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Research Question

What drives retirement savings decisions: actual knowledge or
confidence in knowledge?



Literacy and Financial Decision-Making

financial literacy positively related to retirement saving and
planning (Clark et al, 2006 [4]; Chan & Stevens, 2008 [3]; van
Rooij et al., 2012[8])

retirement planning and precautionary savings mostly driven
by perceived literacy (measured by ”Big 5”) (Andersen et al,
2015 [1])



Confidence in Financial Decision-Making

credit cards: extreme optimists do not pay off their debt (Puri
& Robinson, 2007 [7])

entrepreneurs: overconfident managers invest too much in
projects with a negative NPV (Malmendier & Tate, 2005 [6])

wealth accumulation & savings: highly-educated women’s
financial planning suffers from underconfidence, while financial
planning of highly-educated men is improved by their
overconfidence (Bannier & Neubert [2])

confidence seems to be more important than literacy for
long-term planning (Bannier & Neubert [2])



Setting the Scene



Data

survey on website of Pensioenfonds Detailhandel
we measure specific pension knowledge, general financial
literacy and confidence in knowledge
789 respondents

Table 1: Summary Statistics: whole BpfD population vs survey sample.
Standard deviations in parentheses.

Population Survey Sample

Age 37.86 44.71
(13.16) (14.09)

Part-time factor 0.662 0.689
(0.301) (0.287)

Man 0.313 0.376
(0.464) (0.485)

Gross Salary, wins. 1 % 18,151 21,965
(13,103) (16,533)

N 245,712 789



Data (cont.)



Data (cont.)



Data: Perceived Pension Knowledge

Based on your points, do you think that you will be in the best or
the worst half of all participants?

Best half concerning pension knowledge

Worst half concerning pension knowledge



The Quiz: Example Questions



The Quiz: Example Questions



The Quiz: Example Questions



The Quiz- Distribution



Descriptives: Confidence

Table 2: Confidence and Actual Pension Knowledge. N=789

VARIABLES Percentage

Expectation: Best Half 45.1
Objectively in Best Half 46.9

Underconfidence 20.0
Overconfidence 18.3
Well-Calibrated 61.7



Descriptive Results: Saving Behavior



Descriptive Results: Savings Intentions



Results: Saving Behavior (OLS regressions)

VARIABLES (1) (2) (3) (4) (5) (6) (7)

Exp. Half: Best 0.104*** 0.081** 0.073** 0.076** 0.081** 0.082**
(0.035) (0.036) (0.035) (0.036) (0.036) (0.036)

Objective: Best 0.004 -0.007 -0.006 -0.011 -0.009 0.001
(0.034) (0.034) (0.034) (0.034) (0.034) (0.034)

Exp.*Obj. -0.0051 -0.002 0.001 0.003 0.003 -0.001
(0.050) (0.050) (0.049) (0.049) (0.050) (0.050)

Age 0.002** 0.003*** 0.003*** 0.003*** 0.003**
(0.001) (0.001) (0.001) (0.001) (0.001)

Man 0.059** 0.048* 0.039 0.040 0.043*
(0.025) (0.025) (0.025) (0.026) (0.026)

Risk Seek. -0.003 -0.004 -0.005 -0.005
(0.007) (0.007) (0.007) (0.007)

Patience 0.031*** 0.031*** 0.031*** 0.029***
(0.006) (0.006) (0.006) (0.006)

Financial Literacy 0.006 -0.014 -0.020
(0.017) (0.018) (0.018)

Constant 0.123*** 0.091*** -0.014 -0.181*** -0.234*** -0.210*** -0.204**
(0.045) (0.021) (0.042) (0.060) (0.068) (0.081) (0.084)

Observations 789 789 789 789 789 789 789
R-squared 0.000 0.021 0.035 0.065 0.089 0.093 0.113
Adjusted R-squared -0.001 0.018 0.029 0.057 0.070 0.066 0.074
Education YES YES YES
Salary YES YES
Debt & Wealth YES
Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1



Results: Savings Intentions (OLS)

VARIABLES (1) (2) (3) (4) (5) (6) (7)

Exp. Half: Best 0.780*** 0.930*** 0.813*** 0.833*** 0.880*** 0.855***
(0.269) (0.274) (0.266) (0.268) (0.271) (0.272)

Objective: Best -0.353 -0.312 -0.310 -0.336 -0.281 -0.259
(0.261) (0.261) (0.252) (0.254) (0.259) (0.259)

Exp.*Obj. -0.143 -0.186 -0.147 -0.162 -0.192 -0.182
(0.384) (0.382) (0.370) (0.372) (0.374) (0.374)

Age -0.021*** -0.016** -0.013* -0.012 -0.012
(0.007) (0.007) (0.007) (0.008) (0.008)

Man 0.261 0.093 0.039 0.044 0.041
(0.193) (0.189) (0.190) (0.194) (0.196)

Risk Seek. 0.073 0.074 0.063 0.060
(0.049) (0.049) (0.049) (0.049)

Patience 0.313*** 0.308*** 0.305*** 0.292***
(0.047) (0.047) (0.047) (0.047)

Financial Literacy -0.245* -0.243* -0.240*
(0.132) (0.136) (0.138)

Constant 3.414*** 2.651*** 3.416*** 1.191*** 0.886* 1.462** 1.337**
(0.345) (0.158) (0.321) (0.450) (0.515) (0.613) (0.636)

Observations 789 789 789 789 789 789 789
R-squared 0.004 0.020 0.034 0.096 0.111 0.116 0.133
Adjusted R-squared 0.003 0.016 0.027 0.088 0.093 0.089 0.095
Education YES YES YES
Salary YES YES
Debt & Wealth YES
Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1



Discussion & Conclusion

We find that:

confidence in pension knowledge seems to have a larger
impact on savings decisions than actual knowledge.

context: Dutch retail sector, majority: lower-educated women

direct measure of confidence, distinction between specific
pension knowledge and general financial literacy



Discussion & Conclusion (cont.)

Things to consider:

Hadar et al. (2013[5]): increasing objective knowledge might
decrease subjective knowledge

implications for policy makers: what kind of education really
increases savings and retirement wealth?



Thank you!

Inka Eberhardt
i.eberhardt@maastrichtuniversity.nl
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App.: Gender & Confidence

Female Male
Freq Freq

(Percent) (Percent)

Correct Estimation: Best Half 111 101
(22.61%) (33.89%)

Overconfidence 89 55
(18.13%) (18.46%)

Correct Estimation: Worst Half 193 82
(39.31%) (27.5%2)

Underestimation 98 60
(19.96%) (20.13%)

Total 491 298



App.: Data: Survey Descriptives



App.:Data: Descriptives

VARIABLES N Mean St.Dev. Min. Max.

Correct: Stop working 789 0.793 0.405 0 1
Correct: voluntary contrib. 789 0.764 0.425 0 1
Correct: 70% replacement 789 0.289 0.454 0 1
Correct: employee’s CR 789 0.341 0.474 0 1
Correct: employer’s CR 789 0.166 0.372 0 1
Quiz score 789 2.354 1.133 0 5
Q1: Don’t know 789 0.115 0.32 0 1
Q2: Don’t know 789 0.185 0.389 0 1
Q3: Don’t know 789 0.246 0.431 0 1
Q4: Don’t know 789 0.293 0.455 0 1
Q5: Don’t know 789 0.247 0.432 0 1

Table 3: Descriptives on the Quiz



App.: Savings Behavior & ”I don’t know’s”



App.: Savings Intentions & ”I don’t know’s”



App: Savings Behavior & Age



App.: Savings Intentions & Age



App.: Savings Behavior & Household Income



App.: Savings Intentions & Household Income



App.: Correlations



App.: Correlations (Cont.)



App.: Quiz Statistics
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