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Abstract

In this paper, we describe the construction and psychometric evaluation of two personality-based
measures of financial savings motives, and examine their relationship to individuals’ retirement
savings practices. The Financial Inhibition Scale (FIS) was designed to assess fear-based motives we
believed would hinder the process of saving for retirement. The Financial Activation Scale (FAS) was
designed to assess goal-based motives we thought would facilitate savings practices. Findings from
two separate empirical studies provide support for both the reliability and validity of these new
theoretically based measures of financial savings motivation. © 2003 Academy of Financial Services.
All rights reserved.
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1. Introduction

When thinking about retirement, individuals are likely to envision both positive and
negative images of the future, and these images are likely to have a significant impact on
one’s retirement planning and savings tendencies. Bell and Mau (1971) suggested that
images of the future influence current decisions and behaviors by determining the nature of
one’s goals, and the strategies and procedures one will adopt to achieve them. Consistent
with Bell and Mau’s theoretical perspective, one of our working assumptions is that in the
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retirement planning context. positive and negative images of the future will differentially
shape individuals™ behavioral motives. and thus. their savings practices. The purpose of the
present investigation is to develop two theoretically derived measures. one focuses on the
strength of individuals™ goal-based financial motives, the other focuses on the strength of
individuals™ tear-based motives. Each scale was designed 1o assess an independent psy-
chomotivational individua!l ditference dimension. and in so doing, allow for prediction of
whether individuals are likely to save for retirement,

For some. the notion of retirement will conjure up negative images of the future (say.
financial dependence or ill health) that may be psychologically threatening, and thus, anxicty
provoking. We believe that individuals who experience retirement anxiety (cf.. Hayship ct al..
1997) would be less likely o plan and save for the future than those who do not, based on
a eeneral pattern of avoidance when it comes to thinking about and engaging in long-term
savings activities. Others. in contrast. are likely to envision rich and positive images of life
after their departure from the workforce. These visions serve (o define specific retirement
goals (Hershey etal.. 2002). and these goals. we argue. should serve to stimulate appropriate
financial savings activities. allowing individuals to mect their long-term objectives. This
basic distinction between financial fears and financial goals serves as a conceptual backdrop
for the present investigation.

In this paper. two different studies are described in which we evaluate the psychometric
and conceptual adequacy of a pair of financially oriented psychomotivational measures: the
Financial Inhibition Scale (FIS) and the Financial Activation Scale (FAS). The remainder of
the paper is organized as follows. In Section 2. a review of the relevant literature is provided.
Sections 3 through 6 describe a study designed to assess the psychometric characteristics of
the FIS and FAS. which are domain-specific analogues of motivational measures developed
by Carver and White (1994). Study 2. described in Sections 7 through 10, was conducted to
replicate the factor structure identified in Study 1. and to test the predictive validity of the
new measures using a larger, nationally representative sample. Section T contains a general
discussion designed 1o conceptually integrate findings across both empirical studies. In
oeneral. the results of these two investigations support the psychometric adequacy and
validity of the new financial scales. These measures. we believe. will be particularly useful
for financial counselors and retirement planning specialists who face the difficult task of
identifying why it is that certain individuals fail to save for the future.

2. Review of the literature

A fair amount of work has focused on measuring individual differences in two basic types
of behavioral motives: fear-based motives. which are commonly associated with a pattern of
behavioral avoidance. and goal-based motives. which are typically associated with achieve-
ment-oriented behaviors (Carver and Scheier. 19850 Carver and White. 1994 Gray, 1981,
1987: Higgins ot al. 1994 Oyserman and Markus. 1990). Findings from this body of work
suggest that individuals who possess an achievement orientation tend to focus on the future
by setting goals. whereas those driven by their fears seek to avoid thoughts of the future so

as not 1o envision anticipated negative events.
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Gray (1978, 1987, 1990, 1991) proposed one of the more often cited theories of
motivation, which highlights separate subsystems that are differentially sensitive to fears
and goals. As part of his physiologically grounded model, Gray posits the existence of
two general motivational systems that underlie behavior and affect: the behavioral
approach system (BAS) and the behavioral inhibition system (BIS). According to Gray,
the BAS system regulates appetitive motivation, and it is purported to be particularly
sensitive to signals of reward. Behaviorally, the BAS system prompts individuals to
initiate and maintain active goal pursuits in order to seek novel or otherwise rewarding
experiences. Based on theory, individuals with higher levels of BAS sensitivity will
experience positive feelings when exposed to signals of future rewards. The BIS system,
in contrast, controls aversive motivation, prompting individuals to avoid actions asso-
ciated with potentially negative outcomes or events. Gray’s model suggests that indi-
viduals with higher levels of BIS sensitivity will experience fear, anxiety, and frustration
in the presence of situational cues associated with punishment and threat. In short, a
strong BAS orientation stimulates movement toward goal achievement, whereas a strong
BIS orientation inhibits movement toward goal achievement.

One effort to operationalize and measure the two systems proposed by Gray was carried
out by Carver and White (1994). In developing a series of self-report BIS items, Carver and
White sought to measure individuals’ general concerns over the possibility of negative
occurrences (e.g., “T worry about making mistakes”) or sensitivity to such events when they
transpire (e.g., “Criticism or scolding hurts me quite a bit”). In designing the BAS scale,
Carver and White used a more divergent strategy. All items on the BAS are designed to
reference potentially rewarding events. However, unlike the BIS, which is structurally
unidimensional, the BAS is designed to tap multiple aspects of reward sensitivity (further
discussed below).

In developing their scales, Carver and White (1994) conducted a factor analysis of the
BIS and BAS items using a sample of 732 university students. They found that the
combined set of items they analyzed grouped into four separate scales: one BIS scale and
three BAS subscales. The seven items designed to assess day-to-day behavioral anxiety
all loaded on the anticipated BIS factor. BAS items, in contrast, grouped into a four-item
Drive subscale, associated with the pursuit of desired goals (e.g., “When [ want
something, I usually go all-out to get it”), a four-item Fun Seeking subscale, reflecting
a desire for new rewards and a willingness to spontaneously engage in potentially
rewarding events (e.g., “I crave excitement and new sensations”), and a five-item Reward
Responsiveness subscale, that focused on the occurrence or anticipation of rewards (e.g.,
“When I get something I want, I feel excited and energized”). Carver and White found
the BAS subscales to be moderately correlated with one another, as one would expect if
all three were designed to reflect different aspects of the same affect-laden, personality-
based motivational system. The reliability and validity of the BIS and BAS measures
were adequately demonstrated in Carver and White’s 1994 paper, as well as in other
investigations that have subsequently appeared in the literature (Heubeck et al., 1998:
Jorm et al., 1999).
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3. Study 1: objectives

Previous research has failed to address the distinction between fear- and goal-based
planning motives in the context of financial preparation for retirement. Therefore, we created
two financial measures designed to tap these motives modeled after Carver and White's BIS
and BAS scales. Study 1 was conducted to examine the factor structure and psychometric
properties of the two new measures. Toward that end, factor analyses were carried out, and
we also evaluated the internal consistency of the scales. Next, we assessed the extent to
which scores on the FIS and FAS were associated with scores on Carver and White's BIS
and BAS measures. as well as with demographic indicators including age. income, and
gender. Based on findings from previous financial and economic studies, one would expect
to find older individuals. those with higher levels of income. and men to display higher FAS
scores and lower FIS scores (Clark et al.. 2000: Lusardi, 2000).

4. Methods

4.1, Participants

The sample consisted of 150 working adults 25-45 years of age (M = 34.3. 5D = 5.8)
living in North Central Oklahoma at the time of testing. Participants were 79 men and 71
women with a median income of $50K and a median educational level of 16.0 years. The
racial composition of the sample was representative of the region: Caucasian 81.3%, African
American 6.0% . Native American 4.7% . Hispanic 1.3%. Asian 0.7% . and multi-cthnic 2.7%.
Participants were solicited to complete the questionnaire at churches. airports, and other
public venues.,

4.2 Questionnaire

In addition to the FIS and FAS measures. the questionnaire contained the 7-item BIS
scale. and the 13-item BAS scale (Carver and White. 1994), as well as several demographic
items. The new FIS and FAS measures cach contained nine items. all using a scven-point
response scale (1= “strongly disagree.” 7 == “strongly agree™). Like the BIS and BAS they
were modeled after. the FIS and FAS included statements designed (o tap individuals®
behaviors. opinions, or beliefs. The creation of items for the two new scales involved
rewording items contained on the BIS and BAS to make them applicable to the area of
financial planning for retirement. Consistent with the BIS. FIS items included statements that
reflect a concern for negative future occurrences or apprehension associated with the
tinancial planning and savings process (e.g.. "I worry about my finances in retirement”). FAS
items. in contrast. were developed to identity individuals who were responsive 1o positive
future financial occurrences. or who were motivated to engage in goal-setting activities in the
tinancial planning context (e.g.. T am highly active in my pursuits toward financial planning
for retirement”). Unlike the BAS. however. which was designed to be conceptually multi-




K.A. Neukam, D.A. Hershey / Financial Services Review 12 (2003) 19-37 23

dimensional, items on the FAS were designed to tap a single psychomotivational personality
disposition.

S. Results

Examination of the FIS and FAS began with an exploratory factor analysis (EFA) of the
combined set of 18 items in order to determine how many factors if any, existed beyond the
two that were hypothesized. A principal components analysis was conducted, followed by
varimax rotation, yielding four factors with eigenvalues greater than one, which together
accounted for 70% of the variance in the model. Examination of the scree plot also provided
evidence for a four-factor solution. Individual items from the FIS and the FAS are shown in
Table 1, along with their rotated factor loadings for each of the four factors. (Study 2
loadings, shown in parentheses, can be disregarded until they are discussed below.) The
pattern of loadings revealed that each of the two theoretically based constructs contained two
subscales. The FIS items appeared to divide into “Financial Worry” and “Planning Worry”
subscales, whereas the FAS items appeared to separate into a “Planning Drive” subscale, and
a “Financial Freedom” subscale.

Based on the theoretical writings of Gray (1990, 1991), the FIS and FAS should only tap
two separate constructs, corresponding to two motivational subsystems driven by fears and
goals (see Section 2, above). Therefore, a second factor analysis was conducted that specified
two factors be extracted using principle components analysis, with varimax rotation to a final
solution. As predicted, the set of nine FIS items grouped together, as did the nine FAS items
(see Table 2). (Again, the loadings from Study 2, shown in parentheses, can be disregarded.)
Moreover, the rotated factor matrix failed to reveal any substantial cross-loadings. Together,
the two factors accounted for 53% of the overall variance in the model. Despite the fact that
the four-factor solution explained more variance than the two-factor model, we believe that
in some measurement contexts the full-scale FIS, for instance, might be more appropriate as
a general indicator of financial motivation than either of the shorter, more specific financial
worry or planning worry measures. The same could be said to be true regarding the FAS and
its associated subscales. Therefore, for the remainder of the study, we report the psycho-
metric characteristics of the full-scale measures as well as their related subscales.

Next, coefficient alpha values were computed to assess the internal consistency of the
scales. Alpha was 0.90 for the full-scale FIS (financial worry = 0.89; planning worry = 0.88)
and 0.85 for the full-scale FAS (financial freedom = 0.77; planning drive = 0.89). Moreover,
item-to-total correlations were found to exceed 0.40 for all items on both the full-scale FIS
and the full-scale FAS, as well as each of the four subscales. Taken together, these findings
indicate that the new scales demonstrate a reasonable level of internal consistency, both at
the full-scale and subscale levels.

Once the factor structure of the scales had been established, we sought to determine
whether the measures were related to the scales from which they were derived. There-
fore, we correlated the FIS and its respective subscales with the BIS scale, and the FAS
and its respective subscales with the BAS. The BIS was found to be moderately
correlated with the FIS (r = 34, p < .01), the financial worry scale (r = .32, p < .01),
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Table 1
Rotated factor loadings for the FIS and FAS from the exploratory and confirmatory analyses

FI F2 F3 F4

FIS: Financial Worry
[ worry about my finances in retirement .81 (.80)
I am concerned about being dependant upon .70 (.60)
friends or family members for financial
support after I retire
I often find myself concerned about not .85 (.85)
having enough money in retirement
I worry about making mistakes in my 7 (.81)
financial preparations for retirement
I am concerned about being financially stable .80 (.74)
in retirement
I often feel that something bad will happen .67 (.82)
in retirement for which I will not have
adequately saved
FIS: Planning Worry
Compared to my friends, I have a lot of fears .85 (.85)
involving financial planning for retirement
[ feel nervous and hesitant when doing [.48] 76 (.87)
financial planning for retirement
I am hesitant about making retirement 82 (.71)
investment decisions because I am worried
about making a mistake
FAS: Planning Drive
When it comes to financial planning for .84 (.77)
retirement, [ use a “no holds barred”
approach
When doing financial planning for retirement, .83 (.76)
I feel excited and energized
I go out of my way when it comes to .88 (.85)
financial planning for retirement
I am highly active in my pursuits toward 18 ((74)
financial planning for retirement
When I see the chance to further my 81 (.83)
retirement investments, I move on it right
away
FAS: Financial Freedom
I desire financial freedom when I retire 56 (.61)
I have the desire to be able to do what I 77 (.66)
want financially in retirement
When I retire, I want to have enough money .82 (.85)
to be able to participate in any leisure
activities I desire
I want to have enough in retirement to be 81 (.74)
able to purchase the items I wish without
being concerned about financial security

Note: Loadings below .40 have been omitted for clarity. Only one cross-loading was found in the exploratory
analysis, which is shown in brackets under the planning worry scale.
The loadings not in parentheses are from study 1, and the loadings in parentheses come from study 2.
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Table 2
Rotated factor loadings for the FIS and FAS based on the two-factor forced solution
Fl1 F2
Financial Inhibition Scale (FIS)
I worry about my finances in retirement 18 ((77)
I am concerned about being dependent upon friends or family members .60 (.59)
for financial support after I retire
I often find myself concerned about not having enough money in .85 (.82)
retirement
I worry about making mistakes in my financial preparations for .81 (.82)
retirement
I am concerned about being financially stable in retirement 77 (.70)
I often feel that something bad will happen in retirement for which I .78 (.84)
will not have adequately saved
Compared to my friends, I have a lot of fears involving financial 74 (.70)
planning for retirement
I feel nervous and hesitant when doing financial planning for retirement .82 (.72)
I am hesitant about making retirement investment decisions because | .68 (.60)
am worried about making a mistake
Financial Activation Scale (FAS)
When it comes to financial planning for retirement, I use a “no holds 17 (.76)
barred” approach
When doing financial planning for retirement, I feel excited and .80 (.75)
energized
I go out of my way when it comes to financial planning for retirement .80 (.85)
I am highly active in my pursuits toward financial planning for 72 (.74)
retirement
When I see the chance to further my retirement investments, I move on .83 (.84)
it right away
I desire financial freedom when 1 retire 49 (.10)
[ have the desire to be able to do what I want financially in retirement .60 (.36)
When I retire, I want to have enough money to be able to participate in 46 (.29)
any leisure activities I desire
I want to have enough in retirement to be able to purchase the items I 53:(.26)

wish without being concerned about financial security

Note: For the study 1 data, loadings below .40 have been omitted for clarity. For study 2 data, all loadings are
reported corresponding to the basic factor structure identified in study 1.
The loadings not in parentheses are from study 1, and the loadings in parentheses come from study 2.

and the measure of planning worry (r = .27, p < .01). Similarly, the BAS was
significantly related to the FAS (r = .26, p < .01), the planning drive scale (r =.16, p <
.05), and the measure of financial freedom (r = .32, p < .01).

Theory would suggest that the FIS and FAS tap independent constructs, and thus, should not
be highly correlated with one another. This was indeed found to be the case—the Pearson
correlation between the full-scale FIS and the full-scale FAS was small and not statistically
significant (» = .03, ns). In contrast, one would expect to find the FIS subscales to be correlated
with one another, and the FAS subscales to be positively related as well. This was also found to
be the case, with the Pearson correlation between planning worry and financial worry to be .62
(p < .01), and the r-value between planning drive and financial freedom to be .37 (p < .01).
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Scores on the full-scale FIS and FAS were next examined in refation to a set ot four
demographic indicators previously shown to be related 1o financial planning and savings
practices. Age was found to be uncorrelated with scores on the FIS (r = 10, ns); however,
as expected. it was found to be positively related to scores on the FAS (1 = 24, p 7 0.
Both scales were associated with level of income. with the FAS (7 = 43, p -~ .01) more
strongly related to this variable than the FIS (4 = —.16. p = .05). Finally. contrary to
expectations, gender was shown to be unrelated to scores on both the FIS, «(148) = .11, ns,
and the FAS 1(148) = 17, ns.

With respect to the subscales. age was found to be related to planning worry (7 = Aop -
03) and planning drive (r = 27, p <0 .01, and it was unrelated to financial worry and
financial fear. Income was significantly negatively correlated with financial worry (r = -7,
p =7 .05). and positively correlated with financial freedom (7 = 24, p = 01), and planning
drive (& = .43, p =2 .01 Income was not. however, correlated with planning worry. Finally,
1 tests revealed that gender was unrelated to all four of the subscales (all tests po—.05).

6. Summary and conclusions

The results of the EFAs in Study 1 provide empirical support for the existence of
independent FIS and FAS constructs. which parallel the BIS and BAS constructs that were
identificd by Gray (1990) and subsequently operationalized by Carver and White (1994,
However. contrary to expectations. cach of the two financial motivation scales appeared to
tap two different dimensions. The FIS was found o be made up of a retirement-oriented
worry dimension. and @ second worry dimension that focused on general financial issues.
Similarly. the FAS was found to consist of a retirement-oriented financial goals dimension.
and a second goal dimension that focused on the ability to achieve financial freedom. For the
most part. findings regarding the factor structure of the scales were clearly interpretable, with
only one unanticipated cross-loading in the four-factor solution. Morcover, coelticient alpha
values and item-to-total correlations for the six different scales (FIS. FAS. and related
subscales) were shown to be quite reasonable. which speaks to the internal consistency of the
measures.

The new financial motivation scales were also shown to be positively correlated with the
seales from which they were derived. as one would expect based on standard measurement
theory. The bivariate correlations between the BIS and BAS and their respective domain-
specific measures were all statistically significant and in the small-to-moderate range. One
would hope to find that these correlations would not be o large. which would indicate that
the domain-specitic and domain-general scales are essentially tapping the same psycholog-
ical construct, This would also suggest that the financial measures would be unlikely to
explain unique variance in savings tendencies beyond that which could be explained by the
BIS and BAS. On the other hand. one would hope to find that the correlations were
statisticatly significant. so as to demonstrate theoretically expected relationships between the
domain-general fear and goal constructs and their domain-specific instantiations. Thus, the
modest correlations between Carver and White's (1994) scales and the new measures of
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financial motivation are what one would hope to find when developing derivative scales of
this type.

Another interesting set of findings involved the set of demographic variables previously
shown to be related to retirement planning and savings practices. Age was positively
correlated with FAS scores, but found to be unrelated to FIS. The fact that financial
goal-based motives increased over the age range is not particularly surprising, given that
studies have shown an increase in savings activity among middle-aged individuals (Glass and
Kilpatrick, 1998; Hershey et al., 2001). On the flip side of the coin, given the sizeable
percentage of workers who postpone saving until the decade just prior to retirement (Poterba,
1996), it was curious that financial fear did not increase developmentally. Perhaps individ-
uals at or near 45 years of age were young enough not to have experienced the psychological
pressure and anxiety that sometimes accompanies preparation for retirement (Hayslip et al.,
1997). Tt could be that FIS would be positively related to age had older workers been
included in the sample.

Income was correlated with both FIS and FAS in the predicted directions. Not surpris-
ingly, lower-income individuals were more likely to endorse FIS-based statements involving
concerns about late-life financial solvency and hesitancy regarding financial decisions.
Conversely, higher-income individuals, who would be expected to have more in the way of
discretionary income, were more likely to endorse FAS-based statements that suggested
active planning and savings pursuits. High-income individuals not only displayed a superior
desire for financial freedom, but they also indicated high levels of planning drive. An
aggressive stance toward planning and savings combined with reasonable levels of dispos-
able income should put high-income, high-FAS individuals in good stead when in comes to
achieving their long-term financial goals.

[t was surprising to find that gender was not associated with fear- or goal-based financial
motives, given a small but consistent set of findings which has shown that women as a group
save less than men (Richardson, 1993), and tend to be less confident in making financial
decisions (Merrill Lynch, 1995). The absence of gender differences may be due in part to the
fact that a younger group of workers was studied. Far more women today are engaged in
retirement planning activities than two or three decades ago, as a result of their increased
participation in the workforce, and the proliferation of defined contribution savings programs
which require an active planning role on the part of the worker. As compared to years past,
more young and middle-aged women are charting their own financial futures, and the lack
of gender differences across the FIS and FAS measures presumably reflects growth toward
equality between the sexes. In sum, three of the six correlations involving demographic
variables were significant in the expected direction. Furthermore, among the remaining three
that were not significant, none were found to run in the opposite direction of our a priori
predictions.

Strengths of the present study included the fact that the new financial scales were
theoretically derived and the factor structure of the measures were interpretable and in line
with a priori expectations. Limitations included the fact that a regional sample was em-
ployed, and the predictive validity of the new financial motivation measures has yet to be
empirically demonstrated. Specifically, further research is required to show that the scales
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make good predictors of retirement savings tendencies, as one would anticipate. Both of
these limitations are addressed 1 Study 2.

7. Study 2: objectives

The second study. which was based on data collected from a nationally representative
sample of working adults. had two primary objectives. The first was to replicate the factor
structure of the scales identified in Study . only this time using the more stringent
confirmatory factor analysis (CFA) technique cast in a structural equation modeling (SEM)
context. The second objective was to determine whether the FIS and FAS measures and their
respective subscales are related to individuals™ retirement savings practices. Specitically. we
posited that FAS scores would be positively related to retirement savings contributions (in
that high FAS individuals should be striving to mecet their financial goals). and FIS scores
should be negatively refated to savings allocations (in that high FIS individuals should find
the prospect of financial planning aversive). As these financial motivation scales are new. and
have yet to be shown to possess predictive validity. we were hesitant to make detailed
predictions regarding the nature of possible interactions between these constructs when
predicting savings tendencies. In general. however. one should expect mdividuals high in
FAS and low in FIS to have saved the most. and those low in FAS and high in FIS (o have
saved the least

[f the FIS and FAS constructs are cach shown to be made up ol two subscales, then a
similar analysis to the one described above will be conducted. only the four subscales will
be used as predictors of retirement savings. In the same way that FAS scores are expected
to be positively related to savings practices. scores on the FAS subscales—planning drive
and financial freedom—are also predicted to be positively related to savings contributions.
Similarly. the two FIS-related subscales---planning worry and financial worry---are expected
to be negatively related o retirement savings practices.

8. Method

S Participants

A total of 270 working adults (1534 men. 116 women) participated in Study 2. The data for
this study were obtained tfrom part of a farger national study on the psychological determi-
nants of retirement planning among voung and middle-aged working adults. All participants
were members of a large houschold data panel maimtained by a major imternational marketing
firm. Sampling of the pancel was hmited to Americans 25—45 years of age mclusive (M =
30.2.. 5D = 6.18). and stratified on the basis of geographical region. Participants™ median
level of education was 140 years. and their median income was 555K, The racial compo-
sition of the sample was roughly comparable to that of the nation: Caucasian 85.6% . African
American .45 Hispanice 1% 0 Asian 1.9% . Native American L% and mult-cthiie 0.4% .
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8.2. Questionnaire

The elements of the larger retirement planning questionnaire that are relevant to Study 2
include the FIS and FAS measures, and by implication, each of their subscales. Also included
in the questionnaire was an extended set of demographic variables, and an item that asked
participants to indicate the percentage of personal income they had voluntarily allocated
toward retirement savings during the proceeding 12 months. This last item, voluntary savings
contributions, was measured using an | 1-point scale that was graded in 2-3 percentage point
increments, in which a value of 1 corresponded to no contributions during the past year, and
a value of 11 corresponded to savings contributions greater than 25%.

9. Results
9.1. Confirmation of factor structure

Confirmatory factor analyses were conducted on the FIS and FAS items using the AMOS
v. 3.6 structural equation modeling program (Arbuckle, 1997). First, separate one- and
two-factor solutions were computed using items from the FIS scale. The one-factor model
(with all nine items loading on a single latent variable) was found to be a poor fit to the data,
x> (27) =298.77,p < .01, CFI = 82, AGFI = 63, TLI = .76, RMSEA = .19. In this model,
all factor loadings were found to be greater than .59 (see FIS loadings in parentheses, Table
2). Next, a two-factor solution was calculated using the financial worry and planning worry
constructs, as defined by the structure identified in Study 1. In this model, the two subscales
were allowed to correlate. The observed fit indices for the two-factor FIS solution were
stronger than those seen in the one-factor model, )(2 (26) = 15047, p < .01, CFI = .92,
AGFIl = 80, TLI = .89, RMSEA = .13. As was the case in the one-factor model, all factor
loadings in this second analysis were found to be greater than .59, and the modification
indices failed to reveal any appreciable cross-loadings between factors (see FIS loadings in
parentheses, Table 1). Furthermore, the planning worry and financial worry constructs were
found to be strongly correlated (r = .73). Given that the one- and two-factor models are
nested within one another, it was possible to use a 1 df X2 test to determine whether one was
superior to the other. This test revealed that the two-factor solution provided for a signifi-
cantly better fit than the one-factor model, x*,; (1) = 148.30, p < .01.

Next, separate one- and two-factor CFAs were calculated using the FAS items. The
one-factor FAS model (with all nine items loading on a single latent variable) was found to
be a poor fit to the data, y* (27) = 387.55, p < .01, CFI = .69, AGFI = 52, TLI = 58,
RMSEA = .22. In this model, four of the nine factor loadings were found to be less than .40,
which is considered to be unacceptably low (see FAS loadings in parentheses, Table 2). A
two-factor solution was then calculated using the financial freedom and planning drive
constructs, as defined by the two-factor FAS structure identified in Study 1. Again, in this
solution, the subscales were allowed to correlate with one another. The observed fit indices
for the two-factor FAS solution were substantially stronger than those seen in the one-factor
model, x> (26) = 76.49, p < .01, CFI = .96, AGFI = .90, TLI = .94, RMSEA = .08. Unlike
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Table 3
Source table from the hierarchical regression analysis using FIS and FAS to predict savings tendencies

Model SS df MS F p-level
Level 1
Regression 1315.28 2 657.64 27.68 .01
Residual 6343.44 267 23.76
Total 7658.71 269
R? for level = .172 (p < .01)
Level 2
Regression 1421.28 3 473.76 20.20 .01
Residual 6237.43 266 23.45
Total 7658.71 269

R?-change for level = .014 (p < .05)

the one-factor model. all factor loadings in the two-factor model were found to be greater
than .61. and the modification indices failed to reveal any appreciable cross-loadings (see
FAS loadings in parentheses. Table 1). Furthermore. the planning drive and financial
frecdom constructs were tound to be modestly correlated (= .30). Again, because the one-
and two-factor FAS models were nested within one another, a | dff 7 test was used 10
determine whether one was superior to the other. This test revealed that the two-factor
solution provided for a significantly better fit than the unitary structure, X (D) = 311.06,
p <=.0l.

Additional analyses revealed that the internal consistency reliability of the financial scales
(i.c.. coefticient alpha levels) were comparable to the findings reported in Study 1. Morcover,
the patterns of interdependence witnessed across scales (based on Pearson correlations) were
also comparable to the patterns seen in the first study.

The CFAs reported above suggest the four subscales that make up the FIS and FAS
constructs are viable as stand-alone constructs. with cach measuring a specific type of
financial planning motive. However. we also recognize the potential value ol combining
planning worry and tinancial worry scores to form an overall FIS score. and the financial
frecdom and planning drive constructs to form an overall FAS score. Such composite scores
could be of value in certain applied settings or rescarch contexts. Therefore. for the
remainder of the results we report analyses using both the FIS and FAS measures, as well as
their respective subscales.

9.2, Predictive validity of the scales

Two hicrarchical regression analyses were caleutated to examine the predictive validity of
the financial motivation scales. both of which used as the criterion the percentage of income
allocated to retirement savings during the past 12 months. Prior to these analyses, however,
all scales were centered and these centered variables were used in the computation ol the
interaction terms. The first of the two regressions employed the FIS and FAS measures as
predictors at the first level in the model. and the FIS by FAS two-way interaction as the sole
predictor in the second level. The source table from this analysis is shown in Table 3. The
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Fig. 1. Simple slopes obtained from the two-way interaction between FIS and FAS. In this analysis, voluntary
retirement savings contributions were regressed on FIS scores at both high and low levels of FAS.

first level of the model was found to be significant, F(2, 267) = 27.68, p < .0l. Significant
effects were revealed for both FIS (8 = —.23, p < .01) and FAS (8 = .37, p < .01), which
together accounted for 17% of the variance in retirement savings contributions. The two-way
interaction entered in the second level was also found to obtain (8 = —.12, p < .05), which
resulted in a statistically significant R*-change of .014.

The above two-way interaction was interpreted following the recommendations of Aiken
and West (1991). Specifically, voluntary savings contribution scores were regressed on FIS
scores so as to compute simple slopes corresponding to both high and low levels of the FAS
variable (i.e., at 1 SD above and below the FAS mean; see Cohen and Cohen, 1983). The
FAS,.n slope (B = —.30) was found to be statistically significant, # = 4.64, p < .01;
however, the FAS,,, slope was not, B = —.10, t = 1.14 (ns). These two simple slope
functions are shown graphically in Fig. 1, which clearly illustrates a two-way interaction. As
the figure reveals, individuals high in FAS decreased their savings contributions as a function
of increasing levels of FIS. In contrast, the slope of savings contributions for individuals low
in FAS failed to show a significant difference as a function of increasing levels of FIS.

As mentioned above, the second hierarchical regression used the percentage of income
allocated to retirement as the criterion; however, this model used the four FIS and FAS
subscales as predictors. Again, the subscales were centered prior to their use in the regression
model, and prior to calculating interaction terms. Planning worry, financial worry, planning
drive, and financial freedom scores were all entered into the model in the first level. At the
second level, the six possible two-way interaction terms were entered, and at the third level,
the four three-way interactions were entered. The sole predictor entered in the fourth and
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Table 4
Source table from the second hierarchical regression analysis using the four subscales to predict savings
tendencies.
Model SS df MS F p-level
Level 1
Regression 1509.07 4 37727 16.26 .01
Residual 6149.65 265 2321
Total 7658.71 269
R* for level = .197 (p < .01)
Level 2
Regression 1831.14 10 183.11 8.14 .01
Residual 5827.57 259 22.50
Total 7658.71 269
R*-change for level = .042 (p < .05)
Level 3
Regression 1964.30 14 140.31 6.28 .01
Residual 5694.41 255 22.33
Total 7658.71 269
R’-change for level = .017 (ns)
Level 4
Regression 1964.77 15 130.99 5.84 .01
Residual 5693.94 254 22.42
Total 7658.71 269
R*-change for level = .000 (ns)

final level of the modet was the four-way nteraction term. The source table from this second
hicrarchical regression is shown in Table 4. The first level of the model was statistically
significant, F(4.265) = 16.26. p < .01, with 20% of the variance accounted for using all four
predictors. Only one of the FIS subscales and one of the FAS subscales were found to be
reliable predictors of savings: planning worry was found to be related to voluntary retirement
contributions. 8 = —.25. p < .01, as was planning drive. g = 32, p = .01. Both financial
worry and financial freedom failed to obtain (both p = .05). The second level of the model
was also found to be staustically significant, F(10. 259) = 8.14. p << .01 however. only one
of the six two-way interactions was found to obtain: the planning worry by planning drive
term. 3 — —.23.p = 01. The addition of the six mteraction terms at this level resulted in
an R7-change of .042. All higher-order interactions at the third and fourth levels failed to
reach the significance threshold.

Again. consistent with the recommendations of Atken and West (1991), we sought to
interpret the nature of the two-way interaction. Toward this end. the voluntary contribution
scores were regressed on planning worry scores so as to compute simple slopes correspond-
ing to high and low levels of the planning drive variable (e at [ .SD above and below the

planning drive mean). The low planning drive slope (B = —.08) was not found to be
statistically significant (7 = 1.07. ns): however. the high planning drive slope was found to
obtain (8 = —.39.1 = 391, p < .01). As scen in Fig. 20 individuals high i planning drive

decreased their savings contributions as a function of increasing levels of planning worry. In
contrast. individuals low in planning drive failed to show a change mm contributions as a
function ot increasing levels of planning worry.
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Fig. 2. Simple slopes obtained from the two-way interaction between planning worry and planning drive. In this
analysis, voluntary retirement savings contributions were regressed on planning worry scores at both high and low
levels of planning drive.

10. Summary and conclusions

The findings from Study 2 served to replicate and extend the findings from Study 1. In
terms of replication, a two-factor structure for the FIS measure and a two-factor structure for
the FAS measure were again found to emerge through the CFAs, and these two-factor models
were found to be superior to the single-factor representations against which they were
compared. Moreover, as was the case in Study 1, in the second study the FIS and FAS
constructs were found to be uncorrelated, yet their respective subscales (planning worry with
financial worry, and planning drive with financial freedom) were significantly positively
related to one another. Furthermore, the indices of internal consistency reliability were
shown to be acceptable for each of the new financial measures.

Despite the fact that FIS and FAS were both found to be comprised of two subscales, we
believe that in certain measurement contexts it would be advantageous to work with
individuals’ scores at the level of the higher-order constructs, as opposed to at the level of
the four individual subscales. To help illustrate this point, consider research in the area of
intelligence testing. Whereas it is possible to measure a variety of basic intellectual abilities
such as inductive reasoning, concept formation, and visual conceptualization (Horn, 1988),
it is often desirable to combine scores along these dimensions with other markers of
functioning to derive an overall level of fluid intellect (Horn and Cattell, 1967). Turning back
to the present findings, if one were to conduct a field study that focused exclusively on
retirement savings, then one or both of the two retirement-specific scales—planning drive
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and planning worry—would be the instruments of” choice. However, in applied financial
counseling contexts, where the goal is to broadly assess individuals™ motivational predispo-
sttions, aggregate FIS and FAS scores might provide a clearer picture of the psychological
forces that drive one’s financial decisions.

Study 2 also extended the findings from Study 1 by demonstrating that the new financial
motivation measures were predictive of individuals™ voluntary retirement savings contribu-
tions. Interestingly. in the regression model where FIS and FAS were used as predictors of
savings. an interaction effect obtained. Although this effect was not originally hypothesized.
the analysis of simple slopes shown in Fig. 1 revealed a pattern of results that was clearly
interpretable. Specitically. the savings practices of individuals with strong financial goals
were contingent upon their level of financial fear. The savings contributions of those with
weak financial goals. in contrast. appeared to be unaffected by their fevel of financial fear.

The regression analysis using the four subscales to predict voluntary savings also revealed
an intriguing pattern of results. Not all subscales were found to be equally predictive of
savings tendencies when entered together in the first fevel of the regression model. Main
effects for the planning worry and planning drive measures were found to obtain, but the
measures of financial worry and financial freedom did not. It makes sense that the planning-
specific retirement subscales (planning worry and planning drive) would override the etfects
of the more general financially oriented retirement subscales. given that the criterion
specitically tapped retirement savings practices. That is. planning activities should be better
predictors of retirement savings than simply the desire to have financial security after leaving
the worktorce. More importantly. however. the two-way iteraction between planning drive
and planning worry was found to obtain. a finding that paraltels the FIS by FAS interaction
found in the regression reported above.

The planning drive by planning worry interaction revealed that those high in planning
drive decreased their level of savings as a function of increasing levels of planning worry.
In contrast. those low in planning drive were relatively unaffected by different levels of
planning worry. These findings suggest that in general. a moderate to high level of planning
drive is a necessary but not sufficient antecedent when it comes to making contributions to
a retirement savings plan. High levels of planning drive need to be accompanied by low
levels of planning worry so as to avoid the incapacitating effects of the latter vartable. One
other aspect of the picture is quite clear. however. Across both regression analyses. the
imdividuals who are saving the most are those who have the strongest financial goals and the
lowest level of fear. This can be seen at the level of the full-scale FIS and FAS instruments
in Fig. [.oas well as at the level of the subscales in Fig. 2.

11. General discussion

In this paper. we have described the development and evaluation of @ new set of brief
self=report measures that assess individual differences in motives assoctated with saving for
retirement. First. sets of items were developed that reflected the Kinds ol responses that
should be theoretically Tinked to the two motivational systems proposed by Gray, and the
factor structure of those items was explored using EFAL Then the resulting scales were
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correlated with the measures created by Carver and White, and with a series of demographic
variables previously shown to be related to retirement planning and saving. Finally, in a
replication study, the factor structure of the scales was examined using CFA, and the scales
were subsequently used to successfully predict the percentage of income individuals allo-
cated to retirement savings.

Results of the factor analyses indicated that the new FIS and FAS scales do in fact measure
separate constructs as hypothesized, and the two scales were found to be orthogonal to one
another. This latter finding was important to demonstrate from a theoretical perspective,
based on Carver and White’s position that behavioral inhibition and behavioral activation
represent two separate, independent constructs. Across both Study 1 and Study 2, the factor
analyses revealed that both FIS and FAS each contained two subscales. The FIS was found
to be made up of a planning worry subscale and a financial worry subscale, and the FAS
contained planning drive and financial freedom subscales. Moreover, the scales were found
to possess adequate psychometric properties, both at the level of the full-scale FIS and FAS,
as well as at the level of the individual subscales.

The findings from this research suggest profitable applications for the new measures of
financial motivation. Specifically, the scales could be used in individual financial counseling
contexts, either as a tool for conducting one-time assessments, or if administered repeatedly,
to track changes in attitudes and motives over time. Once a client’s fear and goal-based
dispositions have been evaluated, then steps can be taken to shape the individual’s psy-
chomotivational tendencies to increase planning and savings. These data suggest that two
groups of clients, in particular, stand to benefit from individual counseling: those who have
high-fear motives, and those with low-goal motives. Counselors could potentially help those
with high-fear motives by discussing individuals in similar circumstances who were able to
successfully plan and save for retirement. Exposure to “role models” could help to alter
negative images of the future by increasing the perceived likelihood of retirement income
security. Providing basic education about finances and examples of strategies for investing
could also serve to reduce retirement anxiety among those with high-fear motives. This is
based on the assumption that to some extent, retirement fears stem from a lack of financial
knowledge about how long-term economic goals can be achieved.

Those with weak financial goal motives also stand to benefit from individual counseling
efforts. Specifically, getting the client to establish specific goals for retirement (e.g., travel,
financial independence) could serve to not only define goal content, but also to increase goal
clarity. Increasing goal clarity could be accomplished in part by encouraging individuals to
discuss future plans with a spouse, family members, or other retirees. Written goal-setting
exercises or visualization tasks could also serve to establish and define retirement goals. We
view goal enhancement activities as an important initial objective of counseling, which
should precede serious discussion of the tactics that would allow one to achieve retirement
income security. Unfortunately, those in the greatest need of counseling (i.e., those with
high-fear motives and low-goal motives) are perhaps the least likely to seek financial
counseling. This underscores the critical need for outreach programs and public education
campaigns designed to target individuals who are not saving appropriately.

There are other potentially useful applications for the new financial measures described in
this paper. In group-based retirement intervention contexts, the planning drive and planning
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worry scales could be used as prescreening devices. to sort attendees into different types of
sessions where materials and exercises are tailored to meet their unique motivational needs.
Alternatively. the instruments could be used by mdividuals as self-assessment deviees, or as
a stimulus for dialogue between co-financial planners in a houschold. From a marketing
perspective, the findings from this investigation could be used to develop communications
that target consumers with particular motivational profiles (c.g.. the high-goal, low-fear
individual who is an active planner. or the low-goal. high-fear individual who has yet to
beein planning).

The general limitations associated with survey rescarch techniques apply to the findings
of the present investiation. In particular, individuals™ subjective ratings of their financial
motives and savings practices may not be representative of their actual feelings, thoughts,
and behaviors. Additionally. the fact that participants in the two studies were self-selected
may have contributed to some unknown response bias: those who chose to complete the
survey may have ditfered in some important respects {from nonrespondents. A third limitation
is that both samples were limited to young working adults. It would be informative in future
investigations to examine developmental differences in fear- and goal-based planning mo-
tives.

In this paper we have argued that two fundamental personality-linked motivational
systems—the BAS and the BIS—predispose individuals to develop differential levels of
fear- and goal-based financial motives. We also believe that these motives are shaped by the
enviromment. and sculpted according to cach person’s unique life experiences. Certainly. we
recognize that the mechanisms that underlic these motivational and behavioral processes are
complex. dynamic. to some extent idiosyncratic. and therefore. inherently difficult to study.
The challenging nature of the scientific issues. however. should not dissuade us from an
in-depth exploration of the factors that lead to individual differences in retirement savings
practices.
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