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EXPLORING BEHAVIORAL BARRIERS

AND INTERVENTIONS

IN RETIREMENT SAVINGS: FINDINGS

FROM ONLINE FOCUS GROUPS
AMONG UNIVERSITY STUDENTS

Abstract

In a number of countries around the world, population ageing raises concerns about
the sustainability of pension systems. A younger generation has conventionally been
least likely to save for retirement even if there is a need to take individual responsibil-
ity and start saving for their retirement as soon as possible. In this context, the aim
of the paper is to identify behavioral barriers and interventions towards retirement
savings ceiling to this part of the productive population. For this purpose, three online
focus groups were deployed among 16 university students aged 23-24 years. Using the
coding process, common categories, related codes and frequencies of responses were
determined from the transcribed material. The results pointed at two crucial barriers
related to retirement savings: behavioral (present bias, status quo bias, loss aversion,
limited attention) and institutional (education, pension policy and trustworthiness of
the state institutions). Additionally, three main categories of behavioral interventions
were detected to overcome these barriers: simplification of decision-making (easy cal-
culation of pension, default options), use of salience effects (information campaigns,
visualization tools, personalized content) and minimizing feelings of loss (framing of
messages, financial incentives, products with different types of liquidity). Based on
findings, recommendations were formulated for three groups of stakeholders: govern-
ment, industry (financial providers and pension funds) and employers. The results
bring valuable insights to relevant stakeholders regarding behaviors and attitudes of
the young generation on retirement savings issues.

Keywords retirement planning, behavioral interventions, public

policy, pensions, young generation, Czech Republic

JEL Classification G23,]26,]32

INTRODUCTION

The issue of retirement savings is one of the most discussed econom-
ic challenges today (World Economic Forum, 2017). It could be ex-
pected that it is rational to save money for retirement to sustain the
same quality of life. However, people often act irrationally, and retire-
ment savings are no exception (Boisclair et al., 2017; Benartzi & Thaler,
2007). Therefore, some countries applied specific behavioral tools to
increase saving for retirement, for example auto-enrolment in the UK
pension plans (Team B.I., 2014), or in the US Save More Tomorrow
plan (Thaler & Benartzi, 2004).

In the Czech Republic, there is a gap in the use of behavioral econom-
ics in the area of pensions among public authorities (including the
Commission for Fair Pensions), and there are no behavioral units in its
government organization structure such as The Behavioural Insights
Team (UK). However, the Czech Commission for Fair Pensions (2019)
points out that there is a need to look for innovative approaches and
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emphasized that it is more than desirable to better understand young people’s pension behavior and
their opinions on how to foster the attractiveness of public pension funds. The authors react to the
above-mentioned findings with the presented empirical study. Since there is no consensus on the precise
age bands (e.g., Dimock, 2019), the young generation was defined as the ones that are just about to start
their working career (approximately aged between 18-24).

The rationale to study the young generation and their attitudes and opinions towards retirement sav-
ings is fourfold. First, it is in the interest of the policymakers to enroll more young people into pension
funds. Second, the younger generation is supposed to contribute to pensions the longest and is statis-
tically and traditionally known for their low interest in retirement savings. Third, the area of younger
generation’s behaviors towards pensions is still under-researched and requires more empirical research
(Foster, 2017). Last, to the authors” knowledge, only a few studies (Foster, 2017; Robertson-Rose, 2020)
applied a qualitative approach to explore young generations’ views in this context. Furthermore, Foster
et al. (2016) interviewed women aged between 25 and 39 and, but a lower age band was not included
in their research sample. Hence, the qualitative research was chosen to develop “a much richer under-
standing of processes, motivations, beliefs and attitudes than can be gained from quantitative research”
(Rowlingson, 2002, p. 632) and focus on university students under the age of 25.

The main research question of the study was stated as: How to motivate citizens to start saving for retire-
ment as early as possible? Specifically, the paper aims to deeply explore behavioral barriers that might
influence the propensity to save for retirement together with ways (designed interventions) of increasing
savings amounts. The paper is structured as follows: The first section introduces Czech pension system
and the terms relevant to the research focus concerning barriers in retirement savings and possible be-
havioral interventions. The second section describes used methods (details about focus group and its
participants); the third and fourth sections focus on the results and discussion. Finally, the conclusions
are drawn.

1. LITERATURE REVIEW

and 3rd pillar (Holzman et al., 2008). The 1st one
is a pay-as-you-go (PAYG) system, which means

First, the situation about the pension system in
the Czech Republic is explained concerning the
aging of the population, the financial instability of
the system and the need for involvement of more
young people in retirement savings. Afterwards,
possible barriers to retirement savings and related
behavioral interventions are outlined. This step is
necessary for the definition of categories and com-
mon codes that are used in the analysis of the re-
sults based on the discussion in the focus groups
in the following section.

1.1. Pension system in the Czech
Republic

At the end of the 20th century, the phenomenon
of aging of the population became more common
in Europe (Mullan, 2000), including the Czech
Republic (Bijak et al., 2007) In the Czech Republic,
the pension system consists of two pillars. Using
the classification of the World Bank, it has the 1st

http://dx.doi.org/10.21511/imfi.19(2).2022.13

that the present generation pays pensions to cur-
rent pensioners based on intergenerational sol-
idarity. In the Czech Republic, the old-age-de-
pendency ratio, defined as the ratio between the
number of persons aged 65 years and more over
the number of working-age persons (15-64 years),
should be almost 50% in 2050 (Commission for
Fair Pensions, 2019).

Currently, most of Czech pensioners rely on fi-
nancial resources from the 1st pillar. However, the
net pension replacement rate, the share of pen-
sion from the 1st pillar over net income before
pension, is around 60%, which is slightly below
average of the EU28 (OECD, 2019). The 3rd pillar
is voluntary and since 2013 is named the comple-
mentary pension savings. A lot of Czech citizens
participate in the 3rd pillar - the participation
rate of the 40-60 years-old is 60% and of the 30-
40 years old is around 50% (Commission for Fair
Pensions, 2019), in total 4.4 million participants
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in 2020. However, their savings are rather low to
be a complementary stable financial source to the
sources from the 1st pillar — the monthly contri-
bution made by a participant of complementary
pension savings is 812 CZK (32 euro) on average in
2020. Additionally, most of the participants prefer
to withdraw the whole saved amount at the begin-
ning of retirement.

The Commission for Fair Pensions sees potential
for improvement in motivating the group of 20-
30 years old young people due to their under-rep-
resentativeness (Commission for Fair Pensions,
2019). The survey of a pension company operat-
ing in the Czech Republic shows that around 30
percent of the people at this age are worried how
they can meet their basic needs with an average
pension after retirement, but savings for pensions
do not belong to the priorities in their lives (CSOB
Penzijni spole¢nost, 2020).

1.2. Barriers in retirement savings

The empirical studies widely indicated strong cor-
relation between retirement savings and demo-
graphic factors such as age (Adams & Rau, 2011),
gender (Fisher, 2010) or education (Lusardi &
Mitchell, 2017). Even though demographic factors
influence the level of retirement savings in society,
the recent knowledge in financial literature draws
attention to psychological mechanisms underly-
ing planning and saving behavior (Tomar et al.,
2021). Moreover, other scholars point to the im-
portance of other barriers such as financial litera-
cy (Boisclair et al., 2017; Hauff et al., 2020; Lusardi
& Mitchell, 2011) or the level of trust in the state,
including pension funds (Ricci & Caratelli, 2017).

This study focuses on psychological and behavio-
ral determinants as one that could be targeted by
relevant stakeholders (including policymakers and
pension funds) to increase propensity for retire-
ment savings among the young generation bearing
in mind that the studies concerning young peo-
ple and their behaviors in retirement savings are
rather limited so far (Foster, 2017; Robertson-Rose,
2020; Zandi et al., 2021).

Neoclassical economic theories are based on the

assumption that individuals make their decisions
rationally as “homo economicus” - the robot
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programmed to optimize needs through a utility
function (Ariely et al., 2017). However, people very
often make systematic errors in evaluating this
probability, thus refuting the assumption of the
theory of purely rational individuals (Ariely et al.,
2017). According to Benartzi and Thaler (2007),
the three cognitive biases are crucial in this regard
— status quo bias, loss aversion, present bias. One
of the basic laws of human decision-making is the
preference of the so-called status quo in the sense
of doing nothing or maintaining one’s current
or previous decision (Samuelson & Zeckhauser,
1988). Benartzi and Thaler (2007) add that start-
ing to save for retirement demands active steps to
make a change, so the people rather tend to pro-
crastinate or not to make any decision at all in this
regard.

As for loss aversion, it represents an increased sen-
sitivity to loss than to equivalent gain (Kahneman
& Tversky, 1979). Therefore, people tend to stick to
the default choices and avoid potential losses from
a new decision. Savings for retirement presents a
form of money loss that could be spent otherwise
(Kane, 2014). The importance of loss aversion in
decision making by a concrete person is based on
his risk perception. A risk averse person wants to
avoid the loss even in the short term and prefers
lower returns with less risks in retirement savings
(bonds, savings accounts) rather than higher re-
turns with unknown risks (shares). Therefore, it
might be a better strategy for risk averse people
to not monitor all fluctuations but to check the
development on the market, for example, once a
year to avoid a hasty decision (Ariely et al., 2017).
Cappelletti et al. (2014) investigated the influence
of age on the choice of portfolio in retirement sav-
ings and confirmed the decline in holding of risk
assets with a higher age, but it was more intensive
at the end of the working career. However, 30% of
the examined sample was out of this pattern and
preferred status quo.

Finally, the present bias (or myopia) reflects the
difficulty for an individual to act now in the inter-
est of the future (McConnell, 2013) when there is
a need to make intertemporal choice. Thus, peo-
ple overvalue benefits received today, which re-
sults in preventing saving for the future (Thaler
& Benartzi, 2004). Similarly, O’'Donoghue and
Rabin (1999) describe the tendency to procrasti-
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Investment Management and Financial Innovations, Volume 19, Issue 2, 2022

nate when costs are immediate. This behavior is
in line with the hyperbolic discounting function
introduced by Loewenstein and Prelec (1992) ex-
plaining that the interval that starts now seems to
be longer than an equivalently sized interval be-
tween two future dates.

1.3. Behavioral interventions towards
retirement savings

According to the available empirical evidence,
there are various behavioral interventions try-
ing to address mentioned biases and barriers that
could be applied in the retirement savings area.
This includes besides other a default option or au-
to enrolling employees into the pension system
(Madrian & Shea 2001). Given the strength of in-
ertia and the human tendency to procrastinate,
the status quo most often occurs, which makes the
default intervention very effective to change the
behavior (Madrian & Shea, 2001). The classic ex-
ample of the default option comes from the United
Kingdom where it was successfully tested in large
companies (Team, 2014). In 2014, employees were
automatically included in the pension savings
scheme with the opportunity to exit the system at
any time very easily. The results after the first 6
months indicated the strength of the default, since
the number of savings employees increased from
61% to 83%. As Madrian (2012) concludes, auto
enrolment has the greatest impact in groups with
the lowest savings rates initially (e.g., younger gen-
eration or people with lower-income). Auto enrol-
ment is used also in the US Save More Tomorrow
program proposed (Benartzi & Thaler, 2007) or in
Polish Employee Capital Plans.

Additionally, for the low willpower, the pre-com-
mitment or commitment devices (it helps to fix be-
havior that people do not want to do, even though
it is in their best interests) might increase the pro-
pensity to save. The field experiment by Ashraf et
al. (2006) indicated increased demand for com-
mitment products among bank clients even if it
means that they could withdraw their savings on-
ly after reaching an individually chosen goal date
or an individually chosen goal amount. In addi-
tion, sometimes it is not easy to get by the num-
ber of choices that are connected to the pension
funds. This factor could also prevent us from sav-
ing and staying in the status quo. Similarly, the

http://dx.doi.org/10.21511/imfi.19(2).2022.13

commitment is used in the Save More Tomorrow
Program in the United States. People commit now
to saving more in the future when their pay raises.
Furthermore, it reflects the hyperbolic discount-
ing/present bias because it is easier to make a com-
mitment in the future. The increase in saving after
pay raise enables to minimize the impact of loss
aversion because a participant does not have less
money after deduction (Thaler & Sunstein, 2009).
Thus, some researchers (Iyengar & Kamenica,
2010) recommended simplifying decision-mak-
ing as a fundamental tool that also reduces mental
transaction cost.

Furthermore, the intervention using framing of
messages could change behaviors towards retire-
ment savings, depending on the form and context
in which a particular decision-making situation or
information is presented (Tversky & Kahneman,
1985). The most common theoretical rationale for
the framing discusses the effect of positive gain
versus negative loss associated with the decision.
The prospect theory by Kahneman and Tversky
(1979) explains that people are suitable subjects to
framing because they tend to avoid losses. In re-
tirement savings, this is well experimentally docu-
mented by Brown et al. (2016) who indicated that
the individuals prefer to delay claiming retirement
benefits when the benefits are framed as a gain in-
stead of a loss. Moreover, the feeling of loss could
be tackled by some kind of small rewards given in
the present (Thaler & Benartzi, 2004), financial in-
centives (including benefits related to the amount
of taxes) and also the way how they are framed
(Saez, 2009) or providing a combination of assets
with different types of liquidity.

Lastly, the limited attention might be subject of in-
tervention using salience effects. Current evidence
suggests (Dolls et al., 2018; Foster, 2017; Marques
et al.,, 2018), making retirement savings more sa-
lient to individuals increases their propensity to
save. Specifically, the study by Dolls et al. (2018)
indicated that changes in behavior in terms of re-
tirement savings can be nudged by information
letters that provided them with information about
their own future pensions. Smyrnis et al. (2019)
emphasize using personalized projections related
to the future retirement pay-outs, which works as
an emotion trigger. Additionally, Marques et al.
(2018) studied whether increasing the salience of
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ageing can promote young adults’ interest in sav-
ing for retirement. In this regard, Foster (2017) al-
so points out that the important factor in salience
is placement of information. To conclude, Foster
(2017) claims that salience of key information is
more effective if individuals have the intermediate
levels of financial literacy. Thus, carrying out ini-
tiatives to improve financial literacy together with
interventions aimed at changing behaviors in re-
tirement savings among the young generation are
recommended (Foster, 2017). People with more in-
formation about possibilities to maintain financial
security in old age save more and trust themselves
in this area (Blanco et al., 2020).

In this regard, the purpose of the study was to
identify barriers that might influence the propen-
sity to save for retirement and design behavioral
interventions to foster current saving amounts
among young generation.

2. METHOD

In this study, the qualitative research approach was
applied in order to gain in-depth understanding of
behavioral barriers and interventions towards retire-
ment savings among the young generation. To an-
swer the defined research goal, a focus group meth-
od was deployed as a common research method if
you seek to discuss perceptions, ideas, opinions, and
thoughts on a given topic (Krueger & Casey, 2015).
Using focus group methods to explore attitudes and
behaviors towards retirement savings or planning
was also detected in other studies (e.g., Foster &
Heneghan, 2017).

The choice of the numbers of participants in all fo-
cus groups are consistent with the norm being equal
from four to eight persons (Smith, 2015). In this case,
a rather lower number of participants was chosen
while maintaining sufficient diversity in each of the
groups to create a safe environment Furthermore,
online platform settings were used to make partici-

pants feel safe to share information and to foster the
interactions. Three focus groups were organized that
are seen as an adequate number of sessions to reach
data saturation (Morgan, 1999). The participants
were university students from a regional Czech uni-
versity focused on economics and business. A total
of 16 students (6 males, 10 females) were recruited
and took part across three focus groups. The basic
characteristics of participants involved in each of
the focus groups are mentioned in Table 1. The first
group was with more women than men, the second
one with slightly more women and the last one was
with more men. This distribution enables mitigating
the influence of gender or detecting its potential im-
pact in a partial group.

All online focus groups had the same course. Firstly,
each of the session started with the short presenta-
tion by a moderator covering the following thematic
areas: the pension system in the Czech Republic and
its future; the goal and the statistics of the 3rd pil-
lar of the pension system in the Czech Republic. The
length of introduction performed by the moderator
was 20 minutes on average. Secondly, the discussion
was initiated with the two following questions:

« How to explain future risks of potentially low
pensions to citizens?

« How to motivate citizens to save enough for
retirement?

The aim of the discussion was to identify behav-
ioral barriers to saving for pensions and possible
behavioral incentives based on the objective of the
study. The discussion took 40 minutes on aver-
age. After the session, the participants were asked
two additional questions 1) whether they already
save for pensions, and 2) what their working status
is (regular full or part-time job or working only
exceptionally).

The focus group sessions were digitally recorded,
then transcribed and subsequently analyzed. In

Table 1. Characteristics of participants in each focus group

Number of the Gender Age average Saving for pensions Part-time job
session M — male, F —female (% of participants) (% of participants)
Focus group 1 1M, 6F 23.14 0 57
Focus group 2 2M3F 236 .60 B T
Focus group 3 3M, 1F 235 100 50

158

http://dx.doi.org/10.21511/imfi.19(2).2022.13



Investment Management and Financial Innovations, Volume 19, Issue 2, 2022

data analysis, key themes were identified using the
coding process presented by Strauss and Corbin
(1997). Initial coding was made using literature
sources relevant to the field of study (e.g., Foster,
2017; Madrian, 2012; Benartzi & Thaler, 2007;
Thaler & Benartzi, 2004). In terms of establishing
reliability, a codebook in MS Excel was developed
to summarize defined codes among categories
and to find how codes relate to each other in the
sense of patterns, which resulted in the creation of
common categories and concepts. To analyze how
categories are connected and to integrate and dis-
play information gathered from the focus groups, a
concept map in the CmapTools Software was devel-
oped. Furthermore, the following procedures were
adopted to increase validity of this study: the find-
ings were coded by involved researchers individual-
ly and then discussed further to achieve consensus
on proposed codes and categories (employing the
strategy of triangulation where multiple individu-
als analyzing the same data); coding and categori-
zation checks were made with a time interval of 14
days of reaching consensus.

3. RESULTS

As the result of the discussion in all focus groups,
two broad categories named as barriers and behav-

Limited attention

‘_a"" are influenced by
Barriers in [—— *
retirement savings \

ioral interventions that might influence the propen-
sity to save for retirement among the young gener-
ation were identified. The summary of findings
gathered via focus groups is displayed on a concep-
tual map (Figure 1). Behavioral interventions as de-
signed solutions are connected to concrete behavio-
ral barriers, which are detailed in Figure 2.

3.1. Barriers in retirement savings

The findings indicated two main categories of bar-
riers (individual behavioral barriers and institu-
tional barriers), which are detailed below.

3.1.1. Individual behavioral barriers

As for behavioral barriers in retirement savings,
this study states four categories such as present and
status quo bias, limited attention and loss aversion
(including risk aversion). According to the respond-
ents, the young generation seems to be immersed in
the here and now (present bias). This is demonstrat-
ed by the following quotes: “For us (younger ones)
who are around 23 years old, the pension is so far
away” (R8) or “A lot of people of our age still don’t
realize that it is an important topic” (R14). R16 con-
cluded with the statement that “The problem is re-
ally approaching, and at the same time it seems to
many of us that it is still a long way off. If I have to

Source: Own processing according to the study results.
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Figure 1. Conceptual map introducing results from online focus groups
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save for something that will be in 40 years, then it is
so strange” ... and continued: “Some of us just live
from month to month and absolutely do not think
about what will happen in many, many years.”

Furthermore, setting aside money for retirement
might make us feel like we are losing them. Thus,
people usually tend to avoid these feelings of losses
that have a considerable impact on the actual savings
as R10 said: “T don’t think a lot of people want to save
for retirement because they save 50 years in advance
and then they can’t touch that money. They send them
somewhere and they don’t see them at all.” The next
behavioral barrier that appeared in the study is re-
lated to the power of procrastination and status quo
bias. Lastly, there are no visible cues to consider sav-
ings for retirement according to the respondents.
This makes young people with limited attention
more prone to ignoring such issues. In this regard,
R9 claimed: “T don't think a lot of young people know
about retirement savings right now. I think that the
mood of young people in this country is not entirely
good. Same goes for the presentation form of pension.
Because they don’t know about these things.”

3.1.2. Institutional barriers

Additionally, the study identified other barriers that
influence the propensity for savings. The issues re-
lated to the educational and pension policy mainly
occurred. Firstly, the appropriate level of financial
education seems to be a prerequisite to even con-

Behavioral barriers in
retirement savings

Category of behavioral
interventions

]

Simplification of

sider savings for retirement. However, this is still
not well reflected by some educational institutions
in the Czech Republic as R9 suggested: “This may
be the problem that perhaps in primary school, peo-
ple who are no longer involved in economics or stud-
ying finance do not have an idea of how the financial
world works in certain respects. I think that every-
one should have some form of financial literacy, they
should acquire it, and it is the Czech Republic that is
far behind in this.” Last but not least, the respondents
raised concerns about the level of trust, for example,
in terms of financial security from the state in retire-
ment period. In this regard, explored quotes (by RS,
R13, R16) pointed to the need to enhance individual
responsibility and to decrease reliance on the state.

3.2. Behavioral interventions towards
retirement savings

Main part of focus groups consisted of discussion
about possible ways related to the motivation tools
in retirement savings. Based on the analysis, three
main categories of behavioral interventions were
identified: simplification of decision-making, use of
salience effects, and minimizing feelings of loss. It
should be noted that proposed interventions can ei-
ther stand alone or be combined to achieve a high-
er impact. The rationale behind this categorization
was to relate proposed interventions more closely to
behavioral barriers that occur in retirement savings.
For this purpose, a framework was developed that
puts these findings together (see Figure 2).

Source: Own processing according to the study results.
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160

http://dx.doi.org/10.21511/imfi.19(2).2022.13



Investment Management and Financial Innovations, Volume 19, Issue 2, 2022

3.2.1. Simplification of decision-making

The first category of proposed interventions that
emerged from the analysis is connected to the
streamlining of the pension system with a par-
ticular emphasis on easy calculation of the pen-
sion. Simplification of decision-making can limit
the information overload in this area. For instance,
R13 stated that “The Ist pillar should be transpar-
ent so that one can calculate the amount of the pen-
sion. Because today the problem is that no one ac-
tually tells you how much you will receive in that
pension in the future.” R9 and R12 got the same
feelings and pointed out that the current pension
system is difficult to understand even for experts
and thus concerned public authorities should try
to simplify it including clarification of the calcula-
tion. Providing this opportunity could be the lev-
erage for starting to save since the people would
see the possible earned income in the retirement
period. Furthermore, other proposed recommen-
dations could be categorized within using default
options (automatic enrolment of individuals into
pension schemes with the choice to opt out). Such
intervention could be more often used by employ-
ers in enterprises as R11 stated: “As for the pension,
it just suits me when the employer sends a contri-
bution for a pension instead of myself. Because
when I don’t see the money, it doesn’t motivate me
so much to either spend it or put it in my account
and not send it to my pension. So, I think that if
the employer would not do it for me, I probably
wouldn’t save either.”

3.2.2. Using salience effects

To overwhelm the possible bottlenecks, including
inattention or even misperception using salience
effects to make retirement savings visible, might be
effective. There are various ways to make it happen.
In the focus groups, the participants emphasized
the use of information campaigns. Interestingly,
participants in the focus group 1 with no savings
for retirement stressed the need for information
campaigns more often than in group 3, including
only participants with some savings for a pension.
The content in these campaigns can particularly
highlight stable living standards during the whole
life, unsustainability of PAYG system (st pillar)
or growing age of pensioners. Considering the
environment where such campaigns should be
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deployed, the three main places were mentioned
such as social media, public places (e.g., waiting
rooms at the doctors, bus stops) and schools.

Moreover, to make retirement savings more attrac-
tive and salient to the younger generation, apply-
ing a personalized approach (direct mailing, pro-
jections of the future) with different visualization
tools (simple pictures/infographics, video spots)
that affects emotions should be considered. As
for personalized content, involvement of financial
institutions is suitable there according to the R16:
“Each of us has a bank account and also often use an
application on the phone for payments. I think that
these banks have a certain approach to being able
to share such information with us (about the impor-
tance of retirement savings), and most importantly
they know how to target a group currently 20-30
years old, for whom it has some meaning right now
that if we start saving now then we will have some
of it.” This information can be further enhanced
by applying loss aversion framing in messages that
is more discussed in the third category.

3.2.3. Minimizing feeling of loss

One of the reasons why people do not save their
money for retirement is because they feel like
they are losing them. Thus, it is important to
break down or at least decrease this feeling. This
could happen in three main ways. First, the way
how messages are framed can work as a trigger
in behavior change. As mentioned earlier, peo-
ple are subject to framing because they tend to
avoid losses. In this sense, it could be shown how
much money will individual lose in retirement
compared to current salary as R1 stated: “For ex-
ample, a future pension is calculated for each per-
son, from what he has paid and shows that he will
receive 10 000 CZK in retirement compared to the
current 30 000 CZK. Then perhaps he would think
that does not look good and consider starting sav-
ing. This could be communicated by letter from
the Social Insurance Agency.” The younger gener-
ation is often not aware about this situation and
thus do not see savings as a priority. However, us-
ing this kind of framing in messages could make
them start thinking about stepping into pension
funds. It is important to show the main benefits
and motivation of why one should start saving
for retirement.
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Second, giving present rewards or other finan-
cial incentives could also be an effective way to
decrease feelings of loss. Currently, there are tax
reliefs and state contributions for those involved
in the voluntary pension fund (3rd pillar). The
participants involved agreed that these incentives
must continue in the future. Even so few other rec-
ommendations were suggested. For instance, this
concerns social insurance relief for the employer
that could be proportionally reduced according to
the amount of contribution in the pension fund for
employees. Furthermore, another financial bonus
from the state might be considered as R10 men-
tioned: “People could be motivated if they have the
opportunity to withdraw the money for anything af-
ter 15 years of savings, and at the same time there
would be a condition that if they did not withdraw
the money (continue in savings), then they would
receive a bonus from the state.”

Third aspect that should be taken into mind are
differences in risk aversion among the population.
This could be more reflected by policymakers that
should try to offer a mix of assets with different
types of liquidity as respondents claimed. Risk
aversion relates to loss aversion because a risk
averse person perceives a higher probability of
future loss. The preference of liquidity to finance
present activities relates to present bias.

4. DISCUSSION

Based on the data gathered from focus groups, it is
clear that the young generation perceive two main
barriers that influence propensity to save for re-
tirement — behavioral (present bias, status quo bias,
loss aversion, limited attention) and institutional
(education and pension policy). As for behavioral
barriers in retirement savings, this study defined
categories that are well described in relevant litera-
ture (see Thaler & Benartzi, 2004; Benartzi & Thaler,
2007; McConnell, 2013; Kane, 2014). Considering
the education concerns included in institutional
barriers, it should be noted that the low level of fi-
nancial knowledge as a barrier is also emphasized
by Lusardi and Mitchell (2011) or Boisclair et al.
(2017). Note that the matter of trust related to the
pension policy and system as one of barriers is also
mentioned by other scholars (Deetlefs et al., 2019;
Foster, 2012; Ricci & Caratelli, 2017).
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Furthermore, the respondents think that the num-
ber of people enrolled into pension funds could be
increased by simplifying decision-making, using
salience effect and minimizing feelings of loss. The
specific recommendations in the first category in-
clude easy calculation of pension and default op-
tions. This evidence should be considered especially
by government entities. For instance, using default
options yields great results in the United Kingdom
(Team, 2014) or United States (Benartzi & Thaler,
2007). According to the other scholars (see Beshears
etal,, 2013; Iyengar & Kamenica, 2010), simplifying
decision-making is seen as a fundamental tool that
also reduces mental transaction cost.

The second category of proposed interventions
concerns salience effects and lists recommenda-
tions related to the importance of information
campaigns, visualization tools, and personalized
content in order to make retirement savings viv-
id. These could be deployed by various relevant
stakeholders (including government, financial
providers and employers). Bearing in mind that
the financial industry can target the clients more
directly according to a client’s history. In this
regard, a personalized approach could also in-
clude projections related to the future retirement
pay-outs of addressed individuals as proposed by
scholars (see Dolls et al., 2018; Smyrnis et al., 2019).
Generally, as documented by other studies (Foster,
2017; Marques et al., 2018), making retirement
savings more salient proved to be an effective way
to foster propensity to save among citizens.

The third and last category of interventions that
emerged in the study is related to minimizing feel-
ings of loss, including loss aversion framing of mes-
sages, financial incentives and products with differ-
ent types of liquidity. According to the current evi-
dence (Thaler & Benartzi, 2004; Saez, 2009), financial
motivation reflected in the present rewards (form of
financial incentives) is strong in persuasion to be en-
rolled into pension funds. As Saez (2009) concludes,
framing of messages combined with financial incen-
tives leads to impressive results when trying to per-
suade people towards retirement savings.

Given the nature of the study (qualitative approach),
the above findings cannot be used for statistical
generalization. However, personal experience of
respondents on studied topics still bring valuable

http://dx.doi.org/10.21511/imfi.19(2).2022.13



Investment Management and Financial Innovations, Volume 19, Issue 2, 2022

insights that lead to deeper understanding than
achieved by classical quantitative tools. In this re-
gard, qualitative studies enable theoretical gener-
alization - developing theories, concepts and key
themes in a given issue. Next, participants in focus
groups were from the same Czech university. The
involvement of participants from other countries
could bring different results since the pension sys-
tem including funds have different attributes to-
gether with motivational approaches across coun-
tries. Even so the results might be inspiring for rel-
evant stakeholders involved in retirement savings
products that operate in countries worldwide.

Regarding possible future directions of research, it
could be seen in three main streams. First, scholars
might deploy similar methods in order to identify

similarities and differences in the concerned region
and its young generation. Second, the further stud-
ies could consider the diversity of respondents, for
example, in terms of their status and educational
background. This could bring different feelings and
attitudes, since demographic factors besides behav-
ioral ones play a significant role in propensity to
save for retirement. Finally, the proposed behavio-
ral interventions might be experimentally tested for
their effectiveness in increasing propensity to save
for retirement among the population. In this regard,
empirical studies proved that the extent of their ef-
fect differs following region and deployed tool.
However, the question that remains unanswered
is which of the interventions applied will have the
greatest impact on behavior change among Czech
young generations.

CONCLUSION

The purpose of the study was to identify barriers that might influence the propensity to save for retire-
ment and design behavioral interventions to foster current saving amounts among young generation.
To explore concerned issues in a deeper way, a qualitative approach was applied involving three focus
groups among university students in the Czech region. By the analysis, the results pointed at specific
behavioral interventions that should be deployed to increase motivation related to retirement savings
among citizens. Their focus should primarily be on simplifying decision-making (easy calculation of
pension, default options), using salience effects (information campaigns, visualization tools, personal-
ized content) and minimizing feelings of loss (framing of messages, financial incentives, products with
different types of liquidity). Last but not least, two main categories of barriers that prevent from saving
for retirement were identified in the study - behavioral (present bias, status quo bias, loss aversion, lim-
ited attention) and institutional (education and pension policy).

The conclusions drawn in the paper help to understand young people’s attitudes and behaviors in the
area of retirement savings. The study extends findings in the concerned field, in particular in develop-
ing a framework that connects behavioral barriers with the design of specific interventions that should
be considered. In addition, the proposed conceptual map gives unique insights from young people’s
views regarding retirement savings topics. Considering implications for the practice, the results could
be used by relevant groups of stakeholders, namely government, industry (financial providers and pen-
sion funds) and employers. Regarding the public area, policymakers can draw from the study in devel-
oping policy programs and activities in the area of retirement savings.
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