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Abstract

During the past several decades vast changes have
occurred in the labor market. Unusually high unemployment
rates, changes in labor force compositibn and the migration
of workers to new industries, are typical topics of
concern, This study deals with the development of a model
to explain the consequences of environmental stress and
psychological strain on retirement financial planning
behaviors, an area of investigation which has received
little or no attention in the literature, but in which as
much importance portends as the traditional topics of
concern. Several measures of environmental stress,
psychological strain and measures of coping behaviors are
developed as endogenous variables in a model with several
measures of individual differences as exogenous variables.
A stratified, random sample design was used to select 364
employees from Norfolk General Hospital. Results were
analyzed wusing path analysis. The results supported the
ma jor hypothesis of causal linkages between measures of
environmental stress, psychological strain and coping
behaviors., The final Psychological Model of Retirement
Financial Planning Behavior suggests several consequences

for the development of employee assistance programs.
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Page 1
CHAPTER 1

Introduction

Environmental stress can be conceptualized as pressure
from the environment which impacts individuals, creating
psychological strain, a state of emotional tension.
Sensitivity to economic stress, 1lack of future-oriented
economic optimism and lack of discretionary income are
likely environmental stressors which may induce
psychological strain among workers. Psychological strain
is likely to affect retirement financial planning
activities, stated willingness to continue working in order
to acquire sufficient financial assets for retirement, and
feelings of self-reliance regarding ability to provide for
financial needs in retirement. Subsequently, curreat
psychological views regarding why people work or continue
to work ©beyond retirement eligibility appear inadequate
when the realities of environmental stress are taken into
account. In a most simplistic model, some people may work
because it provides the only opportunity to acquire the
financial resources necessary to support their retirement.

Research on the relation of economic aspects of
retirement to retirement satisfaction indicates skewed
demographic distributions in which females, minorities, and
those from 1lower income levels disproportionately report
low retirement satisfaction due to insufficient incomes.

These groups 1likely experience increased environmental
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econonic stress and are 1likely to have increased
psychological strain as a result of the inability to cope
and control their financial welfare in retirement. Walker
and Price (1974) suggest existing research does not give
systematic attention to retirement across income groups.

This dissertation considers how environmental stress
affects current workers and their participation in
retirement planning activities, their stated willingness to
continue working to acquire financial assets sufficient for
retirement, and their thoughts about who is responsible for
assuring that retired workers have sufficient financial
assets to meet their needs. Specifically, the validity of
certain hypothesized relationships between environmental
stress, psychological strain, and specific behaviors and
beliefs will be tested. Differences between specific
demographic groups will be expliored.

General Background

Older workers are caught today between the jaws of a
vise., Mandatory retirement policies, work disincentives in
pension plans, and pressures exerted upon them to leave the
workforce early close in from one direction. Dramatic
fluctuations in inflation and portents of retirement
benefit reductions induce pressure from the other side.
The result is that workers are coerced and enticed to
withdraw from the workforce, while at the same time, the
economic necessity of being able to provide for retirement

needs requires workers to remain active in the labor-for-
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wage exchange. This conflict of opposing forces is not
easily wunderstood when both research and descriptive
literature tend to articulate only the first side of the
conflict while dignoring the implications of the second.

According to the Select Committee on Aging (1980, p.
14), approximately 10 percent of the population was over 65
in 1980, yet these people constituted 22.3 percent of all
persons in America with incomes below the 1980 poverty
level of $3,999 for individuals. Despite numerous advances
in assistance, a 1985 Congressional Budget Office report
showed that in 1983, the last year for which official data
are available, there were still 35.3 million poor people,
of whom 3.7 million were 65 or older. This same report
suggested that eliminating the 1986 cost-of-living
adjustment in federal benefit programs would save $§6.6
billion but would push 530,000 people, two-thirds of whom
would be elderly, 1into poverty. Why do large numbers of
people enter retirement so ill-prepared?

First, the working years, from about age 20 to 65,
constitute the only opportunity to acquire financial
assets, including Social Security, wupon which most of us
will depend in our retirement years., Delayed entry into
the workforce, an early exodus from the workforce, or
disruptions in one's employment history, portend a lowering
of the available assets with which the average American
will be able to support their standard of 1living during

retirement. Acclimation to a seven percent national
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unemployment rate, higher regional unemployment rates, a
forty-five percent unemployment rate for Black males
between the ages of 20 and 25, and a high number of middle-
aged women entering the workforce for the first time, delay
for many the opportunity to begin financial planning for
retirement and shorten the years available to particpate in

financial planning activities.

Secondly, federal legislation to prevent age
discrimination in employment has failed to resolve
significant issues. According to the Select Committee on

Aging (1981, p.9):

o Fifty-one percent of all workers still face an
employer-imposed mandatory retirement age;

o Forty-two percent of all workers covered by
pensions receive no (or minimal) pension
benefit 1increases for work performed after
age 65;

o workers who forfeit Social Security benefits
in order to remain employed after age 65
will never regain those lost benefits.

These obstacles to future financial security force
current workers to begin financial planning early in their
careers, assign a higher proportion of available wages to
the acquisition of retirement assets and diversify their
savings approaches to assure adequate resources for
retirement. For some, this is not a critical issue,

What has developed in this country is a two-class
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system of retirement. One group, about twenty-£four
percent, 1live at or below the poverty level during their
employment years and rely almost exclusively upon Social
Security benefits in retirement. The other group, the
larger one, has an adequate standard of 1living, with
employee pension plans and/or assets from
savings/investments to provide for their retirement years.
However, even in this larger group many may find themselves
less optimistic in the future as inflation robs them of the
value of their assets and increased lomngevity extends the
period over which those assets must be distributed.

In the year 2000, there will be 87.1 million
Americans, 45 and over, compared with 73.5 miliion in 1984
(Congressional Budget Office, 1985, p. 47). With the
growing number of older Americans may come 1increasing
demands for economic security in retirement.

In the following sections different perspectives on
retirement will be explored. Each perspective represents
one part of the panorama of psychological, sociological and
economic pictures of retirement.

Administrative Perspective

In the 1950's, when many of the private pensions began
for hourly rate employees, the age of 65 was carried over
from Social Security as the eligibility standard for
benefits and, in many cases, the age at which mandatory
retirement was required. This mandatory retirement age,

however, seems to have been arbitrarily set in some cases.
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Representatives from General Motors testified at a
congressional hearing on March 16, 1977, that when their
first hourly-pension plan was established in 1950, the age
for automatic retirement was compromised at 68 after ages
70 and 65 had been discussed (Select Committee on Aging,
1977, p. 56).

In 1977 both General Motors and Ford Motor Company
reported fewer than two percent of their hourly wage
employees postponed retirement until the mandatory age of
68 (Fritz, 1978). At least 89 percent of their employees
retired before age 65 due to union imposed age
requirements. Many of these individuals opted for early,
reduced Social Security benefits.

In industries where the combination of pension plan
benefits and Social Security benefits provide high pre-
retirement replacement values, Fritz (1978) found a
propensity for workers to retire early. He reports that
from 1975 to 1978, only twenty percent of Exxon employees
worked until age 65, the mandatory age; in 1976, at General
Foods thirty percent of its retirees remained until 65, the
mandatory age; while at IBM, from 1970 to 1976, twenty
percent of nearly 7,000 retirees left at the mandatory age
of 65.

Despite what appears to be a financially induced mass
exodus from the workforce, the fact remains that only
thirty percent of men and thirteen percent of women

recently entitled to Social Security benefits also received
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a private pension benefit (Select Committee on Aging,
1980). Additionally, many private pension plan benefit
amounts are integrated with the amount of Social Security
benefits, The result is that individuals often have their
private pension Dbenefits reduced by the amount of their
Social Security entitlements. Additionally, while Social
Security ©benefits are adjusted for Cost-of-Living (COL),
most private pension benefits are fixed entitlements.
Also, coverage wunder private pension plans 1is generally
restricted to higher income or heavily unionized groups.
Only ten percent of workers with income between $5,000 and
$10,000 are covered by private pension plans; most of these
are government employees. Conversely, seventy-eight
percent of workers earning $25,000 and more are covered by
pension plans (Select Committee on Aging, 1980, p. 60).
Lower paid workers, who may need pension funds the
most, are the least likely to accumulate these resources
during their working years. Additionally, current rules
require virtually all workers to remain with the same
employer for at 1least 10 years to become "vested" in a
retirement system--a requirement which is often impossible
to meet since the average tenure for American workers is
seven years (Select Committee on Aging, 1980, p. 47).
Periods of unemployment, years absent from the workforce to
raise children, and frequent job changes may prevent many
workers from accruing sufficient time for investiture with

a firm., The unpaid contributions forfeited by these short-
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term workers are often used to subsidize the pensions of
persons who remain with the plan over many years. When the
pension benefits of these long-term workers are computed on
the basis of the highest and usually most recent salary,
the total retirement benefits received exceed the limits of
their own contributions. For example, a worker vwho
contributes to a pension plan for thirty years and then
retires, with Dbenefits computed at fifty percent of their
current wage, will, after a short time, receive more in
benefits than the value of their own contributions over the
thirty years of working. These benefits are paid with
funds from workers who have forfeited contributions by
withdrawing from the pension plan early, or by the
contributions of workers who die early in retirement,
leaving unused contributions in the pension plan. In the
private pension system income is often transferred from the
transient or intermittent worker to the more stable one.

National surveys (Harris, 1979) reveal that many older
workers would prefer to work past normal retirement age,
often even with reduced work schedules, in order to meet
financial obligations. Yet the demands of younger workers
for organizational advancement opportunities often force
organizations to consider reducing the age for mandatory
retirement, thus forcing older workers out of the
workforce. The results can often be costly. Sheppard
(1971) found that a firm which would drop its retirement

age from 65 to 60, with full benefits, would face a forty
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to fifty percent increase in pension costs.

Not surprisingly, most organizational responses to
employee preretirement planning avoid comprehensive
discussions of the economics of retirement. While
Fitzpatrick (1980) found that an overwhelming majority of
employees age 40 and over felt a need to attend a
retirement planning program 1in order to discuss the
economics of retirement, most companies find that focusing
attention on such topics is not to their advantage simply
because such a focus would illuminate deficiencies in the
abilities of current pension plans to meet the financial
needs of the retiree. Instead, most companies have taken
the position that the financial welfare of a prospective
retiree is a matter of individual planning, which requires
attention over one's entire employment history. The
current employer, often the last 1link in a chain which
covers numerous organizations over many years of
enployment, 1is often reluctant to intervene in a problem
which is seen as cumulative, personal and not a result or
condition of one's current employment. Allocating current
organizational resources for such an intervention is often
seen as both an 1invasion of workers' privacy and an
unnecessary organizational burden, when previous employers,
(or the worker) have failed to take advantage of past
opportunities to provide or participate 1in planning
activities.

Monk (1979) identified five types or models of
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preretirement planning programs. In each of these models,
the primary focus of attention was the social/ego needs of
the retiree. They differed only in terms of "how" self-
esteem and social activity was to be maintained during the
retirement years.

Siegel and Rives (1980) reviewed several
organization financial planning programs for retirees.
They found that while these programs claimed to cover post-—
retirement financial planning, over ninety percent of the
programs were unable to determine exact individual pension
or Social Security entitlements. The complexity of
determining individual entitlements and an dinability to
predict future changes in the rules governing entitlements
were reasons most often cited for this deficiency. The
programs reviewed were largely presented to workers in a
mass-meeting lecture and were essentially devoid of
individual examples or input from the workers themselves.
Additionally, Hall (1980) found that most corporate
retirement ©planning programs occur late in the employment
history, usually about five years before retirement. Age
45 to 50 1is increasingly becoming too late to begin
retirement financial planning because there may not be
sufficient working years remaining to take advantage of
many investment opportunities. Also, programs would be
better served if communication was established with people
who had already retired and were able to relate first-hand

"realisms."
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Walker and Price (1974) conclude that other than
establishing superficial counseling programs, little
attention has Dbeen given directly to critical retirement
financial issues. Yet, Fitzpatrick (1979) claims that such
programs may represent the only significant exposure a
worker has as a preretiree to information that could
seriously affect future security and happiness.
Additionally, he found that organizations are reluctant to
provide continued programs of counseling for workers once
they are retired.

Because of inadequate organizational planning and
attention to workshop content, workers often enter
retirement unaware of its economic demands. Additionally,
as older workers approach their retirement years they may
feel neglected by an employer who fails to provide the kind
of information they desire.

Union Perspective

In a landmark case in 1971, the Supreme Court upheld
the unions' position, and the 6th Circuit Court of Appeals'
decision, that wunions are not osiigated to bargain for
pension benefits on behalf of retirees, precisely because
the demands of the retirees may run counter to the needs of
younger, currently employed workers for higher wages
(Kasschau, 1976). The result of this Supreme Court
decision was to close the door on retirees' expectations
that years of union membership would assure continued union

representation of their interests during retirement.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Page 12
Claque, Palli and Kramer (1971) observe that unions have
been very slow to respond to older workers' demands for
supplementary retirement income. In fact, they point out
the position of the unions has been similar to that of the
Social Security Administration with regard to continued
employment following retirement. Union retirement benefits
are often reduced significantly for each dollar "earned"
while retired. The effect on the retired worker is that
they are prevented from re-entering the workforce even
though their economic requirements may necessitate such
action.

The wunions' position has repeatedly been one of
protection for current workers at the expense of those
older workers who are approaching or have reached
retirement. The distribution of financial resources
available, from the unions' point of view, dictates that
the needs of current, younger voting members must receive
priority, even at the expense of the retired worker.

Governmental Perspective

According to Johnson (1974), the choice of 65 as the
age for retirement is traceable in large part to the 01d
Age and Survivors Pension Act sponsored by Otto von
Bismarck, the first chancellor of the German Empire. In
1889, following a disasterous Franco-Prussian War which
left the country heavily populated by disabled veterans and
a large number of elderly unable to care for themselves,

such a plan was a political necessity. This legislation
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represented the first time a national government in the
Western world assumed an obligation <for the financial
support of its older citizemns and created the need to
define "old age.," Great Britain passed similar
legislation in 1908, initially using age 70, but later
reducing it to sixty-five. Other nations followed
Bismarck's 1lead. The United States followed suit in 1935
with its Social Security system, spurred largely by the
demands of the depression.

Today the normal retirement age, as defined by public
policy, varies by country, as well as by sex and type of B
work. The age range is primarily 60-70, with 65 being the
most common, In most cases the original rationale for
choosing 65 seems to have been a political compromise which
few expected would become a significant issue since the
average life expectancy in the late 19th century was only
54.7 years for white males.

In 1967 the Age Discrimination in Employment Act was
enacted and defined as a protected age group those
individuals who were at least 40 years of age, but less
than 65. Choice of these ages also seems to have been
somewhat arbitrary. The original bill submitted to
Congress was an outgrowth of a study the Secretary of Labor
was required to make pursuant to section 715 of the Civil
Rights Act of 1964. It had age limits of 45-65 but provided
additional authority to the Secretary to adjust the limits

up or down. At Senate hearings on this bill, Secretary
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Wirtz noted that adjusting the age upward would be helpful
in protecting those workers older than 65 who wanted and
needed to work 1in order to meet financial necessities.
Instead of permitting this adjustment, the Senate required
the Secretary to make a special study of this problem and
report back within 6 months. Despite a reaffirmation of
the Secretary's previous position filed in the later
report, no such adjustment was made by the Congress (Select
Committee én Aging, August 1977).

Instead of providing a mechanism for improving
workers' capacity to continue self-support, as originally
conceived, the outcome of this action, in fact, has been to
strengthen workers' dependence on Social Security benefits.
While Social Security was not designed to be the sole

source of retirement income for those over 65, the fact is

that, for many, it remains so. In addition, there are
built-in disincentives to continued labor force
participation by recipients. Social Security regulations

penalize older workers by reducing benefits ome dollar for
every two dollars earned over $7320 for those over age 65,
and $5400 for those under 65 (Social Security
Administration, 1985). Even so, this provision of the law
is unevenly applied. For example, individuals who have an
employment history as a "consultant" can continue their
activity into retirement with a ceiling on earnings of
$15,000.

While some efforts have been made to raise basic Social
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Security benefits, these gains are often offset by deleting
future cost-of-living allowances. As recently as 1980, the
maximum basic entitlement for an individual, without a
cost-of-living allowance, equalled only eighty-one percent
of the previous year's poverty line (Select Committee on
Aging, 1980, .18). Commencing with the 1984 tax year,
further reductions in overall benefits have occurred since
up to one-half of Social Security benefits received may be
taxed for those with other sources of income. As the ratio
of retirement benefits to cost-of-living declines for the
retiree, health maintenance costs continue to rise at a
rate typically higher than the COL index, and the blessing
of a longer expected life is mixed by the need to meet
medical expenses for a longer period of time.

Opportunities available to participate in other forms
of retirement financial planning are often negligible for
poor and many middle-income wage earners. The Select
Committee on Aging stated in a 1980 report that the tax
deductions offered to IRA participants are not 1likely to
benefit 1low 1income groups since the minimum enrollment
requirements prevent many of these people from
participating. Low dincome individuals simply do not have
sufficient discretionary income to invest in IRAs and thus
benefit from the tax advantages or the retirement income.

The U. S. House of Representatives Select Committee
on Aging, in a 1981 special report, acknowledged the

seriousness of the problem,. According to this report,
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current retirement policies force a continued decline 1in
workforce participation by older persons. The result of
this action is that longer periods of retirement are now
anticipated under conditions of wunusually sustained
inflation. Early retirement increases financial stress on
individuals and threatens the solvency of Social Security
and pension plans. Moreover, it is not only the elderly
who are placed in this economic vise.

Current workers can no longer 1look forward with
confidence to a full 45 years of potential earnings for
acquiring retirement assets. Some contributing factors
include flexible work schedules, extended education, phased
retirement, reduced work hours, losses in wage
negotiations, and continued high unemployment, all of which
combine to present a dim future for many American workers.
Increased longevity and advances in medical health care
enable a longer period of retirement, while at the same
time, for many, fewer years are available to acquire
retirement assets. Women, who have traditionally had
intermittant workforce participation, or delayed entrance
into the workforce, and Black males under 25, with an
unemployment rate of forty-five percent are the most
affected by reductions in the number of years available to
store up financial resources for retirement. The average
worker today may enter their retirement years far less

prepared than their earlier counterparts.
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Individual Perspective

Retirement Satisfaction

Research at the individual level of analysis dealing
with retirement 1issues has been contaminated by several
deficiencies, First, most of the research has dealt with
the ego/social needs, e.g., satisfaction with retirement,
of individuals approaching retirement or already retired.
Secondly, research dealing with preparation for retirement
has been 1limited by focusing on individuals within five
years of retirement. Finally, research which addresses the
psychological effect of economic pressures on the
retirement financial planning of current workers is notably
lacking. The following represent viewpoints from current
literature focusing on individuals and the retirement
process.

Retirement satisfaction has received considerable
attention (Barfield and Morgan 1976, 1978; Ederdt, Rose,
Bossee and Costa 1976; Kimmel, Price and Walker 1978).
Barfield and Morgan (1978), when surveying auto workers,
discovered a "U" shaped relationship between self-reported
retirement satisfaction and post-retirement income level.
They concluded individuals in lower income categories might
be 1less 1likely to express dissatisfaction with their
retirement experience since disproportionally they
represented those persons who escaped from relatively
unrewarding workforce experience, and thus found

retirement, at whatever income, no worse than, and quite
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likely more satisfying than, their working years. These
findings suggest the transition from working poor to
retired poor may not be as traumatic for the minorities
which have traditionally been over-represented at the lower
earnings levels (Select Committee on Aging, 1980). At the
other end of the curve, workers with high post-retirement
incomes showed great satisfaction with retirement, as could
be expected. Difficulties were discovered most often by
those in the middle income ©bracket who showed lower
satisfaction with retirement as an accompaniment of a
relative decline in quality of life. Apparently, for these
individuals there is 1less replacement of their pre-
retirement income and they are more susceptible to changes
in inflation.

According to Glasmer (1981), these findings generally
confirm previous surveys conducted by the University of
Michigan Survey Research Center and the 1971 Cornell Study
of Occupational Retirement. In all cases, retirement
satisfaction was highly related to the financial resources
available to the individual. Ederdt et al. (1976) observed
that attitudes about the appropriate timing of retirement
changed as workers grew older. Older workers tended to
want to delay retirement more than younger ones. While
some of this wvariance was explained as reluctance to leave
the "work environment," considerable variance was
attributed to confronting more immediately the prospect of

not being financially prepared for retirement. Barfield
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and Morgan (1978) confirm this finding by «citing the
uncomfortably high inflation rates which affected the
outlook of potential retirees. Glasmer (1976) obtained
similar results. His survey of retired persons indicated
that money was the major item missed, and when people had
been assured of adequate income they retired earlier than a
mandatory age.

Psychological Issues

Foley (1972) suggests the psychological crisis for
those approaching retirement is the awareness of a change
in life-style which retirement portends. While that study
did not address the issue of potential changes in economic
well-being, the implications are clear. As Glasmer (1976)
points out, it 1is quite possible that what has Dbeen
characterized as fear of retirement, resistance to
retirement, and negative attitudes toward retirement may
very well be a realistic fear of impending poverty.

In addition to the effects of environmental stress,
there is evidence people approaching retirement experience
an 1impending loss of internal locus of control over their

future well-being., Neugarten and her associates (1964)

describe the period from 40 to 70 as being marked by a
shift in a perception of the environment from one that
rewards boldness and risk taking to one that is complex and
dangerous. This feeling was investigated by Perlmutter and
Monty (1977) with the conclusion that a lack of control

over the immediate environment led to feelings of
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helplessness and impaired functioning. They suggested that
a person might work harder to gain control of a situation
if the opportunity to do so is thought to be present in the
environment, A similar view was expressed by Stotland and
Blumenthal (1964) who suggested that people who feel 1in
control are less anxious tkar thcce whe do not have this
belief. However, Rotter (1966) has pointed out that there
are considerable individual differences in the perception
of control, and this may subsequently influence the
individual's motivation to gain control.

The result of environmental stress and the loss of an
internal locus of control may be "psychological strain."”
This view 1is supported by Stagner (1981) who <classifies

" while the

pressures from the environment as 'stressors,
affective, physiological and cognitive changes induced in
the individual are termed “"strain." In his model the
degree of strain 1is moderated by the individual's
perception of the stressor.

Coping 1is <conceptualized as any voluntary activity
directed against the external stress which protects the
individual from its effects. For example, if one is
psychologically strained by the environmental stress of
inadequate financial planning for retirement, coping may
involve efforts to participate in a pension plan, acquire a
savings account, purchase an IRA, or invest in real estate,
stocks, or bonds. A1l of these coping mechanisms must be

put 1in place relatively -early if they are to "make a
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difference"; compounding and reinvesting of resources are
essentially meaningless "at the 1last minute" before
departing the workforce,

According to Stagner (1981), the presence of strain, a
lack of internal locus of control and the development of
coping mechanisms can be measured. Reported experiences
such as felt tension, anxiety, and the inability to make
decisions have been used to measure strain. Hostility
attributed to a lack of opportunity and feelings of being
overwhelmed by the environment have been used to measure a
loss of internal locus of control. Coping mechanisms have
been measured by the diversity and extent of individual
behaviors directed toward lessening the effect of
environmental stress. Since both strain and coping
mechanisms can be measured, what is needed are measurements
of environmental stress in order to <construct a model
relating the effects of environmental stress to
psychological strain and subsequent retirement financial
planning behaviors.

Murray (1938) developed the concept of environmental
stress. According to this theory, the environment contains
both positive opportunity and negative consequences for the
individual. The effect of these opposing forces upon the
individual is termed "environmental press." While this
concept has never been specifically applied to the
financial planning process for retirement, 1its  utility

should be apparent. There are environmental stressors
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which press the worker toward retirement, while at the same
time, there 1is an opposing reluctance to dissolve ties to
the benefits of employment.

The Model

Figure 1 offers a schematic representation of the
relationship of environmental stress and psychological
strain with retirement £financial planning activities,
willingness to <continue working to acquire retirement
assets, and attribution of responsibility for retirement
welfare, According to this model, 1individuals experience
environmental stress and form cognitions based wupon that
experience. These experiences and cognitions increase or
decrease psychological strain and result in coping
mechanisms which are measured 1in retirement financial
planning activities, a stated willingness to continue
working to acquire sufficient financial assets for
retirement, and assignment of responsibility for subsequent
retirement financial welfare. Table 1 is an
operationalization of this ©basic model showing the
demographics used as exogenous variables to measure beliefs
and experiences related to the endogenous variables of
environmental stress, psychological strain and retirement
financial planning activities, willingness to continue
working and attribution of responsibility. Detailed
descriptions of these variables are provided in Chapter 2.
Figure 2 1is the basic model showing the hypothesized

structural parameters.
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Figure 1. Relationship of the environment to psychological

strain and outcome measures
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Table 1

Variables in Basic Model

Erogenous Variables

Environmental Stress

Endogenous Variables

Psychological Strain

Attribution of
Responsibility

1. Age
2. Gender
J. Education

4. Annual Gross
Salary

5. Annual Family
Income

6. Ethnic Group

1. Current Financlal
Concerns '

2. Amount of Perceived
Environmental Opportunity

3, Experiment with Retirees

&, Exposure to Financial
Planning

1. Importance of Retirament
Financial Planning

2. Negative Baliels About
the Economic Future

3. Locus of Control

4. Expactations About
Economic Retirament

Financial Planning Willingness to
Behaviors Continue Work
1. Active Planning 1. Currently
Behaviors

2, Past Retirement
2, Passive Planning

Behaviors

3. Delay of Planning
Behaviors

1. Who is
Responsgible ?

2. Value of
Assistance
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Hypothesis Testing

Major Hypotheses

The model shown in Figure 2 will be confirmed by the
data obtained £from full-time workers at Norfolk General
Hospital in Norfolk, Virginia. That is, the model will

accurately reflect the variable relationships in the data.

Direct causative connections will occur between the
exogenous variables and the endogenous variables of
psychological strain. Direct and indirect causative

connections will exist between the exogenous variables and
the endogenous variables of psychological strain and
environmental stress., Individuals who report high
environmental stress will also report increased
psychological strain and will be more active in their
financial planning for retirement than those individuals
who report low environmental stress and subsequent low
psychological strain.
Secondary Hypotheses

Individuals who report increased environmental stress
and subsequent psychological strain, but who lack
sufficient dincome to prepare financially for retirement,
will report a greater willingness to work to acquire
financial resources, or will report a greater reliance upon
assistance from others. They will report fewer
environmental opportunities and more interest in workshops
on the non-financial aspects of retirement. Older

individuals with lower incomes will show greater
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environmental stress and increased psychological strain
since they have fewer years remaining in which » to
financially plan for retirement. Minorities, despite often
disproportionately representing those with lower incomes
and shorter employment histories, will not report increased
environmental stress and psychological strain, since the
transition from working poor to retired poor may not be
seen as traumatic. Finally, women entering the workforce
will ©be as concerned as their male counterparts about
financial preparations for retirement.

Contribution Expected to Research on Retirement

There are several deficiencies in current research
which are addressed in this dissertation. First, there is
a notable lack of research, wusing current workers, which
addresses the relationship between environmental stress,
psychological strain and retirement financial planning.
Secondly, group differences which may moderate this
relationship have not been addressed. Third, while the
concept of environmental stress has received some attention
in the 1literature, 1its application has largely been 1in
terms of defining psychological and/or sociological
stressors; their relationship to specific behavior output
is often 1lacking. Finally, the relationship between
psychological strain and specific retirement planning
activities has not been established. These deficiencies
are specifically addressed in this research.

Research on work and retirement has been constricted
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by the prevalence of three approaches. First, research
regarding why people work has focused primarily on the
ego/social needs satisfied by work. Secondly, research on
retirement has also tended to focus on the ego/social needs
of the retiree. Finally, research on retirement planning
has focused on those workers within five to ten years of
retirement. These approaches obscure the relationship
between environmental stress, psychological strain and the
need to continue working in order to provide adequate
financial assets for retirement. Given the complexity of
the economic world in which we live, it appears reasonable
that those who are stressed by the environment will exhibit
a greater willingness to continue working to acquire
financial assets for retirement or increase their
participation in retirement planning activities. These
same individuals are likely to feel more inadequate 1in
being able to acquire sufficient financial assets for their

retirement and place demands upon others for assistance.
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CHAPTER 2
Methods

The Test Site and Sampling Procedures

Norfolk General Hospital is a 1large, metropolitan,
full-service hospital with a full-time staff of
approximately 1665, This staff size fluctuates f 10%Z each
month because the hospital serves as a training site for
Eastern Virginia Medical School and several nursing
schools. Norfolk General is a subsidiary of Alliance
Health Service Corporation, which also manages one other
hospital in the Tidewater area.

Eighty-three percent of the full-time employees at
Norfolk General Hospital are female. The average age of
full-time workers is 36. Their average tenure with Norfolk
General Hospital is 7.7 years.

The current pension plan went into effect June 1,
1975. It is a non-contributory pension plan and all full-
time workers are coverd. Presently, thirty-eight percent
of the workers are vested at the minimum 10 year mark.
Retirement occurs on the first day of the month on or
following the 65th birthday. Benefits are computed using
the average monthly compensation based upon the five
highest years of service. This figure is multiplied by two
percent for each year of service for the first twenty
years. An additional one percent per year is added for
service between 20 and 30 years. This total 1is then

reduced by two and one-half percent of the Social Security
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entitlement multiplied by the years of service up to 20
years. As an example, a current worker retiring after 30
years service, with an average monthly compensation of
$800.00, would receive a pension benefit of $193.40, plus
Social Security entitlements of $413.00 per month for a
monthly retirement income of $606.40. Employees may retire
at age 55, but may only receive 507 of their pension
benefits. Finally, pension Dbenefits are only guaranteed
for 10 years following retirement. After that period,
benefits may continue at the discretion of the pension plan
administrator.

Employees at Norfolk General are categorized into
seven occupational groups: service/maintenance, clerical,
professional/technical, exempt non-supervisory, non-exempt
supervisory, exempt supervisory, department heads and
administrative staff. The terms "exempt" and "non-exempt”
refer to whether or not the person is paid additional pay
for overtime.

For purposes of analysis, to ensure that there were
sufficient numbers of participants within each sampling
groups, it was necessary to combine members of categories
on some dimensions. The dimensions involved were
similarity of pay and/or responsibilities. The seven
occupational groups of employees were divided into five
groups, labelled I, II, III, IV, and V. Group I (n=43)
consisted of administrative staff (n=9) and department

heads (n=34). Group II (n=311) consisted of exempt
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supervisors (n=112), exempt non-supervisors (n=90) and non-
exempt supervisors (n=109). Group III (n=792) consisted of
professional/technical personnel, Group Iv (n=213)
consisted of clerical personnel. Group V (n=302) consisted
of service/maintenance personnel.

A computer print-out provided by the hospital gave the
employment status, sex, income, home address and phone
number of all employees in alphabetical order within each
of the original seven occupational categories, A
stratified, random-sampling procedure (Kish, 1963, p.118)
was used to select full-time employees as subjects from
each occupational group for the pilot-test (N=50).
Individuals wused in the pilot-test were not used again in
the study sample.

The pilot-test questionnaire was mailed to the home
address of selected employees., A cover letter explaining
the purpose of the survey was included. Previous to this,
the Department of Human Resources at Norfolk General
Hospital presented the study plan to a meeting of all
department heads and requested they encourage employee
participation. Ten days after mailing the pilot-test
questionnaire each employee in the pilot-test was called at
home and asked if they had returned their survey. 0f the
fifty employees in the pilot-test, the phone calls found
only two individuals who refused to participate. Within 20
days of initial mailing, a total of 29 surveys had been

received. These were subsequently analyzed as pilot-test
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data.

To determine the samplea size for the study -each
occupational group was weighted by dividing the number of
full-time employees in that group (less those used in the
pilot test) by the total number of full-time hospital
employees, It was originally intended to sample with t 5%
predictive precision (Yamane 1967, p. 192). This requires
a sample size of 300 given a population of 1661, Given the
return rate from the pilot test, it became obvious that it
would cost too much money to send out the number of
questionnaires needed to achieve this sample size, and that
the required time to follow-up that mailing would be
prohibitive. Therefore, the hospital decided to use t 7%
predictive precision, which required only 94 surveys for
analyses. The stratum weights were then multiplied by
recommended sample size of 94 and rounded upward to the
nearest whole number to determine the portion of each
stratum needed for the study sample. For example, there
are 303 personnel in Category II, which yielded .19 as the
stratum weight, which was then multiplied by the sample
size (94). The product (18) was the number of individuals
in the population stratum to be included in the sample.
The results of this procedure are shown in Table 2.

To ensure these minimum sample requirements were met,
it was decided to mail out four times more surveys than

were needed to meet the required return rate for each

stratum. To obtain the names of those in each stratum who
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Table 2

Study Sampling Procedure

Avail-
Occupa- Avail- able for
tional able Used in Study Sent
Group Staff Pilot Sample Weight Out Returned
Admin,
Staff/ 43 5 38 .02 9 9
Dept.
Head
Exempt
Super/
Non-Ex. 311 8 303 .19 72 25
Super/
Ex. Non
Super
Prof/
Tech 792 23 769 .48 167 51
Cler 213 7 206 .13 48 18
Serv/
Main 302 7 295 .18 68 26
Totals 1661 50 1611 100 364 129
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were to be mailed study survey questionnaires, the minimum
required number was multiplied by four and a random number,
5, was generated by the computer, Excluding those who
participated 1in the pilot-test, every £fifth name was
identified, starting with the first name on the available
employees 1listing for each stratum, until 364 names were
selected. Questionnaires were then mailed to these
employees. (See Appendix A for a copy of the
questionnaire.)

Prior to administering the questionnaire to the study
sample, several changes were made in the survey instrument
used in the pilot-test. These changes were necessary for
several reasons. First, psychometric analyses of the pilot
test data revealed several items could be deleted from
scales, thus shortening several scales. These deletions
also increased the alpha of the scales involved. Second,

. the printing format was changed to improve readability and
reduce the length of the questionnaire. Third, the wording
on some of the questions underwent minor changes to improve
comprehension.

The survey package, which included an introductory
letter from the Director of Human Resources at Norfolk
General Hospital, the survey questionnaire and a postage-
paid pre-addressed return envelope was sent to a total of
364 full-time employees.

Initial returns were poor. After two weeks, a follow-
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up letter was sent out to the study sample. In addition,
one-third were randomly selected to receive a phone inquiry
asking if they had returned their questionnaire.
Following two more weeks a total of 134 surveys were
returned, of which 129 surveys were usable.

Instruments

Items were written for each scale with the exception
of the Internal Locus of Control scale which included items
from the Rotter (1966) Locus of Control Scale and those
developed by Nowicki and Strickland (1973).

All items were responded to on a five-point,
agreement-type scale utilizing response anchors particular
to each instrument. Approximately 307 of the items were
negatively worded in order to counteract response bias and
were reverse coded prior to analysis. Higher scale scores
indicate greater amounts of each variable (e.g., "5"

"1" indicates lower

indicates higher economic stress;
psychological strain.)

Exogenous Variables

Measures of individual differences were collected as
exogenous variables for analyses. Measures of individual
differences are perceived as important for identifying
groups or individuals in need of retirement financial
planning interventions within Norfolk General Hospital. Six
individual differences were measured:

1. Age.

2. Gender.
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3. Educational Attainment.
4, Ethnic Group.
5. Annual Gross Salary.

6. Annual Family Income,

Individual differences were measured with an
appropriately anchored scale, or a fill-in-the-blank item.

Endogenous Variables

Five dimensions of environmental stress were used as
endogenous variables.

Environmental Economic Stress. The world in which we live

portends economic stress for the individual as well as
provides a source of economic opportunity which can be
exploited when financially planning for one's retirement.
Four dimensions of economic stress were measured:

1. Current Financial Concerns measures the stated
concern individuals express about the adequacy of
their current ability to buy the things they need
on a regular basis as well as their concern about
the cost-of-living. The adequacy of one's income
to meet day-to-day demands are more potent
measures of behavior modifiers than actual macro-
economic measures since they are more personal.
(See Appendix A, items 36, 40, 42 and 46.)

2. Perceived Environmental Economic Opportunity
measures perceptions of the environmental economic
opportunity available to acquire sufficient income
to meet one's needs, or to invest one's savings
through various options, as influences on one's
behavior. (See Appendix A, items 38,41,44.)

3. Awareness of the Financial Condition of Retirees
includes vicarious experiences such as watching
television or reading which enhance our
understanding and influence our retirement
financial planning behaviors as well as our
personal experiences based upon actual contact
with retired persons. (See Appendix A, items 11,
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15, 18, 22, 26, 28, 33 and 24.)

5. Savings Behaviors are the financial planning
behaviors of our parents, or our own experiences
with financial planning which influence our more
specific financial planning for retirement. (See
Appendix A, items 68 and 79.)

The dimensions of environmental stress were measured
on five-point agreement-type scales. Various response
formats were employed (e.ge, agreement, importance,
likelihood, extent) to reduce response bias.

Four dimensions of psychological strain were used as
endogenous variables.

Psychological Strain. Psychological strain is the result

of 1increased environmental stress and is an intervening
variable when measuring coping behaviors. Four dimensions
of psychological strain were measured:

1. Expectations About Economic Retirement are the

expectations about economic retirement which
reflect the degree of psychological strain.
Positive expectations indicate little

psychological strain. (See Appendix A, items 12,
17, 23 and 29.)

2. Importance of Retirement Financial Planning
reflects the importance we attach to retirement
financial ©planning which reflects our level of
psychological strain. The higher the importance
the more evident increased psychological strain
becomes. (See Appendix A, items 56, 61, 64.)

3. Negative Beliefs About the Economic Future are the
beliefs we hold about economic conditions in the
future which evidence our level of psychological
strain. (See Appendix A, items 47 and 50.)

4. Internmal Locus of Control is the amount of
internal control we feel we can exert over our own
retirement financial future. (See Appendix A,
items 1, 2, 4, 8 and 9.)

7Iieproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Page 38
Three dimensions o0f Coping Behavior were used as
endogenous variables.

Retirement Financial Planning Activities. These activities

range from intention to plan through passive plamnning to
active planning. Each succeeding 1level requires more
behavioral action on the part of the individual; that is,
movement from a cognitive level of merely thinking about
performing an action at some later date to actual specific
behaviors in which the individual regularly engages, such
as regular participation in a savings plan specifically
established for accruing financial resources for
retirement. The scales measuring Retirement Financial

Planning Activities are:

1. Active Planning  Activities are specific,
purposeful behaviors directed toward acquiring
financial resources for retirement including the
acquisition of property, making investments,

participating in a savings plan, buying an IRA, or
going to finmancial workshops to learn how to save

for retirement. (See Appendix A, items 53 and
54.)

2. Passive Planning Activities are cognitive
behaviors directed toward acquiring information
about financial planning for retirement

accompanied by minimum behavioral outcomes such as
watching a television program or reading articles
about financial planning for retirement. (See
Appendix A, items 66, 72, 76 and 78.)

3. Delayed Planning is a deferral, cognitively or
behaviorally, of financial planning for retirement
with a stated purpose of becoming more actively
involved at a later date. (See Appendix A, items
52, 62, 70, 74 and 75.)

Willingness to Continue Working. Willingness to continue

working in order t