000 or more coded as 7; don't know coded as 8; 

and refused coded as 9. So that the variable income can be treated as interval data, the 
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responses were recoded using the midpoint of each range. For the highest category, the 

previous interval range was used to determine the increase. (The interval range for 

responses of 6 was $25,000. Therefore, on half of this interval, or $12,500, was added to 

the highest category.) The resuhing data was recoded as follows: 1 was recoded as 

$7,500; 2 was recoded as $20,000; 3 was recoded as $30,000; 4 was recoded as $42,500; 

5 was recoded as $62,500; 6 was recoded as $87,500; and 7 was recoded as $112,500. 

The variable retirement savers was determined by the response to one question 

regarding whether or not the respondent had personally saved money for retirement. 

Possible responses consisted of 1 = yes, 2 = no, 3 = don't know, and 4 = refused. 

Responses of 2 were recoded as 0 to simplify data interpretation, and responses of 3 and 

4 were recoded as missing values. 

The variables confidence in Social Security and confidence in Medicare were the 

result of responses to two questions conceming the respondent's confidence regarding 

whether or not the Social Security system or the Medicare system will continue to 

provide benefits of at least equal value to benefits received by retirees today. Possible 

responses ranged from 4 = very confident to 1 = not at all confident. 
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Table 1. Recoded Variables 

Variable Recoding 

Retired Early 1 = retired at age 64 or less; 0 = retired at age 65 or older. 

Gender 1 = male; 0 = female. 

Retirement Summated scale of responses to five questions. Each question was 
Readiness measured using a 4 - point Likert-type scale, with 1 = not at all 

confident, and 4 = very confident. 

Investment 1 = not at all confident, 2 = not too confident, 3 = somewhat 
Confidence confident, 4 = very confident, 5 = extremely confident. 

Risk Tolerance 1 = not at all, 2 = not too well, 3 = well, 4 = very well. 

Level of Education Some high school or less = 10, high school graduate = 12, some 
college/ttade or business school = 14, college graduate = 16, post 
graduate work = 17, graduate degree =18. 

Number of 
Financial 
Dependents 

Financial Attitudes 
and Behavior 

Income 

0, 1, 2, or 3 dependents. 

Summated scale of responses to five questions measured using a 
4-point Likert-type scale, with 1 = not at all and 4 = very well. 

$7,500, $20,000, $30,000, $42,500, $62,500, $87,500, and 
$112,500. 

Retirement Savers 1 = yes, 0 = no, 3 and 4 = missing values. 

Confidence in 
Social Security 

Confidence in 
Medicare 

1 = not at all confident, 2 = not too confident, 3 = somewhat 
confident, 4 = very confident. 

1 = not at all confident, 2 = not too confident, 3 = somewhat 
confident, 4 = very confident. 
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Statistical Techniques 

Logistic regression was used to measure the statistical relationship between the 

dependent variable and the independent variables. "The goal of logistic regression is to 

predict the category of the outcome for individual cases" (Tabachnick & Fidell, 2001, p. 

519). Logistic regression is appropriate when the response variable is qualitative (Neter, 

Kuhier, Nachtsheim, & Wasserman, 1996), as is the case in this study (retired early or not 

retired early). The linear regression model is extended with logistic regression to 

accommodate dichotomous predictors or dependent variables (Menard, 1995). 

The model produced by logistic regression is nonlinear, and the resulting 

equations are more complex than multiple regression. The outcome variable is the 

probability of having one outcome based on a nonlinear fiinction of the best linear 

combination of predictors: 

Yi= e" 
1+e" 

where Yi is the estimated probability that the ith case (I = 1,..., n) is in one of the 

categories and u is the usual linear regression equation: 

u = A + B,Xi+B2X2+...+ BkXk 

and A is a constant, Bj are coefficients, and predictors, Xj for k predictors (j = 1, 2, . . . , k) 

(Tabachnick & Fidell, 2001). 
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According to Tabachnick and Fidell (2001), the distinction between multiple 

regression and logistic regression is that the logit, or the linear part of the equation is used 

to find the odds of being in one of the categories. The statistical significance of each of 

the coefficients is evaluated by using the Wald test, or z score. 

In this study, z scores will be calculated and evaluated for each of the predictor 

variables, and a log-likelihood will be calculated. A comparison (using the chi-square 

statistics) of observed and predicted values will also be presented. Additional logistic 

regression analyses will also be used to evaluate the addition of the predictor investment 

confidence, since this variable is based on a contingency question. The investment 

confidence question was only asked of those respondents who answered "yes" to a 

previous question regarding whether or not they had personally saved for retirement. 

The technique of backward elimination will be used to test models and remove 

variables from the equation based on statistical criteria. DFBETAS and hat-matrix 

diagonals will also be calculated to detect the presence of outliers. 
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CHAPTER IV 

EMPIRICAL RESULTS 

The chapter begins with a presentation of the demographic characteristics of the 

sample. The results from regression analyses used to detect influential observations are 

also presented. Then methods employed to cope with missing values are discussed. And 

finally, empirical resuhs of logistic regression are presented. 

Demographic Characteristics 

The demographic characteristics for the sample of early retirees are presented in 

Table 2. Table 2 includes frequencies and percentages of the sample. There were more 

females than males in the sample. The current age of respondents ranged from 42 to 98 

years of age, with the largest portion being in the category of age 65 to 74 years of age. 

As indicated by the table, current household income ranged from less than 

$15,000 to over $100,000. Approximately 19% of respondents had income of less than 

$15,000, while only 7.8%) of respondents reported income in excess of $75,000. There 

were sufficient numbers of responses in all categories to allow statistical comparisons to 

be made. 

The ethnicity of the respondents was homogenous in nature, with approximately 

90% of the respondents reporting that they were White/Caucasian. Since the sample 

distribution was skewed toward White/Caucasian, statistical comparisons were not made 

among retirees (early versus non-early). As indicated in Table 2, 
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Table 2. Demographic Characteristics of the Sample (N=222) 

Characteristics 
Gender 

Male 
Female 

Age 
3 5 - 4 4 
4 5 - 5 4 
5 5 - 6 4 
65 -74 
Over 75 

Income* 
Less than $15,000 
$15,000-$24,999 
$25,000 - $34,999 
$35,000 - $49,999 
$50,000 - $74,999 
$75,000 - $99,999 
$100,000 or more 

Ethnicity 
White/Caucasian 
Other 

Level of Education'' 
Some high school 
High school graduate 
Some college 
College graduate 
Post graduate work 
Graduate degree 

Marital Status 
Married 
Other 

Number of Financial Dependents 
0 
1 
1 

2 
3 or more 

"N=166 
''N = 219 

Frequency 

95 
127 

2 
12 
43 
97 
68 

32 
35 
33 
36 
17 
5 
8 

199 
23 

40 
63 
51 
45 

7 
13 

120 
102 

171 
21 
17 
10 

% 

42.8 
57.2 

.9 
5.4 

19.4 
43.7 
30.6 

19.3 
21.1 
19.9 
21.7 
10.2 
3.0 
4.8 

89.6 
10.4 

18.26 
28.77 
23.29 
20.55 

3.20 
5.94 

54.05 
45.95 

78.08 
9.59 
7.76 
4.57 

48 



approximately 54% of the respondents were married, while 46% were not married. The 

level of education of the respondents ranged from some high school (approximately 18%) 

to attainment of a graduate degree (approximately 6%). The majority of respondents were 

at least high school graduates, with approximately 23% reporting additional education 

including some college, and approximately 21% reporting that they were college 

graduates. 

In summary, the sample overrepresented females and Whites/Caucasians 

compared to the U.S. Census (U.S. Department of Labor, Bureau of Labor Statistics, 

n.d./2002). Respondents' age, income, and level of education profiles were relatively 

evenly distributed. The majority of respondents had no dependents. Researchers and 

practitioners are cautioned not to draw generalizations from this research to populations 

that are significantly different from this sample. 

Results from Logistic Regression Diagnostics 

Diagnostic measures were used to detect influential observations and to quantify 

their effects on the maximum likelihood fit. DFBETAS and hat-matrix diagonals were 

examined, and based on this examination, no observations were found to have undue 

influence. 

To determine whether or not there were any problems with multicoUinearity, 

variable relationships were examined using a correlation matrix (see Table 3). This 

diagnosis indicated that there was a collinearity constraint between confidence in Social 
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Security and confidence in Medicare. Therefore, the variable confidence in Medicare was 

not used in the logistic regression analyses. In addition, there was a contingency 

relationship between retirement savers and investment confidence. In order to answer the 

investment confidence question, a respondent must have been a retirement saver. 

Therefore, investment confidence was included in the model without retirement savers to 

test for the significance of this variable. 

Missing Values and Methods Used to Treat 
Missing Values 

Upon preliminary analysis, it was determined that the variable income had 55 

missing values. Most SAS procedures exclude observations with missing variables. 

Methods of analyzing data when missing values are prevalent in social science research 

was addressed by Marini, Olsen, and Rubin (1980), who suggest employing a method of 

multiple imputation that yields maximum likelihood estimates. Methods employing 

multiple imputation were recommended for use in social science research by Little and 

Rubin (1989-90). Freedman and Wolf (1995) conducted a case study on the use of 

multiple imputation using the 1987-1988 National Survey of Families and Households. 

Freeman and Wolf imputed several indicators of whether the respondent's elderly mother 

or mother-in-law was married. The researchers concluded that multiple imputation 

resulted in estimates with smaller standard errors than when single imputation methods 

were used. 

Zoppe, Buu, and Flury (2001) presented an application of multiple imputation to a 

problem of hypothesis testing involving psychometric measurements of parental 
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depression. These researchers tested their hypotheses using the log-likelihood ratio 

statistics, and concluded that the use of multiple imputation was appropriate and useful. 

Multiple imputation was also recommended by researchers in health services (Belin, Hu, 

Young, & Gmsky, 2000), by social scientists in conjunction with the National 

Longitiidinal Survey of Youth (Davey, Shanahan, & Schafer, 2001), and marketing 

researchers (Vriens & Melton, 2002). 

There are three types of missingness described by Littie and Rubin (1987): 

missing completely at random (MCAR), missing at random (MAR), and inaccessible 

missingness. When the cause of missingness is a completely random process, such as a 

flip of a coin or a random number generator, MCAR occurs (Collins & Sayer, 2001). 

With MAR, the cause of missingness is systematic and correlated with the variable 

containing the missing data (Collins & Sayer). MAR, also known as accessible 

missingness, differs from MCAR in that the cause of missingness can be measured and 

included in the data analysis. Then, all biases associated with missingness can be 

eliminated as long as the cause of missingness is included in the model. 

With inaccessible missingness, the cause of missingness is systematic and 

correlated with the variable containing the missingness. However, the cause of 

missingness has not been measured or is not included in the missing-data model (Collins 

& Sayer, 2001). Therefore, the biases associated with this type of missingness cannot be 

eliminated. 

There have been several procedures used to handle missing data, including 

complete cases, pairwise deletion, mean substitution, and multiple imputation. When only 
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complete cases are used, cases with any missing data would be discarded. This procedure 

creates biases in the estimates and the statistical power is lowered (Collins & Sayer, 

2001). 

Pairwise deletion involves estimating each covariance in the matrix using existing 

data for both variables (Collins & Sayer, 2001). Unless the data are MCAR, this 

procedure produces bias in parameter estimates, and even if the data are MCAR, there is 

no simple way to calculate standard errors. 

With mean substitution, missing data points are substituted with the mean of the 

variable that is missing (Collins & Sayer, 2001). The drawback to this procedure is that 

the procedure yields highly biased parameter estimates and there is no basis for 

estimating standard errors. 

Multiple imputation is recommended because it is more robust than complete 

cases, pairwise deletion, and mean substitution (Collins & Sayer, 2001; Rubin, 1976, 

1987). Multiple imputation involves replacing missing values with a set of plausible 

values that represent a random sample of the missing values. The Markov Chain Monte 

Carlo method is used in SAS to impute values for a data set, and five imputations are 

performed as the default (SAS/STAT Software, n.d./2002). As few as three to five 

imputations are considered adequate (Rubin, 1996). However, in this study, five 

imputations were performed. 

To determine if any systematic pattem existed for missing income values, a 

dummy variable for missing income values was created with 1 = not missing and 0 = 

missing. Logistic regression was mn with the new dichotomous income variable as the 
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dependent variable and age, level of education, gender, age at retirement, retirement 

readiness, whether Social Security would be a major source of their retirement income, 

eariy retirees, retirement savings, number of financial dependents, and financial attittides 

and behavior as the independent variables. (See Appendices A and B for original 

questions from the RCS on income, level of education, gender, age at retirement, 

retirement readiness, number of financial dependents, and financial attitudes and 

behavior; Appendix C for recoded variables; Appendices D and E for original questions 

from the RCS on age. Social Security, early retirees, and retirement savings; and 

Appendix F for recoded variables.) These independent variables were selected based on 

examination of the survey and the assumption that the variables might be predictors of 

income. 

Respondents were asked the year in which they were bom. Current age was 

calculated based on their response. When a comparison was made between current age 

and age at retirement, it was found that four cases contained illogical answers. These four 

cases included responses where the current age was less than the age at retirement, which 

was impossible. Therefore, these four cases were deleted resulting in a sample of 222 

respondents. 

For the variable belief regarding Social Security, respondents were asked whether 

they believed that Social Security would be a major source of income, a minor source of 

income, or not a source of income. A dichotomous variable was created for the belief 

regarding Social Security as a major source of income in retirement, with 1 = major 

source of income and 0 = otherwise. For the variable early retirees, respondents were as 
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the question of whether they retired earlier than they planned to, later than they planned 

to, or about when they planned to. A dichotomous variable was also created with 

responses of eariier than planned as = 1 and 0 = otherwise. The variable retirement 

savings was determined by the response to one question regarding the amount of savings 

that the respondent had at the time of retirement. Possible responses ranged from 1 = to 

none to 10 = $250,000 or more. A summary of the recoded variables used to test for the 

pattem of missingness is included in Table 4. 

Results from the logistic regression are presented in Table 5. Based on the results 

of the logistic regression, none of the variables were significant predictors of likelihood 

of missing values for income. Therefore, no pattem of missingness was found, and for 

this research, income will be assumed to be MAR or MCAR. 
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Table 4. Variables Used to Test for Pattem of Missingness 

Variable 
Income 

Age 

Level of Education 

Gender 

Age at Retirement 

Retirement Readiness 

Social Security 

Early Retirees 

Retirement Savings 

Description 

Number of Financial Dependents 

Financial Attitudes and Behavior 

1 = not missing, 0 = missing. 

Current age, ranging from 36 to 96 years of age. 

Some high school or less = 10, high school graduate 
= 12, some college/ttade or business school = 14, 
college graduate = 16, post graduate work = 17, 
graduate degree =18. 

1 = male, 0 = female. 

Retirement age, ranging from 30 to 87. 

Summated scale of responses to five questions. Each 
question was measured using a 4-point Likert-type 
scale, with 1 = not at all confident, and 4 = very 
confident. 

1 = Social Security will be a major source of 
retirement income, 0 = otherwise. 

1 = retired earlier than planned to, 0 = otherwise. 

1 = none, 2 = under $5,000, 3 = $5,000 - $9,999, 4 = 
$10,000 - $24,999, 5 = $25,000 - $49,999, 6 = 
$50,000 - $74,999, 7 = $75,000 - $99,999, 8 = 
$100,000 - $149,999, $150,000 - $249,999, 10 = 
$250,000 or more. 

0, 1,2, or 3 dependents. 

Summated scale of responses to five questions 
measured using a 4 - point Likert-type scale, with 1 = 
not at all and 4 = very well. 
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Table 5. Resuhs of Logistic Regression to Determine Pattem of 
Missingness (N = 136) 

Variable Estimated Betas Level of Significance 

Intercept 

Age 

Level of Education 

Gender 

Age at Retirement 

Retirement Readiness 

Social Security 

Early Retirees 

Retirement Savings 

Number of Financial Dependents 

Financial Attitudes and Behavior 

-2.400 

.001 

.061 

-.006 

.018 

-.128 

.130 

-1.037 

-.068 

.103 

.038 

.571 

.976 

.675 

.993 

.719 

.203 

.863 

.185 

.681 

.955 

.750 

Using SAS multiple imputation procedures, missing income values were replaced, 

and five multiply imputed data sets were created. These five multiply imputed data sets 

were then analyzed individually using logistic regression analysis. And finally, the resuhs 

from the five complete data sets were combined to produce inferential results. 

Preliminary Results of Logistic Regression 
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Employing Multiple Imputation Techniques 

When testing models using logistic regression, the objective is to find a model 

that is not significantly different from the model that includes all of the independent 

variables (Tabachnick & Fidell, 2001). Therefore, reporting models that are reliably 

deviant and the stiength of association for nonsignificant models is appropriate. 

With the use of backward elimination, the model is reduced by removing one 

variable at a time. It is possible, however, that a variable may be excluded even though it 

is highly correlated to the outcome. To avoid misinterpretation of results, Hosmer and 

Lemeshow (1989) suggest using less stringent criterion than .05. They argue that .15 and 

.20 are appropriate. Therefore, levels of significance of .10 were reported in this study. 

The multiple imputation procedure created five complete data sets with missing 

values being replaced by imputed data. The first logistic regression results include the 

following independent variables: gender, retirement confidence, risk tolerance, level of 

education, number of fmancial dependents, financial attitudes and behavior, income, 

retirement savers, and confidence in Social Security. Table 6 presents the parameter 

estimates for each of the five multiply imputed data sets, and Table 6 presents the levels 

of significance for the data sets. With the SAS procedure, odds ratios are not generated 

for the multiply imputed data sets. Rather, parameter estimates are computed in the 

analyses. From these tables, it can be seen that the five data sets do not produce estimates 

that are significantly different from each other. The levels of significance are consistent 

between the five imputed data sets. 
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According to the results presented in Table 6, level of education and retirement 

savers were significant at the .05 level, and confidence in Social Security was significant 

at the. 10 level. 

The combined resuhs of the five multiply imputed data sets are presented in Table 

7. The results from the combined analysis with the results from the five mutiply imputed 

data sets: level of education and retirement savers were significant at the .05 level, and 

confidence in Social Security was significant at the .10 level. 
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Table 6. Results of Logistic Regression on Multiply Imputed Data Sets-
Parameter Estimates (Retirement Savers Included) 

Imputation Imputation Imputation Imputation Imputation 
1 2 3 4 5 

Parameter Estimate Estimate Estimate Estimate Estimate 

Intercept 

Gender 

Retirement 
Readiness 

Risk 
Tolerance 

1.959 

-.215 

-.036 

-.059 

1.792 

-.207 

-.019 

-.011 

2.255 

-.0306 

-.047 

-.064 

2.216 

-.296 

-.049 

.109 

2.427 

-.285 

-.047 

-.063 

Level of .168** -.165** -.201*** .187** ..197*** 
Education 

Number of -.159 .137 -.118 -.142 -.120 
Financial 
Dependents 

Financial .040 .039 .029 .025 .024 
Attitudes 
and 
Behavior 

Income -2.84E-6 -8.57E-6 5.77E-6 6.53E-6 5.12E-6 

Retirement -.962** -1.016** -.809** -.825** -.943** 
Savers 

Confidence .316* .338* .331* .332* .339* 
in Social 
Security 

p <.10, **p <.05, ***p <.01 
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Table 7. Combined Logistic Regression Results of Multiply 
Imputed Data Sets (Retirement Savers Included) 

Parameter 

Gender 

Retirement 
Readiness 

Risk Tolerance 

Level of 
Education 

Number of 
Financial 
Dependents 

Financial 
Attitudes and 
Behavior 

Income 

Retirement Savers 

Confidence in 
Social Security 

Odd Ratios 

.770 

.961 

.941 

.833 

.873 

1.032 

1.000 

.402 

1.392 

Significance 

.433 

.451 

.741 

.017 

.518 

.584 

.913 

.032 

.065 

95 % C.I. for Odds Ratios 

Lower 

-.916 

-.142 

-.423 

-.334 

-.545 

-.081 

-.000 

-1.744 

-.020 

Upper 

.392 

.063 

.301 

-.033 

.275 

.144 

.000 

-.078 

.682 

As previously mentioned, the question regarding investment confidence was only 

asked of retirement savers. Therefore these two variables were highly correlated and 

could not be tested simultaneously. Consequently, a second logistic regression analysis 

was prepared including investment confidence and excluding retirement savers to test the 

significance of investment confidence. The parameter estimates of the five multiply 
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imputed data sets are presented in Table 8. The estimates are fairly consistent for the 

variables of interest. 

The levels of significance for the five multiply imputed data sets including 

investment confidence are presented in Table 8. The results indicate that investment 

confidence is not significant. Level of education is significant at the . 10 level in all 

imputations, and confidence in Social Security is significant at the .10 level in 

imputations one, three, and five. 
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Table 8. Results of Logistic Regression on Multiply Imputed Data Sets-
Parameter Estimates (Investment Confidence Included) 

Parameter 

Intercept 

Gender 

Retirement 
Readiness 

Investment 
Confidence 

Risk 
Tolerance 

Level of 
Education 

Number of 
Financial 
Dependents 

Financial 
Attitudes 
and 
Behavior 

Imputation 
1 

Estimate 

.352 

-.060 

-.098 

.182 

-.000 

.149* 

-.389 

.078 

Imputation 
2 

Estimate 

.099 

-.048 

-.074 

.190 

.062 

.142* 

-.384 

.072 

Imputation 
3 

Estimate 

1.010 

.132 

-.104 

.184 

-.003 

Yjg** 

-.377 

.052 

Imputation 
4 

Estimate 

.998 

-.110 

-.106 

.191 

-.056 

-.168** 

-.354 

.050 

Imputation 
5 

Estimate 

1.029 

-.121 

-.107 

.183 

.011 

.180** 

-.367 

.049 

Income 

Confidence 
in Social 
Security 

-4.61E-6 

.357* 

-.000 

.337 

2.43E-6 2.41E-6 3.32E-6 

.359=* .339 .359=" 

* p < 10, ** p <.05, *** p <.01 
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Combined logistic regression results of the multiply imputed data sets including 

investment confidence are presented in Table 9. In this model, only level of education 

was significant at the .10 level. Investment confidence was not significant. Therefore, this 

variable was not be included in the exploration of other models. 

Table 9. Combined Logistic Regression Results of Multiply 
Imputed Data Sets (Investment Confidence Included) 

Parameter 

Gender 

Retirement 
Readiness 

Investment 
Confidence 

Risk 
Tolerance 

Level of 
Education 

Number of 
Financial 
Dependents 

Financial 
Attitudes 
and 
Behavior 

Income 

Confidence 
in Social 
Security 

Odds Ratios 

.910 

.907 

1.204 

1.003 

.849 

.688 

1.062 

1.000 

1.419 

Significance 

.803 

.147 

.381 

.989 

.063 

.169 

.441 

.895 

.105 

95 % C.I. for Odds 
Ratios 

Lower 

-.833 

-.230 

-.230 

-.394 

.336 

-.908 

-.093 

-.000 

-.074 

Upper 

.644 

.034 

.602 

.400 

.009 

.159 

.214 

.000 

.774 
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Logistic Regression Analyses Using the 
Original Data Set 

Since the variable income was not significant in either of the combined analyses, 

these variables will be eliminated from future analyses. The elimination of income allows 

for the use of the original data and facilitates the computation of the odds ratios through 

SAS because the multiple imputations were only necessary due to the missing values 

associated with income. In addition, use of the original data set allowed for the 

application of backward elimination techniques in SAS. 

In order to determine if the variable confidence in Medicare was significant, 

logistic regression analysis was performed using the following independent variables: 

gender, retirement confidence, risk tolerance, level of education, number of financial 

dependents, financial attitudes and behavior, retirement savers, and confidence in 

Medicare. The results indicated that level of education and retirement savers were 

significant at the .05 level, and confidence in Medicare was significant at the .10 level. 

Since this study concems retirement, fiiture models will include confidence in 

Social Security. 

Logistic regression using backward elimination technique was employed to 

explore other models. The initial logistic regression included the following variables: 

gender, retirement readiness, risk tolerance, level of education, number of financial 

dependents, financial attitudes and behavior, retirement savers, and confidence in Social 

Security. Results from the analyses are presented in Table 10. 
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This analysis is more parsimonious, and level of education and retirement savers 

are significant at the .05 level. In addition, confidence in Social Security is significant at 

the .10 level. The max-rescaled R̂  was .10. 

Table 10 

Logistic Regression Results (Income and Investment Confidence Excluded) 

Parameter Odds 
Ratios 

95 % C.I. for Odds 
Ratios 

Significance Lower Upper 

Gender 

Retirement Readiness 

Risk Tolerance 

Level of Education 

.738 

.985 

.921 

.833 

.372 

.756 

.660 

.015 

.379 

.893 

.639 

.719 

1.437 

1.085 

1.328 

.964 

Number of Financial 
Dependents 

Financial Attitudes and 
Behavior 

Retirement Savers 

Confidence in Social Security 

Model Chi-Square 

Number of Cases Included in 
the Analyses 

Percentage of Cases Classified 
Correctly 

.860 

1.010 

.358 

1.407 

12.865 

2or 

67.0 

.512 

.866 

.018 

.066 

.117 

.549 

.901 

.153 

.977 

1.349 

1.132 

.840 

2.027 

' Twenty-one responses were excluded due to missing values in some variables. 
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In the first step of the backward elimination, the variable financial attitudes and behavior 

was eliminated. Logistic regression results from this analysis is presented in Table 11. 

This model has a lower model chi-square and the same max- rescaled R̂  (.10) 

Table 11 

Logistic Regression Results (Income, Investment Confidence, and Financial Attitudes 
and Behavior Excluded) 

Parameter 

Gender 

Retirement Readiness 

Risk Tolerance 

Level of Education 

Number of Financial 
Dependents 

Retirement Savers 

Confidence in Social Security 

Model chi-square 

Number of Cases Included in 
the Analyses 

Percentage of Cases Classified 
Correctly 

Odds 
Ratios 

.740 

.987 

.922 

.833 

.858 

.353 

1.406 

12.860 

201' 

67.1 

Significance 

.374 

.786 

.665 

.015 

.503 

.014 

.067 

.076 

95 % C.I. for Odds 
Ratios 

Lower 

.380 

.900 

.640 

.720 

.548 

.153 

.977 

Upper 

1.439 

1.083 

1.329 

.965 

1343 

.813 

2.025 

Twenty-one responses were excluded due to missing values on some variables. 
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as the model that included financial attitudes and behavior. Level of education and 

retirement savers are significant at the .05 level, and confidence in Social Security is 

significant at the .10 level, consistent with the model including financial attitudes and 

behavior. 

In the next step, the variable retirement readiness is removed from the model. 

Results from this analysis are presented in Table 12. This model has a lower model chi-

square and the same max rescaled R̂  (.10) than the model that included retirement 

confidence. Level of education and retirement savers are significant at the .05 level, and 

confidence in Social Security is significant at the .10 level, consistent with the model 

including financial attitudes and behavior. 
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Table 12. Logistic Regression Results (Income, Investment Confidence, Financial 
Attitudes and Behavior, and Retirement Readiness Excluded) 

Parameter 

Gender 

Risk Tolerance 

Level of Education 

Number of Financial 
Dependents 

Retirement Savers 

Model Chi-square 

Number of Cases Included in 
the Analyses 

Odds 
Ratios 

.730 

.924 

.831 

.855 

.359 

12.816 

2or 

Significa nee 

.350 

.673 

.012 

.494 

.015 

.046 

95 % C.l. for Odds 
Ratios 

Lower 

.378 

.642 

.719 

.546 

.157 

Upper 

1.412 

1.332 

.960 

1.339 

.819 

Percentage of Cases Classified 
Correctly 

67.0 

' Twenty-one responses were excluded due to missing values on some variables. 

In the next step, risk tolerance was removed. Results from this analysis are 

presented in Table 13. This model has a lower model chi-square and the same max-

rescaled R^ (.10) as the model that included risk tolerance. Level of education and 

retirement savers are significant at the .05 level, and confidence in Social Security is 

significant at the .10 level, consistent with the model including risk tolerance. 
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Table 13. Logistic Regression Results (Income, Investment Confidence, Financial 
Attitudes and Behavior, Retirement Readiness, and Risk Tolerance 
Excluded) 

Parameter 

Gender 

Odds 
Ratios 

95 % C.I. for Odds 
Ratios 

Significance Lower Upper 

.719 

Level of Education 

Number of Financial 
Dependents 

Retirement Savers 

Confidence in Social Security 

Model Chi-square 

Number of Cases Included in 
the Analyses 

Percentage of Cases Classified 
Correctly 

.830 

.846 

.372 

1.404 

12.610 

208' 

66.1 

.324 

.012 

.461 

.016 

.064 

.027 

.373 

.718 

.541 

.166 

.980 

1.385 

.959 

1.321 

.834 

2.010 

' Fourteen responses were excluded due to missing values on some variables. 

Number of financial dependents was removed in the next step. Results from this 

analysis are presented in Table 14. This model has a lower chi-square and a lower max-

rescaled R̂  (.09) than the model that included the number of financial dependents. As 

was the case with the model including number of financial dependents in the model 

excluding number of financial dependents, level of education and retirement savers are 
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Table 14. Logistic Regression Results (Income, Investment Confidence, Financial 
Attitudes and Behavior, Retirement Readiness, Risk Tolerance, and 
Number of Financial Dependents Excluded) 

Parameter 

Gender 

Level of Education 

Retirement Savers 

Confidence in Social Security 

Model Chi-square 

Number of Cases Included in 
the Analyses 

Percentage of Cases Classified 
Correctly 

Odds 
Ratios 

.711 

.828 

.367 

1.409 

12.218 

209' 

65.0 

Significance 

.308 

.011 

.015 

.061 

.016 

95 % C.I. for Odds 
Ratios 

Lower 

.369 

.716 

.164 

.985 

Upper 

1.369 

.957 

.822 

2.015 

' Thirteen responses were excluded due to missing values on some variables. 

significant at the .05 level, and confidence in Social Security is significant at the .10 

level. 

In the final model, gender was eliminated. Level of education was significant at 

the .05 level, and retirement savers and confidence in Social Security were significant at 

the .10 level. The max- rescaled R̂  was the same as the model that included gender (.09), 

and the model chi-square was lower than previous models. 
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Table 15. Logistic Regression Results (Income, Investment Confidence, Financial 
Attittides and Behavior, Retirement Readiness, Risk Tolerance, Number of Financial 
Dependents, and Gender Excluded) 

Parameter 

Level of Education 

Retirement Savers 

Confidence in Social Security 

Model Chi-square 

Number of Cases Included in 
the Analyses 

Percentage of Cases Classified 
Correctly 

Odds 
Ratios 

.833 

.394 

1.377 

11.477 

209' 

64.5 

Significance 

.012 

.021 

.076 

.009 

95 % C.I. for Odds 
Ratios 

Lower 

.722 

.179 

.967 

Upper 

.961 

.869 

1.962 

' Thirteen responses were excluded due to missing values on some variables. 

Summary and Findings 

The purpose of this chapter was to present the results of the statistical tests of the 

hypotheses set forth in Chapter I. The demographic characteristics of the sample were 

presented. There were slightly more females than males in the sample, and the largest 

proportion of respondents were within 65 and 74 years of age. The current household 

income of the respondents ranged from less than $15,000 to over $100,000. 

Approximately 90% of the respondents were White/Caucasian. The level of 

education of the respondents ranged from some high school to attainment of a graduate 
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degree, and approximately 54% of the respondents were married. The demographic 

characteristics were followed by the presentation of the results from the diagnostic 

measures. Based on the examination of diagnostic measures, no observations were found 

to have undue influence. However, examination of a correlation matrix revealed a 

collinearity constraint between confidence in Social Security and confidence in Medicare. 

As a resuh, confidence in Medicare was not used in the logistic regression analyses. 

There was also a collinearity constraint between retirement savers and investment 

confidence, and investment confidence was tested in a model that did not include 

retirement savers. 

A discussion of missing values and possible methods to deal with missing values 

followed. Multiple imputation, as recommended and employed by other researchers, was 

employed. A test of pattem of missingness was conducted using logistic regression 

analysis, and no pattem of missingness was found. 

Logistic regression using multiple imputation techniques was used to analyze 

relationships between gender, retirement readiness, risk tolerance, level of education, 

number of financial dependents, financial attitudes and behavior, income, retirement 

savers, and confidence in social security. Retirement savers and level of education were 

found to be significant at the .05 level. Confidence in Social Security was found to be 

significant at the .10 level. A second logistic regression including all of the preceding 

variables, except substituting investment confidence for retirement savers was mn, and 

investment confidence was not found to be significant. Therefore, future models did not 

include this variable. 
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Since income was not found to be significant, this variable was also excluded 

from future models, which eliminated the need to employ multiple imputation techniques. 

Therefore logistic regression with backwards elimination was used with the remaining 

variables. The final model included level of education and retirement savers, which were 

significant at the .05 level, and confidence and Social Security, which was significant at 

the .10 level. The max-rescaled R̂  for the final model was .09 and the model chi-square 

was 12.218. 
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CHAPTER V 

SUMMARY AND CONCLUSIONS 

The purpose of this study was to determine the variables describing the decision 

to retire before the age of 65 using the 1999 RCS published by the EBRI (N = 222). This 

study was developed because of the increase in the number of retired individuals in the 

United States and the significance of the timing of retirement. 

The results from the logistic regression analyses in Chapter IV identified the following 

variables to be significant in describing the individual that would be more likely to retire 

early: level of education, retirement savers, and confidence in Social Security. Findings 

from the logistic regression analyses are discussed below. 

The research hypotheses were tested using logistic regression analysis using SAS 

statistical software. The dependent variable, early retirement was measured using two 

levels (1 = retired early, 0 = not retired early). The independent variables tested in the 

first analysis were gender, retirement readiness, risk tolerance, level of education, 

financial attitudes and behavior, income, retirement savers, and confidence in Social 

Security. Missing values were replaced using multiple imputation procedures using SAS 

statistical software resulting in five multiply imputed data sets. Then the five multiply 

imputed data sets were combined. The results of the logistic regression indicated that 

level of education and retirement savers was significant at the .05 level, and confidence in 

Social Security was significant at the .10 level. 
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Demographic Characteristics of the Sample 

Based on the demographic characteristics presented in Chapter IV, there were 

more female than males in the sample. The largest portion of individuals in the sample 

were between 65 to 74 years of age. Current household income ranged from less than 

$15,000 to over $100,000, with 19% of respondents having income of less than $15,000, 

and only 7.8%) of respondents reported income in excess of $75,000. 

Approximately 90%) of the respondents reported that they were White/Caucasian. 

Approximately 54%) of the respondents were married, while 46%) were not married, and 

the level of education of the respondents ranged from some high school to attainment of a 

graduate degree. In summary, the sample overrepresented females and 

Whites/Caucasians compared to the U.S. census data (Hobbs & Stoops, 2002). 

Respondents' age, income, and level of education profiles were relatively evenly 

distributed. Researchers and practitioners are cautioned not to draw generalizations from 

this research to populations that are significantly different from this sample. 

Results from Logistic Regression Diagnostics 

DFBETAS and hat-matrix diagonals were examined to detect influential 

observations and to quantify their effects on the maximum likelihood fit. Based on this 

examination, no observations were found to have undue influence. However, the 

examination of a correlation matrix indicated that there was a collinearity constraint 

between confidence in Social Security and confidence in Medicare. In addition, there was 

a collinearity constraint between retirement savers and investment confidence. Therefore, 
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confidence in Medicare was removed from the logistic regression analysis, and 

investment confidence was tested separately from retirement savers to determine the 

significance of this variable. 

Treatment of Missing Values 

The preliminary analysis of variables indicated that the variable income had 55 

missing values. It was determined that methods employing multiple imputation were 

recommended for use in social science research, and multiple imputation was used. 

Logistic regression was used to determine if any systemic pattem of missingness existed 

for income values. A new dichotomous variable was created with 1 = not missing and 0 = 

missing. This variable was used as the dependent variable, and age, level of education, 

gender, age at retirement, retirement readiness, whether Social Security would be a major 

source of their retirement income, early retirees, retirement savings, number of financial 

dependents, and financial attitudes and behavior were the independent variables. 

Based on the results from the logistic regression analysis, none of the independent 

variables tested were significant predictors of the likelihood of missing income values. 

Therefore, no pattem of missingness was found. Therefore, income was assumed to be 

MAR or MCAR, and SAS multiple imputation procedures were employed. Missing 

income values were replaced and five multiply imputed data sets were created. The 

results from the five multiply imputed data sets were combined to produce inferential 

results. 
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Logistic Regression Research Findings 

In an effort to test the significance of the variable investment confidence, an 

additional logistic regression analysis was conducted including all of the independent 

variables gender, retirement confidence, investment confidence, risk tolerance, level of 

education number of financial dependents, financial attittides and behavior, income, and 

confidence in Social Security. The variable retirement savers was excluded due to 

collinearity constraints between retirement savers and investment confidence. SAS 

procedures were used to analyze the five multiply imputed data sets and create combined 

logistic regression results. Results from the logistic regression indicated that investment 

confidence was not significant. In this analysis, the only variable that was significant was 

level of education. Level of education was significant at the .06 level. It was concluded, 

therefore, that retirement savers would be included in fiiture analyses since it was 

significant in the initial model. 

In subsequent analyses, the variable income was eliminated, since it was not 

significant in either of the first two analyses. The use of multiple imputation was not 

necessary at this point, and the original data was analyzed using logistic regression and 

the application of backward elimination techniques. The final model was much more 

parsimonious and included the following independents variables: level of education, 

retirement savers, and confidence in Social Security. These findings, along with a 

discussion of each of the variables used to measure the hypotheses of this study, are 

discussed in more detail below. 
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Gender 

Although previous research supports the conclusion that there are gender 

differences in predicting retirement decisions (Talaga & Beehr, 1995), in this sttidy, 

gender was not found to be significant. These findings are contradictory to the research 

conducted by Hogan and Preeucci (1998), who found the gender inequality is produced 

and reproduced during the life course. 

One possible reason that this research did not support the previous research is that 

this study consisted of retirees of a generation when fewer women were in the work force 

(Ferber, 1993; Raphael, 2002b). If the study had included current workers, the results 

might have differed and indicated that gender was a significant factor in the timing of 

retirement. Current female retirees may not have been part of the workforce and may 

have relied on their spouse's Social Security and retirement benefits to provide for their 

retirement needs. 

Retirement Readiness 

Retirement readiness was not found to be a significant predictor of early 

retirement. The lack of significance may be partially due to the fact that the individuals 

are already retired and they would not have made the decision to retire had they not been 

ready. The retirement readiness rating included questions related to whether or not they 

will have enough money to live comfortably during their retirement years, whether they 

will have enough money to take care of basic expenses, whether they did a good job 

preparing financially for retirement, whether they will have enough money to support 
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themselves, no matter how long they live, and whether they will have enough money to 

take care of medical expenses (EBRI, n.d./2002a). 

Given that confidence in Social Security was a significant factor in determining 

early retirement, the questions regarding having adequate resources for retirement years 

or whether they did a good job preparing financially for retirement are irrelevant. If 

retirees are relying on Social Security as their primary source of income, they will not be 

concemed with having enough to support themselves, having enough to take care of basic 

expenses, or preparing for retirement because they are depending on Social Security 

benefits. 

In addition, the fact that confidence in Medicare was found to be significant may 

explain why whether they will have enough money to take care of medical expenses was 

not important. If they are dependent on Medicare and have confidence in the Medicare 

system, there would be no need to consider making other arrangements for medical needs 

during retirement. There were no other questions regarding health on the RCS. 

Investment Confidence 

Investment confidence was measured with one question that was only asked of 

individuals that indicated that they had savings for retirement. As a result, only 160 of the 

222 retirees in the subsample responded to the question. The number of missing 

responses further supports the finding that confidence in Social Security is related to the 

timing of retirement and this confidence may explain why investment confidence was not 
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found to be a significant factor. If individuals are relying on Social Security benefits as 

their primary source of income, they will not be concemed with saving for retirement. 

If individuals are relying on Social Security as their primary source of income, 

their ability to save and confidently invest retirement savings becomes less important. 

These findings are not inconsistent with the findings of Barber and Odean (2001), who 

believe that individuals are overconfident in their abilities. Individuals who are involved 

with investing their retirement savings may be overconfident. However, this assertion 

cannot be supported with the findings of this research. 

Another possible reason that investment confidence was not found to be 

significant for those who had some retirement savings is that they may be relying on the 

expertise and abilities of someone else, such as a financial plarmer (Cutler & Devlin, 

1997). If they are relying on the advice of another, then their confidence in their ability to 

invest their retirement savings wisely would not be important. 

Risk Tolerance 

Risk tolerance was measured using a 4-point Likert-type scale with 1 = not at all 

to 4 = very well. This variable was not found to be significant, which may be attributable 

to the fact that the retirees in this study were relying on Social Security as their primary 

source of income. Social Security benefits are a fixed annuity and are fairly certain in the 

short mn, which is the time frame that is relevant to most retirees. However, if the study 

had included workers and more younger retirees, the significance of this variable may 

have increased. 
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Level of Education 

Level of education was measured in years ranging from 10 to 18 years. According 

to the findings of this research, retirees with higher levels of education were 83% more 

likely to retire early. This finding is contradictory to the research of Whipple (2001), who 

found that highly educated individuals were more apt to stay with the organization for as 

long as possible. This research also contradicts the findings of Montalto, Yuh, and Hanna 

(2000), Hanisch and Hulin (1991), and Land and Russell (1996). One possible 

explanation for the findings of this research is that individuals with higher levels of 

education may have more income, which could allow them to save for retirement and 

retire earlier. 

Number of Financial Dependents 

As noted in the limitations of the study, all variables were measured subsequent to 

the decision to retire. The variable number of financial dependents was thought to be 

significant because, in theory, the more dependents that an individual has responsibility 

for, the less the individual will be able to save for retirement. Consequently, more 

financial dependents would lead to postponing the timing of retirement. However, the 

study asked for the current number of dependents, not the number of dependents during 

their working career. The number of dependents at the time of the survey may have been 

significantly less than the number of dependents during the respondent's year of 

employment. 
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As a result of the nature of the wording of the question used to measure number of 

financial dependents (current number of financial dependents), the number of dependents 

was not found to be significant. This is further substantiated by the fact that according to 

Table 2, only 48 of the respondents reported having one or more financial dependents. 

The majority, 171, reported having no dependents. 

Financial Attitudes and Behavior 

The financial attitudes and behavior scale as developed for this study included 

questions related to financial setbacks, discipline regarding savings activity, impulse 

buying habits, researching and plarming purchase behavior, and attitude toward financial 

planning. The variable financial attitudes and behavior was not found to be significant in 

this research. It is possible that the reason for lack of significance is related to the 

possibility that retirees do not face financial setbacks as frequently as workers. In 

addition, their discipline regarding savings would not be significant if they are dependent 

on Social Security or the fixed annuities provided by former employers. 

In addition, retirees may be less inclined to engage in impulse buying, since they 

tend to have less economic activity than younger individuals (U.S. Department of Labor, 

Bureau of Labor Statistics, n.d./2002). Further, their propensity to research and plan for 

purchases may be irrelevant, as they tend to make fewer big purchases than non-retirees. 

And finally, their attitude toward financial planning may not be significant because this 

sample was already retired and has indicated a reliance on Social Security and Medicare 
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benefits. The results would most likely differ if the sample had included younger 

individuals. 

Income 

In this research, income was not found to be a significant factor in the timing of 

retirement. This is contradictory to the findings of Blau and Lunz (1998) and Whipple 

(2001). However, the findings support the research of Adams (1999), who found that 

annual income was not related to retirement decisions. This research asked respondents 

their retirement income in 1998. If income during their years working or retirement 

wealth at the time of early retirement were known, the results might have been different. 

Rather, as suggested by Hatcher (1997), the decision to retire may be dependent 

on reservation wealth. The RCS did not have a question addressing total retirement 

wealth, but included questions related to level of personal savings for retirement and 

current income. These variables were included in the study because they were the only 

economic variables available and both were not significant predictors in the timing of 

retirement. 

Retirement Savers 

Savers, or those who had some personal retirement savings, were approximately 

39% more likely to retire early according to this study. This research supports the 

fmdings of Lumsdaine and Wise (1990), who stated that less personal savings would be 

associated with later retirement, holding all other income sources constant. These 
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findings are encouraging, given the uncertainty surrounding Social Security. However, 

Mitchell and Moore (1998) found that Americans approaching retirement do not have 

enough wealth to support themselves comfortably during retirement. 

Confidence in Social Security 

Confidence in Social Security was measured using a 4-point Likert-type scale, 

with 1 = not at all confident and 4 = very confident. Results from the logistic regression 

indicated that higher levels of confidence in Social Security were associated with early 

retirement. In fact, the final model indicated that those who were confident that Social 

Security would continue to provide benefits equal to those provided today were 1.38 

times more likely to retire early. The findings of this research are disturbing, when 

considered along with the data compiled by the Social Security Administration. The data 

indicated that for those recipients of Social Security age 65 or older. Social Security 

benefits comprised 63%) of their total income (Fast Facts About Social Security, 1999, 

n.d./2002) 

This research supports the findings of Wise (1997), who stated that Social 

Security provides incentives to retire early and the research of Lumsdaine and Wise 

(1990), who found a relationship between Social Security benefits and early retirement. 

Using responses to year in which they were bom, respondents' current age was 

calculated. When a comparison between current age and age at retirement was made, it 

was found that four cases contained illogical answers. These four cases included 

responses where the current age was less than the age at retirement, which was 
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impossible. Therefore, these four cases were deleted resuhing in a sample of 222 

respondents. 

Confidence in Medicare 

Confidence in Medicare was measured using a 4-point Likert-type scale, with 1 = 

not at all confident and 4 = very confident. Results from the logistic regression indicated 

that higher levels of confidence in Medicare were associated with early retirement. This 

sttidy supports the research of Sherry et al. (1999). However, these findings contradict the 

shidy indicating that the current health system would provide for their needs, should they 

experience a tragic illness ("Lack of Confidence"). As previously stated, there appears to 

be a knowledge gap for Medicare recipients regarding their coverage. 

Implications 

The purpose of this study was to determine the variables describing the decision 

to retire early. The following independent variables were included in the study: gender, 

retirement readiness, investment confidence, risk tolerance, level of education, number of 

financial dependents, financial attitudes and behavior, income, retirement savers, 

confidence in Social Security, and confidence in Medicare. 

The following variables were found to be significant: level of education, 

retirement savers, confidence in Social Security and confidence in Medicare. This 

research was designed to add to the body of knowledge regarding retirement and early 

retirement and to provide information regarding variables that have not been considered 
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in previous research, such as retirement readiness, attittidinal and behavioral variables, 

and some demographic and economic variables that other researcher have not included. 

The results from this research have implications for educators, policymakers and 

financial planners, and employers. 

If highly educated individuals are more likely to retire early, these findings impact 

employers and the workforce as a whole. The study suggests that highly educated 

individuals will retire eariy. This finding has implications for employers. As previously 

stated experts express conflicting opinions regarding the fiiture labor supply. Coates (as 

cited by Raphael, 2002a) believes that there will be a major labor surplus in the next 10 

years, while Herman, Qlivo, and Gioia (Raphael, 2002a) believe that there will be a labor 

shortage. If those predicting a shortage are correct, there will be approximately 10.3 

million jobs in the U.S. that will be unfilled (Raphael). Early retirees will be contributing 

to the significant labor shortage. 

Although the findings of this research indicated that retirement savers were more 

likely to retire early, most American households do not have adequate retirement savings 

(Mitchell & Moore, 1998). It is encouraging, however, that future retirees age 64 years 

and younger reported that they believed that their primary source of retirement income 

would come from savings in a 401(k) plan or similar plan (Lach, 2000). Educators must 

continue to provide information on the importance of saving for retirement, especially to 

younger individuals who have the ability to benefit from the compounding of interest 

over long periods of time. And given that workers have acknowledged the importance of 
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their role in retirement savings, employers should provide such plans and encourage 

participation by their employees through education and matching of fiinds. 

With workers' confidence in Medicare increasing, as indicated by the 1999 RCS 

(EBRI, n.d./2002a), more individuals may be relying on the government to provide for 

their healthcare needs. This may encourage individuals to exit the workforce as soon as 

they qualify for Medicare benefits. This information has major implications for 

policymakers. If the U.S. population is depending on Medicare benefits to provide for 

their healthcare needs, major reforms being proposed must take into account the effect 

that such reforms may have on the population as a whole. 

In addition, research suggests that a knowledge gap exists with respect to 

Medicare benefits (Sherry et al., 1999). Therefore, more efforts should be made to 

educate current Medicare recipients conceming their benefits. In addition, workers should 

be apprised of any changes or proposed changes that would affect their Medicare 

benefits. Individuals in the current workforce should be cautioned about relying solely on 

Medicare to provide all of their future healthcare needs because if changes are made to 

the federal budget with respect to Medicare, individuals may be required to seek some 

form of private co-insurance. Some individuals today are already purchasing 

supplemental policies. However, supplemental policies may be a necessity if benefits are 

significantly reduced in areas that are currently covered by Medicare, such as office visits 

to a physician. 

As is the case with confidence in Medicare, confidence in Social Security was 

found to be a significant factor regarding early retirement. This is a disturbing fact, since 
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research indicated that Americans were saving less (Wise, 1997). Other research 

indicated that Social Security recipients are relying on their Social Security benefits as a 

major source of income (Fast Facts About Social Security, 1999, n.d./2002; Yuh 8c 

DeVaney, 1996; Yabiku; 2000). Reliance on Social Security by so many individuals is a 

great concem, considering the fact that the fiittire of Social Security is uncertain (Cutier 

& Devlin, 1997). As previously mentioned, fimding the currently unfiinded Social 

Security and Medicare systems will not only be costly, but the Social Security 

Administtation has underestimated the necessary adjustments (Nardi, Imrohorglu, & 

Sargent, 1999). 

The RCS subsample employed in this research included retirees only. This 

research indicates that confidence in Social Security was related to early retirement. 

These findings have important implications for policymakers, educators, and financial 

planners. Policymakers must consider the effects that changes to Social Security benefits 

might have on future retirees, while making efforts to continue to provide benefits to 

current retirees. 

This challenge will become increasingly difficult as more baby boomers retire. 

More adjustments to the current system are inevitable, and it is important that educators 

provide information to current retirees regarding their benefits. And more importantly, 

educators must inform fiiture retirees about the instability that exists and the uncertainty 

of their fiiture benefits. In addition, financial planners must assist clients in projecting 

their retirement needs, and use conservative or no estimates of Social Security benefits in 

their calculations. It is encouraging to note that a survey of individuals age 64 years old 
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and younger reported that they believed that their main source of income will be savings 

in a 401(k) or similar plan (Lach, 2000). 

Recommendations for Future Research 

The following recommendations for future research in the area of early retirement 

are recommended. These recommendations are based on the limitations, delimitations, 

results, and implications of this study. 

1. Replicate the study employing later versions of the RCS. 

2. Employ sampling techniques that allow randomization that should yield 

respondents that match more closely with the demographics of the U.S. 

population. For example, a study including more variation in ethnic groups 

should be performed. This would allow for more generalizations of the 

findings to be made. 

3. Replicate the study and include the following variables: health status, 

career-related factors, retirement wealth at the time of retirement, and 

marital status at the time of retirement. As indicated in the limitations, 

these variables have been shown to be related to the timing of retirement. 

In particular, there are no questions in the RCS regarding health status at 

the time of retirement, yet a number of researchers have found health to be 

a significant factor in the timing of retirement. In addition, marital status 

has been found by many researchers to be a significant factor in the timing 

of retirement. The RCS asked respondents their current marital status, not 
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their marital stattis at the time of retirement. Therefore, the RCS should be 

modified to include questions related to the respondent's health at the time 

of retirement, career-related factors at the time of retirement, retirement 

wealth at the time of retirement, and marital stattis at the time of 

retirement. 

Research using more inclusive questions rather than relying on the RCS 

would enable a researcher to add questions addressing the respondent's 

circumstances at the time of retirement. The recognition of intent to retire 

early and the conduct of longitudinal research which follows early retirees 

during retirement would add to the body of knowledge conceming early 

retirement decisions and the consequences of retiring early. 

Further research should be conducted to assess the validity of the 

retirement readiness questions and the financial attitudes and behavior 

score. These variables are multidimensional, and they should be tested 

with other populations. For example, respondents who are currently 

working could be asked a question regarding their planned retirement age, 

which would allow researchers to explore new directions with the RCS. 
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APPENDIX A 

SURVEY QUESTIONS USED IN TESTEMG HYPOTHESES 

(VARIABLE NAMES APPEAR IN ITALICS) 
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Variable: Retired Earlv 
How old were you when you retired? years old 
[DO NOT ACCEPT A RANGE; (VOL) Don't know 98 
PROBE FOR A SPECIFIC AGE] (VOL) Refiised 99 

Variable: Gender 
Male 1 Female 2 

Very 
Conf. 

Some
what 
Conf. 

Not 
Too 

Conf. 

Not 
At All 
Conf. 

(VOL) 
DK 

(VOL) 
REF 

Variable: Retirement Readiness 
Next, I would like to know how confident you (and your spouse/partner) are about certain 
aspects related to retirement. First, [READ AND ROTATE A-Dj. Would you say that 
you are very confident, somewhat confident, not too confident, or not at all confident? 

a. You are doing a good job of 
preparing financially for 
retirement. (Retirees: You did a 
good job of preparing financially 
for your retirement.) 
b. You will have enough money to 
take care of your medical expenses 
when you retire. (Retirees: You 
will have enough money to take 
care of your medical expenses 
during your retirement.) 
c. You will have enough money to 
take care of your basic expenses 
during your retirement. 
d. You will have enough money to 
support yourself(yes) in retirement, 
no matter how long you live. 
Overall, how confident are you 
that you (and your spouse/partner) 
will have enough money to live 
comfortably throughout your 
retirement years? 
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Variable: Investment Confidence 
Overall, how confident are you Extremely confident 5 
that you are investing your Very confident 4 
retirement savings wisely? Are you Somewhat confident 3 
[READ 5-1] Not too confident 2 

Not at all confident 1 
(VOL) This does not apply for you 6 
(VOL) Don't know 7 
(VOL) Refiised 8 

Variable: 7?/̂ :̂ Tolerance 
Please tell me how well the following statements describes you. First, [READ AND 
ROTATE A-H] Would you say that it describes you very well, well, not too well, or not 
at all? 

Not Not 
Very Too At All (VOL) (VOL) 
Well Well Well Well DK REF 

I am willing to take substantial 
financial risk for substantial gain. 4 3 2 1 5 6 

Variable: Years of Education 
What was the highest grade of Some high school or less 1 
school or year of college that you High school graduate 2 
completed? Some college/trade or business school 3 
[DO NOT READ CHOICES] College graduate 4 

Post graduate work 5 
Graduate degree 6 
(VOL) Don't know 7 
(VOL) Refiised 8 

Variable: Number of Financial Dependents 
Other than yourself (yes), how people 
many people are you (and your (VOL) Don't know 98 
spouse/partner) financially (VOL) Refused 99 
responsible for? Please include 
children, parents, grandchildren or 
others. 
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Variable: Financial Attitudes and Rehnvinr 
Please tell me how well the following statements describes you. First, [READ AND 
ROTATE A-H] Would you say that it describes you very well, well, not too well, or not 
at all? 

Not Not 
Very Too At All (VOL) (VOL) 
Well Well Well Well DK REF 

Just when I think 1 have a handle 4 3 2 1 5 6 
on my finances, something always 
happens that sets me back from my 
financial goals. 
I am disciplined at saving. 4 3 2 1 5 6 
I frequently spend money when 1 4 3 2 1 5 6 
do not plan to buy anything. 
I always research and plan for a 4 3 2 1 5 6 
big purchase. 
I enjoy financial planning 4 3 2 1 5 6 

Variable: Income 
In 1998, was your total household income, before taxes, over or under $35,000? 
[IF UNDER $35,000:] Was hover or under $25,000? Less than $15,000 1 
[IF UNDER $25,000:] Was hover or under $15,000? $15,000-$24,999 2 
[IF OVER $35,000:] Was it over or under $50,000? $25,000-$34,999 3 
[IF OVER $50,000:] Was it over or under $75,000? $35,000-$49,999 4 
[IF OVER $75,000:] Was it over or under $ 100,000? $50,000-$74,999 5 

$75,000-$99,999 6 
$100,000 or more 7 
(VOL) Don't know 8 
(VOL) Refiised 9 

Variable: Savers 
Not including Social Security taxes or employer-provided Yes 1 
money, did you personally save any money for retirement No 2 
before you retired? (VOL) Don't know 3 

(VOL) Refiised 4 
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Variable: Confidence in Social Security 
Now I have some questions on a slightly different topic. How confident are you [READ 
A-B, DO NOT ROTATE]? Would you say that you are very confident, somewhat 
confident, not too confident, or not at all confident? 

Some- Not Not 
Very What Too At All (VOL) (VOL) 
Conf. Conf. Conf. Conf. DK REF 

a. That the Social Security system 4 3 2 1 5 6 
will continue to provide benefits of 
at least equal value to the benefits 
received by retirees today. 

Variable: Confidence in Medicare 
b. That the Medicare system win 4 3 2 1 5 6 
continue to provide benefits of at 
least equal value to the benefits 
received by retirees today. 
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APPENDIX B 

FREQUENCY TABLES OF SURVEY QUESTIONS 

AS ORIGINALLY CODED 
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Table 16. Frequency Table: Retired Early 

Response 

30 
31 
34 
37 
38 
39 
43 
44 
45 
46 
47 
48 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
75 
77 
80 
87 
98 

Frequency 
1 
1 
1 
1 
2 
1 
2 
1 
2 
5 
1 
3 
4 
3 
7 
2 
5 
16 
1 
6 
6 
8 
14 
3 
44 
13 
7 
30 
4 
2 
1 
1 
7 
2 
2 
1 
2 
1 
1 
1 
7 

Percent 
.5 
.5 
.5 
.5 
.9 
.5 
.9 
.5 
.9 
2.3 
.5 
1.4 
1.7 
1.4 
3.1 
.9 
2.3 
7.1 
.5 
2.7 
2.7 
3.6 
6.2 
1.4 
19.7 

5.8 
3.1 
13.4 

1.7 
.9 
.5 
.5 
3.1 
.9 
.9 
.5 
.9 
.5 
.5 
.5 
3.1 
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Table 17. Frequency Table: Ge«c?er 

Response Frequency Percent 

1 95 42.8 

127 57.2 

Table 18. Frequency Table: Overall Retirement 
Confidence 

Response 

1 

2 

3 

4 

Missing 

Frequency 

14 

35 

91 

77 

5 

Percent 

6.5 

16.1 

41.9 

35.5 
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Table 19. 

Response 

1 

2 

3 

4 

Missing 

Frequency Table: Financial 
Preparation 

Frequency 

18 

33 

92 

76 

3 

Percent 

8.2 

15.1 

42.0 

34.7 

Table 20. Frequency Table: Medical Expenses 

Response 

1 

2 

3 

4 

Missing 

Frequency 

13 

44 

79 

82 

4 

Percent 

6.0 

20.2 

36.2 

37.6 
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Table 21. Frequency Table: Money for 
Retirement 

Response 
1 

2 

3 

4 

Missing 

Table 22. 

Response 

1 

2 

3 

4 

5 

Missing 

Frequency 
10 

35 

94 

78 

5 

Percent 
4.6 

16.1 

43.4 

35.9 

Frequency Table: Investment 
Confidence 

Frequency 

8 

6 

58 

63 

25 

62 

Percent 

5.0 

3.8 

36.3 

39.3 

15.6 
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Table 23. Frequency Table: Risk Tolerance 

Response 

1 

2 

3 

4 

Missing 

Frequency 

116 

60 

28 

14 

4 

Percent 

53.2 

27.5 

12.9 

6.4 

Table 24. Frequency Table: Level of Education 

Response 

1 

2 

3 

4 

5 

6 

Missing 

Frequency 

40 

63 

51 

45 

7 

13 

3 

Percent 

18.3 

28.8 

23.3 

20.6 

3.2 

5.8 
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Table 25. Frequency Table: Number of 
Financial Dependents 

Response 

0 

1 

2 

3 

5 

6 

8 

11 

Missing 

Table 26. 

Response 

1 

2 

3 

4 

Frequency 

171 

21 

17 

5 

1 

2 

1 

1 

3 

Percent 

78.0 

9.5 

7.8 

2.3 

.5 

.9 

.5 

.5 

Frequency Table: Financial 
Setbacks 

Frequency 

67 

56 

46 

51 

Percent 

30.4 

25.5 

20.9 

23.2 
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Table 27. 

Response 

1 

2 

3 

4 

Missing 

Frequency Table: Discipline at 
Saving 

Frequency 

21 

34 

74 

88 

5 

Percent 

9.7 

15.7 

34.1 

40.5 

Table 28. Frequency Table: Impulse Buyer 

Response 

1 

2 

3 

4 

Missing 

Frequency 

98 

60 

35 

25 

4 

Percent 

44.9 

27.5 

16.1 

11.5 
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Table 29. 

Response 

1 

2 

3 

4 

Missing 

Frequency Table: 
Purchases 

Frequency 

31 

31 

55 

103 

2 

Research 

Percent 

14.1 

14.1 

25.0 

46.8 

Table 30. Frequency Table: Enjoy Financial 
Planning 

Response 

1 

2 

3 

4 

Missing 

Frequency 

42 

50 

61 

66 

3 

Percent 

19.2 

22.8 

27.9 

30.1 
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Table 31. Frequency Table: Household Income 

Response 

1 

2 

3 

4 

5 

6 

7 

Missing 

Frequency 

32 

35 

33 

36 

17 

5 

8 

56 

Percent 

19.3 

21.1 

19.9 

21.7 

10.2 

3.0 

4.8 

Table 32. Frequency Table: Retirement Saver 

Response 

1 

2 

Missing 

Frequency 

160 

61 

1 

Percent 

72.4 

27.6 
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Table 33. 

Response 

1 

2 

3 

4 

Missing 

Frequency Table: Social Security 
Benefits 

Frequency 

24 

69 

77 

43 

9 

Percent 

11.3 

32.3 

36.2 

20.2 

Table 34. Frequency Table: Medicare Benefits 

Response 

1 

2 

3 

4 

Missing 

Frequency 

23 

78 

86 

31 

4 

Percent 

10.6 

35.8 

39.4 

14.2 
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APPENDIX C 

FREQUENCY TABLES FOR RECODED VARIABLES 
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Table 35. Frequency Table: Retired Early 

Response Frequency Percent 

0 63 28.4 

1 159 71.6 

Table 36. Frequency Table: Gender 

Response Frequency Percent 

0 127 57.2 

1 95 42.8 
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Table 37. 

Response 
5 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

Frequency Table: 
Readiness 

Frequency 
3 

3 

5 

4 

8 

5 

7 

13 

18 

29 

28 

Retirement 

Percent 
1.3 

1.3 

2.7 

1.9 

3.8 

2.4 

3.3 

6.2 

8.5 

13.7 

13.3 

17 14 6.6 

18 19 9.0 

19 13 6.2 

20 42 19.7 

Missing 11 
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Table 38. 

Response 
1 

2 

3 

4 

5 

Missing 

Frequency Table: 
Confidence 

Frequency 
8 

6 

58 

63 

25 

62 

Investment 

Percent 
5.0 

3.8 

36.3 

39.3 

15.6 

Table 39. Frequency Table: Risk Tolerance 

Response 
1 

2 

3 

4 

Missing 

Frequency 
116 

60 

28 

14 

4 

Percent 
53.2 

27.5 

12.9 

6.4 
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Table 40. Frequency Table: Level of Education 

Response 
10 

12 

14 

16 

17 

18 

Missing 

Frequency 
40 

63 

51 

45 

7 

13 

3 

Percent 
18.3 

28.8 

23.3 

20.6 

3.2 

5.8 

Table 41. Frequency Table: Number of 
Financial Dependents 

Response 
0 

1 

2 

3 

Missing 

Frequency 
171 

21 

17 

10 

3 

Percent 
78.1 

9.6 

7.7 

4.6 
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Table 42. Frequency Table: Financial 
Attitudes and Behavior 

Response 
5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

Missing 

Frequency 
2 

1 

2 

2 

7 

6 

13 

16 

25 

30 

24 

23 

27 

15 

8 

10 

11 

Percent 
1.0 

.5 

1.0 

1.0 

3.3 

2.8 

6.2 

7.6 

11.8 

14.2 

11.3 

10.9 

12.8 

7.1 

3.8 

4.7 
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Table 43. Frequency Table: Income 

Response 
7,500 

20,000 

30,000 

42,500 

62,500 

87,500 

112,500 

Missing 

Frequency 
32 

35 

33 

36 

17 

5 

8 

56 

Percent 
19.3 

21.1 

19.9 

21.7 

10.2 

3.0 

4.8 

Table 44. Frequency Table: Retirement Saver 

Response 
1 

2 

Missing 

Frequency 
160 

61 

1 

Percent 
72.4 

27.6 
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Table 45. Frequency Table: Confidence 
in Social Security 

Response 
1 

2 

3 

4 

Missing 

Frequency 
24 

69 

77 

43 

9 

Percent 
11.3 

32.3 

36.2 

20.2 

Table 46. Frequency Table: Confidence in 
Medicare 

Response 
1 

2 

3 

4 

Missing 

Frequency 
23 

78 

86 

31 

4 

Percent 
10.6 

35.8 

39.4 

14.2 
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APPENDIX D 

ADDITIONAL SURVEY QUESTIONS USED IN TESTING FOR 

PATTERN OF MISSINGNESS IN INCOME RESPONSES 

(VARIABLE NAMES APPEAR IN ITALICS) 
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Variable: Ase 
In what year were you bom? 
[IF 1974 OR LATER. THANK 
AND TERMINATE] 

Variable: Social Security 

19 

g. Social Security 

Variable: Earlv Retirees 
Did you: [READ 1-3] 

Major 
Source 

of 
Income 

3 

Minor 
Source 

of 
Income 

2 

Not a 
Source 

of 
Income 

1 

(VOL) 
DK 
4 

(VOL) 
REF 

5 

Retire earlier than you planned to 1 
Retire later than you planned to 2 
Retire about when you plarmed to 3 
(VOL) Don't know 4 
(VOL) Refiised 5 

Variable: Retirement Savings 
At the time you retired, how much money in total did you (and your spouse/partner) have 
accumulated for you retirement? Please include any personal savings you or other 
members of your household have, any employer contributions to retirement accounts in 
your name, and investment retums to retirement accounts. Is this over or under $50,000? 

None 1 
[IF UNDER:] Was hover or under $10,000? Under $5,000 2 

[IF UNDER:] Was h over or under $5,000? $5,000 - $9,999 3 
[IF UNDER:] Did you have any? $10,000 - $24,999 4 

[IF OVER:] Was hover or under $25,000? $25,000 - $49,999 5 
[IF OVER:] Was hover or under $100,000? $50,000 - $74,999 6 

[IF UNDER:] Was h over or under $75,000 - $99,999 7 
$75,000? $100,000-$149,999 8 

[IF OVER:] Was hover or under $150,000 - $249,999 9 
$150,000? $250,000 or more 10 

[IF OVER:] Was h over or under (VOL) Refiised 11 
$250,000? (VOL) Refiised 12 
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APPENDIX E 

FREQUENCY TABLES FOR ADDITIONAL VARIABLES USED TO TEST 

FOR PATTERN OF MISSINGNESS AS ORIGINALLY CODED 
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Table 47. Frequency Table: Age 

Response 
36 
42 
48 
49 
50 
51 
52 
54 
55 
56 
57 
58 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
89 
91 
96 

Frequency 
1 
1 
2 
1 
2 
2 
2 
3 
1 
5 
1 
1 
8 
3 
7 
9 
8 
11 
9 
11 
6 
10 
10 
12 
8 
9 
11 
6 
10 
9 
14 
6 
2 
4 
3 
4 
2 
1 
3 
1 
1 
1 
1 

Percent 
.5 
.5 
.9 
.5 
.9 
.9 
.9 
14 
.5 
2.3 
.5 
.5 
3.6 
1.4 
3.2 
4.1 
3.6 
5.0 
4.1 
5.0 
2.7 
4.5 
4.5 
5.4 
3.6 
4.1 
5.0 
2.7 
4.5 
4.1 
6.3 
2.7 
.9 
1.8 
1.4 
1.8 
.9 
.5 
1.4 
.5 
.5 
.5 
.5 
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Table 48. Frequency Table: Social Security 

Response 

1 

2 

3 

5 

Frequency 

22 

82 

116 

2 

Percent 

9.9 

36.9 

52.3 

.9 

Table 49. Frequency Table: Early Retirement 

Response 

1 

2 

3 

Missing 

Frequency 

95 

11 

107 

9 

Percent 

44.6 

5.2 

50.2 
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Table 50. Frequency Table: Retirement 
Savings 

Response Frequency Percent 

1 

2 

3 

4 

5 

6 

7 

8 

9 

19 

11 

14 

24 

17 

11 

8 

13 

13 

13.6 

7.9 

10.0 

17.1 

12.1 

7.9 

5.7 

9.3 

9.3 

10 10 7.1 

Missing 82 
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APPENDIX F 

FREQUENCY TABLES FOR ADDITIONAL VARIABLES USED 

TO TEST FOR PATTERN OF MISSINGNESS RECODED 
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Table 51. Frequency Table: Social Security 

Response 

1 

0 

Missing 

Frequency 

116 

104 

2 

Percent 

52.7 

47.3 

Table 52. Frequency Table: Early Retirement 

Response Frequency Percent 

1 95 44.6 

0 118 55.4 

Missing 9 
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