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ABSTRACT

IMPLICATIONS FOR FAMILY FINANCIAL MANAGEMENT BASED UPON
CURRENT RETIREMENT PLANS OF A SELECTED GROUP OF
MICHIGAN RESIDENTS

by Ruth Miller Reinoehl

The purpose of this study was to analyze the anticipated
financial resources and plans for retirement of a selected group
of Michigan residents and to draw implications from the findings
for teaching family financial management. A review of the
literature showved that many studies were concerned with the
sociological and psychological aspects of retirement, but few
focused on individual financial planning for retirement. As the
aged segment of the population becomes larger and the span of
retirement years becomes longer, adequate financial planning for
this period is of greater importance. Pensions of various types
and Social Security benefits provide most of the income for
retired persons, but since the vast majority of these are fixed
dollar incomes they are adversely affected by inflation making
supplemental 1néome necessary if the level of living for the
retired is to remain constant throughout the retirement years.

The sample for this study consisted of 403 persons employed
in various capacities at a university. The data, originally

gathered for another purpose, was collected by means of a mailed

questionnaire.
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The following hypotheses were developed as focal points for
the analysis of the data:

l. A significant relationship exists between the estimated
retirement income and the distribution of sources that make up
the estimated retirement income.

2. A significant relationship exists between the estimated
retirexent income and the amount of that income that comes from
variable dollar sources.

3. The higher the expected level of estimated retirement
income the earlier the retirement income planning occured with
respect to the age of the recipients.

Within the limits of the data, hypotheses one and two were
supported. Of the 158 persons expecting estimated retirement
incomes from five or more sources, 59 percent were in the higher
range of expected retirement income ($6000-~$10,000 and over) and
only 13 percent in the lower range ($0-$5999).

The data did not distinguish between all variable and fixed
dollar sources of expected retirement income inasmuch as stocks
and bonds were combined into one category and Teachers Insurance
" and Annuity Association and College Retirement Equities Fund
combined in another. However, the results of the statistical
‘ testing of the second hypothesis strongly suggested the existence
of a significant relationship between the estimated retirement
income and the amount of that income derived from variadble dollar

sources.
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Hypothesis three was neither supported nor negated by the
data, since information on when the older respondents started
their financial planning was not available. The analysis of
the data does show a trend in the timing of the accumulation of
assets in relation to age. JYor the respondents under 50 years
of age, real estate and life insurance were the major areas of
investments. For those persons over 50 thofo wvas a considerable
increase in investments in stocks, bonds and savings, real estate
remained fairly constant, and life insurance became less impor-
tant as the age of the respondent increased.

The evidence suggests some important implications for those
interested in the teaching of family financial management., Among
these are the need for encouraging an active interest in including
preparation for this part of the life cycle in the family financial
plans long before the actual retirement age is reached, and for
emphasizing the necessary skills for making and carrying out

realistic financial retirement plans.
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CHAPTER 1

INTRODUCTION

Retiremwent is a counplex phenouenon == no one area of
study can deal with all of its rauifications. The basic
problem is one of change. Eugene Freidman and R. J. Havighurst
have identified five functions of work and employment as
providing for incoume, expenditure of time and energy,
meaningful life experience, social relations and 1denttty}(28)
Retirement neans that a substitute must be developed to fill
these functions if a successful adjustment to retirement is
to be achieved.

A study of this portion of the life cycle is becoming
increasingly important as this segment of the population
becomes larger., In an investigation of the changes in social
and economic characteristics of the 65 and over age group,
Maria Davidson found that while the population as a whole
bad increased two and one~balf times between 1900 and 1960,
the 63 and over age group had increased more than five
times. (13) In an article reviewing recent research projects,
Otto Reid sets the proportion of the population in the 65
and over age bracket at slightly more than nine percent of
the total population.(24) Elaborating further, in 1900 a

man of 60 could erxpect less than three years of retirement,
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but by 1961 a man of 60 could expect more than eight retire-
ment years.(6, p.117) The lengthening of the retirewment
period adds to the complexity of the problems faced by this
group of people, their families, and, indeed, the soclety
48 a whole.

Harold L. Orbach and Clark Tibbitts, writing in the
introduction to & collection of essays on aging, say, "The
dranatic impact which aging has thus had and.continuen to
have upon the economy 1n'oconomic terms is matched by the
corresponding ixpact on the political and social structure
of iociety. Questions of ecbnomicc are rapidly transforued
into questions of social policy and underlying these are
basic political and social values." (5, p.1l1)

Retirement means a change in the socio-psychological

situation of the individual. ¥riting in the International

Social Science Journal, Hans Thomae sees the relationship

between aging and adjustment as & problem of the whole life-~
span. He states that changes of this type call for many
adjustunents and that success in making these adjustments
depends on an individual learning, with increasing age, "the
art of making comnpromises with his imperfect life."(28) Peck
identifies the most important factors in a successful adjust-
ment fo old age as "developing a varied set of activities

and enriching attributes” so that after the individual leaves
the labor force he has provided himself with a set of alter-
natives that can be pursued and that will provide a sense of
satisfaction and £111 the hours that were formerly filled by
work with other worthwhile activities.(28)
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During the life cycle stages which precede retirenent,
roles and status are fairly well defined. Through education
and social activities, the individual prepares for changes
throughout the growing up and employment periods. In contrast
to this, soclety providos no preparation for retirement. The
social definition of old age is abrupt and there is no schooling
to prepare for this drastic change. Many find the reduction
of roles and the decrease in the number of groups to which
one belongs very upsetting. The old tend to be imsolated,
and very often isolated from the values wmost prized by
Americans, such as achievement, success, activity, work and
progress. (17)

Retirement has other implications. Studies conducted
in 1948 by Sheldon, in 1953 by Batchelor, and by Anderson
and Cowan in 1956, state that in many instances retirement
is actually harmful to health,(20) Other studies show
increases in 1llness in the ten years prior to retirement
and also indicate that physical illness at this time of life
is highly psychological and related to the imminence of
retirenent. (20)

These studies show only a few of the many adjustment
problems faced by the retiree. They indicate the far-reaching
nature of the changes that must be net, and the importance of
thorough preparation for this stage of the life cycle.
Obviously, there is no one solution to assure successful and

happy retirement years; the White House Conference on the
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Aged stated, however, that the factor that seems to provide
the most help toward this goal i3 an adequate and assured
incowe. (6, pp.117-123)

Since the 1930's wany improvements have taken place in
the form of income maintenance programs to insure sone incoue
to the aged. Even 80, by today's standards the level ofvllving
for a great many of these people is far below that of the
younger segments of the population.

For most persons who have completely left the labor force,
Social Security alone, or in addition to private pensions from
their places of employment, makes up all or the major portion
of retirement income. The benefits paid to the retired and
the aged survivors vnder S8ocial Security and related income
maintenance programs have increased since the initiation of
the programs, but at a slower rate than the increase in average
incoue of the total population., As a result, the retiree has
had a smaller share of the total consuner income in each of
the years since 1945 than he <id in that year.(7, p.93)

Money incoues are meaningful only in terms of the goods
and services they can supply. Since 1946 there has been &
significant inflation, and consequently dollars'havo bought
less and less. Most private pensions provide for fixed-income
paynents and increases in Social Security benefits have not
kept pace with the rising cost of living. Therefore the
burden of inflation weighs heavily on most retirees.

Family economics must concern itself with learning more

about the financial position of this group of people. The
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retired make up an increasing proportion of the population,
Their savings and investment programs initiated earlier in
the life cycle have an important influence on their period

of retirement, A realistically planned program, if developed
during the productive years, can have far-reaching effects on
the financial position of retirees. It is the task of family
economists to help persons becore aware of these facts and to
provide information for making and carrying out such plans.
The purpose of this study is to analyze the expected retire-
ment incomes and the financial plans for retirement of a
group of Michigan residents. This analysis will provide
valuable information about the plans for retirement incone
wvhich are being made by employed persons in the three decades
prior to retirement. Analyzing the timing of accumulation of
pension funds, assets, and the size and composition of the
expected retirexent incoue, by age categories, will provide
information about the long=-range retirement plans of this
group. It will also show the kinds of supplemental retirement
income that have been included in retirement planning, and

suggest the age at which such planning is most effective.
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Objectives

The objectives of this study are:
1. To study the anticipated financial resources and
plans for retirement of a selected group of Michigan residents.
2. To draw implications from the findings for teaching

fanily financial management.

Hzgotheses

1. A significant relationship exists between the esti-
nated retirement incoxe and the distribution of sources that
zake up the expected retirement income.

2. A signifticant relationship exists between the esti-
mated retirement income and the amount of that income that
comes from variable dollar sources.

3. The higher tha_expected level of estimated retirement
incon:e the earlier tdbe retirement income planning occurred with

respect to the age of the reciplents.

Operational definitions

l, Estimated retirement incoue: This is the sum of the
respondents estimation of the amount he will receive from the
following sources afigr retirement (university pension,
TIAA-CREF, Social Security, Civil Service, State of Michigan,

royalties and patents, and other sources).
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2. Potential estimated income: This is made up of the
estimated income plus the potential yield from the following
assets (cash value of life insurance, savings, and stocks
and bonds). This yield is computed by projecting the sum of
these assets at four perceat per year.,

S. Modified estimated incowe: This is made up of the
estimated income minus the incoume from the category termed
"other sources."

4. Social Security: This term, as used throughout the

text, refers to the 0ld-Age and Survivers Insurance program.



CHAPTER I1I
REVIEW OF LITERATURE

There is much literature dealing with the financial
position of the aged citizen, 8tudies show both the income
distribution for the aged and the sources of this incore.
However, little information is available on plans for retire-
ment., Lenore Epstein discussed some of the problems in
assessing the economic status of the aged in the United States
in a paper presented at the fiftieth International Congress
of Gerontology. Retirement brings a cash income reduction
but this is partly offset by savings and property. This pre-
sents the problem of how to "add" assets to current income
for a real measurement of economic status. Another problem
arises from the fact that not all studies use the same termi-
nology and, thus, comparisons between studies &re difficult.
However, a broad generalization emerges: that "aged persons,
families or spending units whose incomes are lowest and who
would benefit most from assets that could be converted into
cash are the least likely to have them." (9, p.248)

The review of literature falls into five natural divisions,
made up of: incone distribntion, sources of income, assets,

impact of inflation and preparation for retirement.
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Incorme Distribution

A very high percentage of persons 65 and over bave incomes
far below the latest estimate by the Bureau of Labor Statistics
of the amount required for a moderate living standard ($3840
for the aged couple with the head of the family 65 or older
in late 1966).(40) Different studies provide somewhat different
income distributions because of variations in definitions of
spending units, but 2ll agree on that point.

The 1960 census includes 15 million persons 65 and over
who were not residing in institutions. The individual income
distribution of this group shows 55 percent with incomes of
less than $1000, 23 percent with incomes between $1000 and
$2000 and nine percent with between $2000 and $3000 per year.
Only 13 percent received more than §3000 per year, Of the 6.2
million faxilies in this survey with the head 65 or over, more
than half had incomes under $2830 and one-fourth had less than
$1620 per year, (34)

Gladys White found, in research conducted in 1661, that
the incomes of the 65 and over group were less than half
those of younger persons. In spite of increasges that had
taken place prior to her study which improved the income status
of the aged, the economic gap between the old and the young
widened. The median money income in 1961 was listed as $3028
for the older familiaes and $6059 for families in which the

head was under 65 years of age., Of the total of 6.7 million
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older fawuilies in the study, 31 perceant had incomes of less
than $2000 per year. This same research reported that, among
single consuming units, three percent of the 7.5 million males
and 21 percent of the 9.1 unillion females had no money income.
The median income for single women 65 and over was $854 per
year. (32)

White also listed three factors involved in the unfavorable
incone position of the old. These were: a lack of euployment
earnings, fewer incone recipients in the family, 2nd a prepon=-
derance of women among the old. (32)

The 1$61 Survey of Consumer Finances examined the income
position of spending units. A spending unit was defined as
"a group of persons residing together who are related by
blood, marriage or adoption and who pool their incowe.” (3, p.70)
The propertion of spending units with incones less than $3000
headed by persons from 55 to 64 years of age is twice that of
spending units with the head from 44 to 54. This proportion
nearly doubled again for the units where the head is 635 or over.
Sixteen percent of all spending units had incowes of under $2000
per year and of this incoue level 47 percent were spending units
where the head was 65 or over.(5, pp.73-74)

Findings from the 1963 Survey of the Aged show that the
riedian income of couples with the head 65 or over was $2875
and single persons in this age group had median incoues of
$1130. Fawmilies in this aged group made up one-third of all
families counted as poor.(15) By the 1963 Bureau of Labor
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Statistics standards, 58 percent could have provided a "modest
but adequate" level of living for themselves out of their
actual 1663 incorxe, six percent could have met this level by
prorating their assets (not including their house) and adding
to their money income. This left 36 percent below this level
and who could not be considered economically independent. (10)
To maintain this "modest but adequate'" level of living an
aged couple needed $2500 per year.,

Mollie Orshansky looks at poverty among the aged using
the United States Department of Agriculture econouy food level
as & basis for identifying the poverty group and determining
& total miniwmum income requirement for different types of
families. This economy food level as of January, 1964
provided for foods costing $4.60 a week per person, It amounts
to 75 to 80 percent of the United States Department of Agri-
culture basic low cost food plan, which has been used for many
years by agencies concerned with needy families as a basis for
food allotmwents. The econouy plan was designed for "temporary
or emergency use when funds are low."(39) The computation
involved in using this food level to determine a definition
of poverty uses the cost of food per person, adjusted for
family size. It defines poverty as "income less than three
times the cost of the econouy food plan for tamilles‘ot three
or more persons." A standard of roughly $3130 per year for a
four person fauily results. Orshansky suggests this method

as an eligibility criterion for some poverty prograns,
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However, most of the aged persons live in either one or two
unit households and this presents added problems. Households
of this size have relatively larger fixed costs relative to per
capital income. At the economy level, the two nember family
requirgs about 54 percent of the four person allowance and the
added diseconouy of the single person household demands an
income of 80 percent that of the two member family. Orshansky
suggests the poverty cut off level at $1855 for the non-farm
couple aged 65 and over, $1480 for the male, and $1465 for the
fenale single unit households. (39)

According to Orshansky's statistics there are 34.6 million
poor and among them about 5.2 million aged persons. The poorest
of these are the elderly relatives living in homes of younger
family mewbers. In March, 1964, there were about 2.5 million
with these living conditions. Naturally there are many reasons
for arrangenents such as these, but the financial position of
thosq’borséns was a major factor. (39)

In 1963 more than 40 percent of the men and 80 perceut of
‘the women living alone had incomes below the oco;omy lovof.

If the aged poor from all living arrangements were added, those
living in families too well off to be included in the econonmy
level, the number would rise to almost 7 million. Orshansky
concludes, "Two-fifths of the population aged 65 or older (not
in institutions) are thus presently subject to poverty, or
oscapiég it only by virtue of living with more fortunate
relatives." (39)

f Xt
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Epstein sees the low income of the aged as caused in large
measure by the fact that so few of these people are employed.
Her research shows that in 1960 only one-sixth of the men 65
and over worked for 50 weeks or more and only 43 percent worked

at all during the year.(8, p.95)

Sources of Income

A closer look at the sources of incone reveals that employ-
ment plays an important part in the aggregate income of the
aged in spite of the fact that only a few are full time employees
and that less than bhalf are part time workers. In 1853 the
largest single source of income of the aged was regular ewploy-
ment.(16) Between 1947 and 1952 the average monthly percentage
of men over 65 in the labor force declined from 47 percent to
42 percent. During the same period the proportion of aged
dependent in whole or in part on social insurance and related
benefits almost tripled. (16)

A staff report to the United States Senate special committee
on aging provides a break down of the number of persons receiving
public retirement benefits in 1961. This report shows 11
million receiving Social Security benefits, 2.3 million receiving
Old Age Assistance and three-quarters of a million receiving
assistance to supplement Social Security payments. This survey
found that noq} of those aged who were employed also received
Social Security benefits. (34)
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The 1963 Survey of the Aged reports that earnings still
make up a sizable share of the income of the aged. 1In 1962,
32 percent of the aggregate money income of all persons and
their spouses aged 65 and over came from earnings from either
part or full time work.(15)

Benefits from public income maintenance programs made up
43 percent of the total aggregate money income of the aged.
Of this amount 30 percent came from Social Security benefits,
twelve percent from puhlic assistance and four percent from
veterans benefits. Benefits from private retiremeant programs
accounted for about three percent of the aggregate. There is
much overlapping in this area of sources of income.(15)

0l1d Age Assistance was reported more often by the non-
married than the married persons 1n.the 1963 survey. Nearly
80 percent of the couples and 80 percent of the non-narried
reported incoze from some type of income maintenance program,(15)

David Eppley reports that the liberalization of the incoue
maintenance provision of the Social Security Act in 1950 and
further changes in more recent years have expanded the coverage
of this program by reducing the eligibility requirenents and
raising the benefit levels. This has increased the number of
recipients of Old Age Assistance and also the proportion that
receive this aid concurrently with Social Security benefits.
The number of persons receiving both Old Age Assistance and

Social Security benefits rose from 143,000 in June, 1948 to



816,100 in February, 1963. However, even with this large
increase the group receiving both benefits is declining in
proportion to all Social Security beneficiaries.(14) The
averuge payment to Old Age Assistance recipients in 1563 was
$85.79 per month and for those on both prcgrans it was $107.09
per month, (14)

The states liuit the payment to the Old Age Assistance
recipients(14) and an individual must be in need as defined
by the state in which he resides to qualify for this income
maintenance program.(21) White defined being in need as baving
"{nsufficient income or other resources to meet the requirements
necessary to maintain a standard of living cowmpatible with
decency and health." More than half of the states failed to
meet this definition of need. 1In 1960 the unmet needs of the
Old Age Assistance recipients averaged $9.48 per person par
month,. (31)

Next as a source of funds for the 65 and over group were
interest, dividends and rents. These items made up fifteen
percent of the aggregate money income. Slightly sore than
three~-fifths of the total persons in the survey reported some
income from these sources, but for more than half of this
nunber, the amount received was $150 per year or less.(13)

It is clear that the two main sources of income for the

aged are continued employment and pension benefits. However,
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continued enploynxent, as an option, may not be open to all.
There is a small group of older people, nade up uainly of some
professional and craft groups, that have such rare skills that
they can continue in their work as long as they are capable of
working or wish to do 80.(8, p.36) Gthors may be able to
extend their enploynent for a few years past the age of 65 if
they so desire, but these too are nainly professionals. 1In
nost employment situations retirement at 65 is compulsory, so
continued employnent for these individuals means finding a new
Job. This majority of clder workers Lave no special skills,
(5, p.36)

A study by Davidson investigating changes in labor force
participation of the aged found a gradual decline to age 64
and after 64 a sharp drop in the number of persons in the labor
force. (13)

Research findings described by J. A. Jaffe and J. R.
Milavsky indicated that it was much more difficult for the aged
to 2ind new jobs than it was for younger workers. Among the
reasons for this were the reluctance of the employers to hire
the aged and much less voluntary mobility displayed by these
vorkers. This was also found to be true of the group just
under the retirement age. The unemployrient rates were high
for those close to retirement age and a large proportion of
these persons exhausted their unemploywent benefits.(9, pp.279-
£€3) Some of the 65 and over age group may be denied an

opportunity to work for reasons of health,
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Palnore reports that in 1962 three out of four aged did
not work. Even so, there were more aged workers in 1962 than
in 1830, but because of the greater total number of the aged
they represented a proportional decline. BFHe also found that
the proportion working full time decreases sharply with age.(23)

A recent survey of activities of old people in Benzie
County, Michigan, conducted by Jeannette Sha..ko, f.und that
tvo=-f£1fthas of the male sged were still engaged in either full
or part time employment, but t;at oniy those engaged in agri-
culture and related occupations had continued to work in the

same occupations after retirement age.(8, p.68)
Assets

The asscets of the retiree, accumulated during his productive
years, mnake a potential source of income. There is general
agreenent throughout the studies dealing with this topic that
nost of the savings of this group of people are tied up in homes
or life insurance rather than in forms that produce an income or
are readily convertible into cash., The studies support the
general conclusion that those most in need of supplemental
incores are least likely to have any assets.

A 1959 Federal Reserve Board survey investigated the liquid
assets (defined as bank accounts or savings bonds) of soue 8
million spending units with the head of the unit 65 or over.

The findings showed that 29 percent had no assets of this kind,
17 percent had $500 or less, 21 percent had from $£500 to $2000



18

and 33 percent had over $2000. ! VWhen these percentages were
related to income, it was found that in the units with an income .
of less than $3000, 47 percent had leas than $200 in liquid
assets and 44 percent had assets of $500 or more. Only eleven
percent of the total aumber of spending units owned any cor-
porate stocks and bonds or marketable goveranment securities.
All of this eleven percent were among the group that reported
having at least $2000 in other liquid assets. (34)

Data from a Michigan survey show very similar findings.
This study was conducted by the University of Michigan and

published in Study of Hospital and Medical Ecomomics, lMichigan

Population Survey.(9, p.246)
Epstein sees the relationship between assets and income

&8 not unexpected since both income and assets available after
retirement are related to the earnings of earlier years and to
the opportunity afforded by these earnings to accumulate savings.
Furthermore, the extent to which these assets are income pro-
ducing affects the potential income after retirement. (9, p.249)
The 1963 Survey of the Aged found that the vast majority
of the aged had small asset holdings.(15) These people either
found it ixpossible to save during the years before retirement
or their savings were used for other purposes. Reasons given
in the survey for using retirement savings were emergencies,
education of the family, or to help their children to establish
a home. This study found that the value of all assets (including
all real property other than homes) amounted to less than $1000
for two~fifths of the aged couples. Thirty percent of the aged
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cduplon had holdings worth $10,000 or more, while less than 30
percent of the non-marrieds had assets of as much as $5000.
These findings indicated that few aged spending up}tl had
financial assets such as savings, checking accounts, stocks,
bonds and money loaned to othergthat could be drawn on in case
of emergency or for current living expenses,(15)

Charles Lininger, using the 1961 Survey of Consumer Finances
as the source, reports that one-fifth of all spending units with
the head 65 or over had assets of under $1000 or none at all,
About 40 percent of the aged group in this study with incomes
below $2000 had "very limited"” assets.(5, pp.74-78)

Life insurance is a fairly common asset among older persons,
but & government study done in 1961 found this type of saving
less often among the 635 and over aged group than among other
age groups, Seventy-nine percent of all spending units owned
life insurance as compared to 56 percent of the units where the
head was 85 or over. The general conclusion was that the policies
of the aged wvere of relatively low face value and many bhad no
cash surrender value. These could be used to pay burial cost
or to meet some of the bills of terminal illness, but would not
help meet current expenses.(34) Insurance holdings of Social
Security beneficiaries wvere analyred in this study. Seventy-
one percent of the married beneficiaries carried some life
iasurance with a median face value of $1850, Fifty percent of
the non-married beneficiaries carried insurance with a median
value of less than half that amount., Only nine percent of the
married beneficiaries had insurance valued at $5000 or more.(34)
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Home ownership is the most common form of saving for the
aged. The 1959 census data shows 68 percent of the non-farm
aged owned their own homes and of these, 83 percent were owned
free and clear. This data also found that, among the aged group
with liquid assets of $200 or less, half lived in rented
housing or shared the homes of relatives. (34)

The 1863 Survey of the Aged reported home ownership for
three~-fourths of the couples in the 65 and over age group and
for two-fifths of the aged non-married.(15)

Epstein concludes that a paid-up home is a financial
advantage enjoyed by many.retired persons, but here too, as
was the case with the other assets, those with the most limited
financial resources are the ones least likely to have this

advantage. (9, p.253)

Iupact of Inflation

It was found at the White House Conference on Aging that
the question of inflation worried those individuals who wvere
retiring as much or more than any other problem they would have
to face. (5, p.218)

In the past, the farm or small businesses played a prominent
role in the income for the retiree, but today dependence has
shifted from such money incomes to savings, the benefits from
Social Security, and/or private pensions. To a great exteat
these are fixed-dollar incomes, and this, conbined with the
longer expected retirement period, makes the effects of inflation

very serious.
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Adjustments in differing degrees and at different time
intervals have been made in most public income maintenance
programs. Old Age Assistance programs and Social Security
benefits are among those that bave been adjusted. For example,
the White House Conference on Aging reports that a man retiring
in Decenber, 1940 would have received Social Security benefits
of $22.60 per month. As a result of adjustments in Social
Security payments & man retiring under the same conditions, in
December, 1959, would have received $35.00. In terms of 1959
dollars the buying power of the 1949 $22,80 would have provided
$47.10 worth of goods and services.(37)

Relatively few private pension plans make auy provisions
for inflation adjustments nfter retirement. However, a few
plans of this type provide for an automatic adjustment to the
consumer index.(37)

What these reports reveal is that many programs provide
only a minimum level of living, and this fact makes the effect
of any lessening of their purchasing power a serious problem
for the aged. Data were not available to show what changes
the aged make in their spending patterns when prices rise.(37)
Both Goldstein and Youmans found that the aged were more success-
ful 4in living with available funds than were other groups, but
concluded that this may in fact be due to having no other
choice. (2, pp.56-63; 33)

Inflation affects the value of savings as well as income.
Most kinds of financial assets are much more subject to loss in

value than is income since there is a much greater time lag
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between the acquisition of the savings or other assets and the
tixe of liquidating and spending them.(37) The greater this
tiwe lag the greater the possibility and degree of loss due to
inflation.

Debt can be used as one form of hedge against -inflation,
but the aged are at a disadvantage in using it effectively.
This 48 truo because the aged find it difficult to obfain credit.
They are considered a poor credit risk since they have lower and
less dependable incomes as well as a short life expectancy. The
Federal Reserve Board survey found only 31 porceqt 0f the aged
reporting any debt as compared to 68 percent of all age group.(37)

The Rational Advisory Committee found that while home
ownership served as noun-money income and in a sense was a hedge
against inflation, it failed to give as much protection as
might be expected. In times of rising prices this non-money
income was reduced through rising taxes and higher maintenance
costs. The increased value of the capital assets only partially
offset this increase. This survey reported median value of the
equity in home ownership for the aged at $8100. The National
Advisory Commuittee report indicates that fear of inflation may
be a factor in the postponement of retirement when this option
is possible. (37)

Compounded over the past ten years, prices have risen about
one and three-fourths percent per year. A conservative estinmate
of the price increases between now and 1975 are set at one and

twvo~tenths percent per year. These statistics show how important
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it is fur the individual to include plans hedging against
inflation when making hias retirement plans.(21)

Preparation for Retirement

In general, the literature points to the advisability of
careful planning for the retirement years. In a study con-
ducted at Cornell, William 3993,‘9"9d that individuals were
uore willing to retire if retirement income was expected to be
high. The reluctance to retire seemed to be less related to
negative feelings toward the new activities that retirement
would bring than to feelings of apprehension over the economic
position it would bring.(24)

Similarly, Aaron Kkosenblatt found that both the amount
and source of incoxe have an important social and psychological
effect on the aged. -'Social Security benefits were looked upon
as'"rewards and earning of past efforts."” However, there was a
feeling of inferiority by many recipients of 0ld Age Assistance
programs, (26)

A study by Dorothy Wedderburn and recent research projects
reported by Reid indicate that the aged individual sets a high
value on being able to help himself and meet his own needs.
(30; 24) A portion of the subjects in the Shadko study offered
recomnendations to persons in the younger age group looking
toward their retirement period. Included among these suggestions
was the planning of financial arrangements for the retirement
years.(8, p.692) 1In each case, 3 key point of the research find-
ings is the desirability of careful comnsideration of the finan-

cial problems of retirement during the working years.
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Research, by George Katona, dealing with the saving
behavior cf individuals taking part in private pension plans,
indicated that, contrary to expectations, these plans did not
reduce the amount of money regularly saved. 'Thoro were 1853
nale hoads of fanilies in this study all of whom had incomes
ol $3200 or more per year, Forty-two percent of the subjects
woere covered by private pension plans, 52 percent were not
and six percent were uncertain of their status. Responding
to a question dealing with the ratio between retirement
incone and curreat iccome they expected to receive, only one
in ten rgplied tihat retirewent incomes woculd be 70 perceat or
more of their current incone. Those with bigh level incomes
felt their retirewent incomes would amount to two or three
tiﬁes more than Social 8S8ecurity. Tbe lower level group
thought thelirs would equal or be less than Social Security.
One out of eight felt they would have problems getting along
on their retirement income, All persons in the study were
expecting a reduction in expenses at retirement. (24)

Guldstein found expenses for the aged group less, but
alsdo found that the aged as a group were spending a higher
percent of their income for food and medical attention as
corupared to younger aged units, Housing and household main-
tenance also increased slightly as a percent of total income
while clothing, transportation and furnishings remained the
same or drcpped. (2, pp.276-77) This study also found those
with higher incomes at retirement tend to follow more closely
the patterns of spending they held before retirexzent and that

reduced income forces & sharp change in these patterns. (2, pp.56-60)
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The Shultz investigation, reported upon by Reid, focused
on industrial counseling programs as an aid for retirement
preparation. Of the 1601 plants responding, slightly more
than eleven percent had such programs. Seventy-three percent
of these used personal counseling and the remainder made
information available or had group meetings. The results of
this study indicate that when counseling was available the
individuals knew more about the company policies and prograums,
were more involved with planning for retirement, and had more
favorable expectations for the future, (24)

Reid sees economic status and health as very significant
factors in successful retirement. The behavior of an indivi-
dual prior to retirement and the anticipation of retirement
also effect this adjustment. In regard to planning prograns

he says:

Those who successfully plan ahead are
most likely to find their retirement status
satisfactory. What emerges from several
studies, however, is clear evidence that
planning is not simply a matter of indivi-
dual decision. It is also in good measure
a function of ability to plan ahead and to
convert speculative plans in actual con-
crete steps capable of influencing a future
situation....Those who have at least moderate
economic resources seen to be the ones who
are most disposed to make additional finan-~
cial arrangements for their retirement.

It appears also that failure to plan pro-
perly for the future is a function of
inadequate knowledge concerning what can
be done. VWhen individuals are provided
with expert advice and counseling on pro=-
blems of age they seem eager to make use
of the services and appear to benefit

from them, (24)
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Judd Marmor and A. L. 8S8chorr see linitations in the
freedom of the individual to plan for retirement. Schorr
discusses the factors that affect life income and thinks
that they are largely established by the wage earner's mid-
twventies. Education is the most decisive factor limiting
the income of the individual,(27) Marmor focused on the
stress and growing economic burdens associated with the
period of middle age.(19) These factors affect the ability
to make financial plans for retirement during this part of
the life cycle.

leaving the work force should not mean retirement "from"
1ife but retirexient "to" a new kind of 1ife with opportunity
and freedom to enjoy useful activities that financial security
will make possible. Despite this, the literature reviewed is
consistant in finding the income position of most retired
persons inadequate for comfortable living. The sources of
large proportions of the income of retirees are of a fixed-
income type and hence real income is reduced by inflation,
These facts point out the importance of making plans to
supplexent retirement income if at all possible. Little
information is available concerning what planning is done by
fanmilies prior to retirement and when such plans are formu-
lated relative to the age of the head of the family.

This study will focus on the investaments that have been
nade and the amount and sources of retirement income expected

by a group of Michigan residents who are curreatly in the
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labor force. It will attempt to look at the possible effects
this investment planning will have on their retirement income

and to identify strengths and weaknesses in this planning.



CHAPTER III
METHODOLOGY

The data used for this study were originally collected for
another purpose, by means of a mailed questionnaire. The
respondents were comprised of 403 employees of a midvestern
university. Questionnaires were sent to many types of employees,
such as food services, grounds xaintenance, and clerical, as well
as professional persons. No attenpt was made to distinguish
between the married and non-married or to divide the respon-
dents according to sex. Four age categories were used to
divide the subjects. These were: (1) under 40; (2) 40-49;

(3) 50-64; and (4) 65 and over. The distribution of the
respondents by age category was as follows: under 40 - 3.9
percent; 40-49 - 11.2 percent; 50-64 - 50.1 percent; and 65
and over = 35 percent. Findings will pertain only to this
group of persons and no attempt at broader generalizations
wvill be made.

Only a limited number of the questions included on the
questionnaire were applicable to this study. A'copy of the
questions uised for this study are fuuni in Appendix A. These
were taken from the original questionnaire.

The coding and organizing of the data were done by machine.
Tvo sets of cards were punched, one to record the questionnaire
data for each respondent and the other to recode this data into

the selected classification.
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The first question used, number three on the questionnaire,
was one pertaining to the age of the subject. Responses to
this question were recoded to give the four age categories:
under 40, 40-49, 50-64, and 65 and over.

Responses to questions 54 through 60 on the questionnaire
provided information concerning the sources of the subject's
expected annual income after retirement. These sources were:
university pension, TIAA-CREF, Social Security, United Etates
Civil Service Retirement, State of Michigan (as pudblic school
teachers), royalties and patents, and other sources. These
sources, with the exception of the last two categories
represent income that accrues from automatic and set contri-
butions to retirement funds during the subjects' period of
employnment. The recoding of these questions consisted of
computing mid-points of the money range which the respondent
indicated he expected from each source. The mid=-points of
the seven itexs were added and this sum was used to indicate
the respondent's estimated income level. This procedure was
carried through for -each subject, thus classifying each sub~
Ject into one of six estinated income categories. The age
groups and estinated income categories were the two general
classifications used for analysis throughout the study. A
series of tables wereo constructed by machine for the seven
sources of estimated income, one sgeries for each of the four
age groups. The tables were used to analyze the sources of
estimated retirement income with respect to age group and
estimated income category of the subjects.
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Using these tables, the aggregate income was determined
for the seven sources of income of each of the six income
categories within the age groups. Percentages were computed
to see what percent of aggregate estimated income each of
these sources represented.

Question 62 indicated the value of the real estate held
by each subject., These data were not recoded, but tables were
constructed by machine putting this information in relation
to the age group and estimated income category of each
respondent,

Questions 63 through 65 dealt with the cash value of
11fe insurance policies, present market value of stocks and
bonds, and savings accounts. These three items were taken
as the subjects' individual financial preparation for retire-~
ment, This information was recoded and analyzed in the sane
manner as that dealing with expected annual retirement income.

A total retirement preparation was determined for each
incoxe category in the three highest age groups by adding
the mid-points for all three assets. From these totals the
meaAn retirement preparation for each income category in the
age groups was computed. To determine the potential annual
return from these investments, this mesn was projected at
four percent., The mean potential income was computed by adding
the mean estimated income and the figure obtained from pro-
Jecting the mean rotireﬁent preparation at four percent. In
this way the effect of individual financial retirement planning

could be analyzed in relation to age and estimated income

category.
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The final two questions used, numbers 66 and 67, indicated
the amounts the subject owned in trust accounts and had
invested in personal property including household goods and
automobiles. These data did not prove to be useful, and these
tables were not included in the study. Instead, the infor-
mation wvas summarized in the text.

Two problems arose in working with the investment items.
The questionnaire made no provision for a separate zero
investment for any of the investment items. The first range
in the questionnaire was $0 to $5000, It was assumed that the
majority indicating that response would have zero investments.
Thus, this response was taken as a zero investment for all
investment questions. As a result these data will be some~
what inexact, but it is hoped that they will be less so than
they would have been had this response been computed as a
mid-point as was done for the other responses.

The other problem concerned the computing of potential
incomes. It became evident in working with the data that the
category described as "other surces" might well include
sizable amounts of income from the investment sources that
were being used to determine retirement preparation such as
interest from savings accounts and bonds and dividends from
stocks. If this were, in fact, the case, then adding the
projected return from the investment to the estirmated income
wvhich already contained income from these investments would
lead to a highly distorted potential income figure. This
would be especially true in the case of the 50-64 and the 65
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and over age groups, where the income reported from these
"other sources" was high. It made up 18 percent of the total
estimated income in the case of the 50-84 age group and 38
percent of this total for the 65 and over age group. It was
not possible to tell by the responses of the subjects whether
the income from investments was considered annual income or
remained in the investment increasing its value. This too,
would result in error in potential income.

8till another source of error within this general category
is the fact that not all respondeats would have determined
this income in the same way. In order to keep this distortion
to the sxallest amount possible, the income that was received
- fzom the "other sources” wvas not included in the potential
income. The amount received from this source by persons in
each separate estimated income category was subtracted from
the total estimated income for each .category. Thus, the
modified estimated income was used in determining the potential
income and in the tables comparing estimated and potential
incomes. This modified estimated income was made up of only
six sources consisting of; university ponlton.; TIAA-CREF,
Social Becurity, Civil Service, State of Michigan retirement,
and royalties and patents.

VWVhile this procedure will not do away with all error it
is hoped that it will reduce it to a minimum by treating all
respondents in a consistent manner and in this way give an
accurate relative relationship between the estimated income

and the potential income. Consequently, more realistic
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comparisons can be made between and among the four age groups
in looking at the results of financial planning for retirement.

All age groups were combined and the six estimated income
categories were reduced to twvo to provide the best test of the
hypotheses. The two new estimated income categories were made
up of expected incomes of from $0 to $5999 and from $6000 to
$10,000 and over. This handling of the data resulted in an
adequate number of respondents in each category to obtain an
accurate statistical test. The Chi-square test was used to
test the hypotheses for statistical significance. A one
percent level of significance was accepted as supporting the
hypotheses.

To obtain the distribution of sources of expected retire-
ment income for testing hypothesis one, the number of sources
making up this income, with the exception of the "other
sources"” category, were added to the number of investment
sources for each respondent. The '"other sources” category
was not included in order to avoid diuplication. The respon=-
dents were then sorted as to wvhether they had less than five
or more sources of expected retirement income.

The data for constructing the tables for testing hypothesis
tvo were taken from the machine made tables concerned with the
variable dollar sources of retirement income. The cells were

combined to give the selected classification.



CHAPTER 1V

FINDINGS AND ANALYSIS

In this chapter the findings, classified by the four age
groups, are discussed and analyzed. The sources of estimated
incone are analyzed and where possible comparisons are made
with findings reported by the 1963 Burvey of the Aged. This
survey refers to the actual sources of retirement income for
the aged, as of 1962, The individual retirement plans which
consist of the investments made by the individual are analyzed
and projected at an annual yield of four percent per year in
order to look at the potential supplemental retirement income
this financial preparation for retirement represents. For
comparing the assets of the persons in this study with the
persons of retirement age in the general population, dita from
the 1960 Survey of Consumers Finances and from the 1959
Federal Reserve Survey of Consumers Finances will be used.
These too, deal with the actual assets held by the aged as of

these dates.

Under 40 Age Group

The smallest number of respondents, 16, were in the under
40 age group. All of these persons reported estimated incomes
at retirement of less than $8000 per year. Tables 1-8 show the
five sources of estimated income reported by this group and the
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amounts expected from each source. An analysis of these
findings shows that the expected return from Social Security
benefits, as & percent of the total estimated retirement
income, 18 scmewhat less than that received by the persons

of retirement age in the population as a whole. The 1963
SBurvey of the Aged found Social Becurity making up 30 percent
of the total retirement income (15) while these 16 respondents
expected about 25 percent of their total estimated retirement
income to come from Social Security benefits.

However, in looking at this source on an individusl basis,
& different picture emerges. Only six persons out of the
total of 16 reported expecting any return from Social Security,
this is an extremely small percentage. L«gically all such
persons should expect some return from this source upon retire-
ment.

The private pension analysis also shows that only a few
of the 16 persons in this group will benefit from this source
of income at the time of retirement. Two persons reported
expecting a return from university pensions and six persons
from TIAA~-CREF. While most of the retirement income expected
by this group as a whole came from private pensions, only half
of the group shared in this benefit.

One person reported an expected retirement income from
Civil Service. None of the group expected retirement benefits
from the State of Michigan or payments from royalties and
patents. Three persons rbportod expected retirement income

from "other sources."
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In the area of investment assets, four persons reported
a cash value of life insurance at more than $5000, three persons
reported owning stocks and bonds in amounts of more than $5000,
and four persons reported savings of more than that amount. A
mean of the investments of this group produced a highly dis-
torted picture since one individual reported a very high invest-
ment in each of the three types of investments. This signi-
ficantly raised the mean as all of the other amounts reported
were in the lower range. Tables 6-8 show the amounts invested
by the individuals in this age group by estimated income
categories.

One-half of the subjects reported no real estate holdings.
8ix reported holdings averaging $20,000 in value and the two
resaining subjects had boldings averaging $40,000 in value.
These two persons were both in the $6000-$7999 estimated
retirement income category. Table 9 shows this investment
for each estimated income category by the value of the real
estate owned.

looking at the investments in relation to the estimated
income category shows that the persons at the $6000-$7999
income level own slightly more assets tnan those at any other
single income level. Three persons in this group own real
estate as compared to two persons in any other single level,
three report 1life insurance, two report savings, and two report
stocks and bond holdings as coupared to one for each of these
assets at a lower estimated income level. These figures

assune an investment from $0-$5000 as a $0 investment.
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One subject in the under 40 age group reported owning a
trust fund of over $5000 in value. The personal property held
by this age group amounted to an average of $7188 per person.

40-49 Age Group

The 40-49 age group contained 43 subjects. There were
respondents in each of the six estimated retirement income
categories. Tables 10-16 show each of the seven sources of
estimated income. They indicate the number of persons in each
estimated income category by the expected amounts from each
source, The percent of aggregate income for each estimated
income category derived from each of the seven sources of
retirement income is shown in Table 17.

Here too, the findings are consistent with other research(13)
in that S8ocial Security is a major factor in the makeup of
retirement income. However, it is evident for this age group
that as the income increases, Social S8ecurity as a source of
retirement income becowmes less important and, for these per-
sons, income from IAA-~CREF becomes the major source of esti-
mated retirement income. Out of the total of 43 subjects, 26
wvore expecting retirement income from TIAA-CREF and 21 were
expecting retirement incoue from university pensions. While it
is obvious that some subjects will receive retirement income
from both sources, it seems likely thct most, if not all, of
these subj-cts would be covered by some type of private pension.
This fact puts them in a more favorable position than that of

the persons cf retirement age in the 1963 Burvey which reported
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that only about three percent of all retirees could look for-
ward to private pensions as a type of retirement income.(15)
The 26 persons expecting retirement incowme from TIAA-CREF are
in an especially favorable position since CREF is a variable
dollar pension providing an automatic hedge against inflation.

These persons can also expect substantial retirement
income from investments. Tables 18-20 show each of the three
types of investments that make up sources of potential retire-~
ment income. They indicate the number of persons in each
estimated retirement income category by the amount invested
in each particular asset. The tables show a trend toward more
types of investments and larger investments as the estimated
retirenent income increases.

A larger number of this age category had invested in life
insurance than in the other two types of investments. This is
similar to earlier studies as this form of saving seems a
popular one for all spending units and an especially important
form of saving for those units under retirenent age.(34)

Investaents in stocks and bonds and in savings show a
striking similarity in both the number of persons and the
amounts involved. The general investment pattern is consis-
tent with previous research findings in that the lower expected
income categories have few asset§(9, p.248) In the two lowest
expected income categories only two persons had savings of
over $5000, three persons owned stocks and bonds worth $5000
or more, and six persons owned life insurance policies with a

cash value of over $5000.
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Sixty-three percent of all subjects in the 40-49 age group
had invested in 1ife insurance. Nearly 33 percent own stocks
and bonds and over 37 percent have savings. It is important
to note that many investments (stocks and bonds, real estats,
etc.) for this age group, which has an average of twenty years
left before retirement, have a great potential for growth.
Investment planning at this age prqvide- more flexibility in
building an estate than is the case for the older groups.

The real estate holdings show a trend much like that of
the investnents. The percentage of persons owning homes and
the value of these homes show an increase as the expected
income increases. Righty-one percent of the persons in this
age group reported real estate holdings of over $5000. This
is much higher than the 65 percent national average found by
the 1960 Survey of Consumer Finances for persons of this age.
(5, p.72)

The real estate holdings are shown in Table 21. The
number of persons in each expected income category is indicated
by the value of the real estate owned. Four persons in this
group reported having investments in trusts of over $5000, the
mean value of which was $16,900. The value of the perscnal
property reported by the 43 subjects in this age group averaged
$6162 per person.
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$0-64 Age Group

There were 204 respondents in the 50-64 age category
with subjects in each of the six estimated income categories.
Tables 22-28 show the sources of incoue by estimated income
category and the expected amount from each of the seven sources
for the persons in this age group. Table 29 shows the percent
of aggregate income coming from each of the seven socurces for
each estimated income category.

The tindings for this age group are similar to those of
the 40-49 age group in that SBocial Security makes up a
decreasing proportion 61 the estimated income as the expected
income level rises and that the percent expected from the
private pensions increases and makes up the major portion of
retirement income. However, for this age group, with the
exception of the lowest estimated income category, the sources
of income are more widely represented. Except for the lowest
category, all seven types of income are represented in all
income levels.

Here too, most of the respondents were expecting income
from private pensions. Incowe from university pensions was
expected by 143 persons of the 204 total, and 112 expected
to receive benefits from TIAA-CREF at retirement providing
the added security of a hedge against inflation. There was
duplication here, but it seems likely that the vast majority
of the persons in this age group would receive retirement

income in the form of private pensions, placing them in a
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superior retirement position when compared with the persons
of retirement age in the general population. The 1963 Survey
found only three percent of the aged receiving any income
from private pensions.

The average percent of income expected froam Social
Security was 29.4, very close to the 30 percent reported by
the 1963 Survey for all persons 65 or over.(15) Nearly 14
percent of this age group were expecting retirement income
from Civil Service and another 14 percent were expecting
retirement income from the State of Michigan., Fifteen percent
of this group of persons were expecting income from royalties
and patents at the time of retirement, although for most the
amounts expected were small,

The expected income from other sources became increasingly
important in this 50-64 age group, with more than 67 percent
listing this as a source of retirexent income, many in substan-
tial amounts. This category would no doubt contain income
from the investment sources used in the study, but also may
contain other types of income such as rents, interest from
money loaned, or from investments other than bonds or savings.

The three types of investments that make up the sources
of potential retirement incone are shown in Tables 30-32,

They indicate the number of persons in each estimated income
category by the amount invested in each asset. It is evident
from these tables that the trend toward more and higher
investment by those in the higher income categories is con-

tinuing.
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In this age group, as in the previous age group, life
insurance was the most comumon investment; however, the number
of subjects with savings accounts was very close to the number
with life insurance. Of the 119 persons with 1life insurance
with cash values in the over $5000 category, less than 25
percent had policies valued at over $20,000. One hundred
fifteen persons reported savings above the $0 to $5000
category. Twenty-nine percent reported having over $15,000
invested in a savings account, Sixty percent of the subjects
reported owning stocks and bonds valued at over $5000.

In this age group there was a slight increase in the
nunber in the lower estimated incone categories having
investments compared with the previcus age groups. Forty-six
percent of the subjects in the two lowest estimated income
groups reported having savings and the amounts were fairly
wvidely distributed. Although these groups had far less than
those with higher estimated income, this increase may well be
due to the decreasing family expenses at this age so there
is more discretionary income that can be used for investment
purposes. It is obvious that most respondents in this study
expected retirement incomes which are higher than those of the
average retired person.

In discussing a retirement planning schedule, Joseph
Buckley says that at age 55 the investor can afford to take
more risk in his investment program since family responsi-

bilities are normally less.(l, pp.73-78) A comparison of the
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investments in stocks and bonds between the 40-49 age group
and the 50-64 age group shows an increase of nearly five per-
cent in the number of investors, but another interesting factor
in this comparison is the incresased amounts invested by the
older group. Sixteen persons in the 50-84 group had over
$50,000 invested in stocks and bonds.

Table 33 shows the real sstate holding for the 50-84 age
group. Home ownership was widely distributed throughout all
 estimated income categories. Eighty-five percent of the
subjects renorted real estate holdings of over $5000. The
1960 Survey of Consumer Finances reports home ownership for
about 64 percent of this age group among the whole United
States population. (S, p.72)

Twelve of the subjects in this age group had invested
in trust accounts. All vere valued at between $3000 and
$10,000. The personal property reported by the 50-64 age
group averaged $8762 per person,

65_and Over Age Group

The 65 and over age group was made up of 140 subjects.
There were respondents in each of the six estimated income
categories. Tables 34-40 show the sources of income by
estinated income category and the amounts expected from each
source for the subjects in this age group.

The break-down of the aggregate income is shown in Table 41.
This indicates the percent of the aggregate coming from each

of the seven sources for each estimated income category.
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For these persons, as with the other age group, Social
Security makes up a smaller percentage of expected retirement
income as the estimated income increases. The average amount
expected from Social S8ecurity is 26 percent. This is lower
than for the general population as found in the 1963 Survey
of the Aged. The pattern does change for this group, with
the university pension and other sources making up major
sources of income for all estimated income categories. TIAA-
CREF makes up a relatively small share of estinated income
for this group. This age group was not in a favorable position
with respect to inflation since the major portion of expected
income would be a fixed income.

Out of 140 total, 119 persons reported income from
university pensions and TIAA-CREF. VWhile 83 of the university
pension recipients reported amounts of $2001 to $3000, more
than two-thirds of those expecting returns from TIAA-CREF were
expecting $1500 or less. 80 not only was there a smaller
percentage of these persons involved in TIAA-CREF than was
the case with younger groups, but the amocunt from this type
of private pension was also considerably less for this age
group.

Nearly 23 percent of these older persons expected retire-
ment inconre from Civil Service pensions, with all but four
reporting a minimum return of $2000. Seven percent reported
expected retirement income from State of Michigan pensions,
but all except one of these were $2000 or less. Ten percent

expected retirement income from royalties and patents with
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more than half of this number expecting under $500.

The "other sources" category makes up one of the impor-
tant sources for this age group with an average of 24.5 per-
cent of the retirement income in each of the six estimated
income categories. Here again the gains enjoyed by invest-
ment planning are obvious. Seventy-six percent of all per-
sons in this age group were expecting this type of retirement
income and more than half of these persons were expecting
more than $2000. The importance of this planning for
retiremont is self evident. In 1980, 36 percent of all
families headed by a person 65 or over had a yearly income
of under $2000 and about 60 percent bhad incomes of less
than $3000.(4, p.87)

The three types of investments that made up the sources
of potential retirement income are shown in Tables 43-44.

They show the number of persons in each estimated income
catogory by the amount invested in each type of asset.

¥ith the exception of the trend of increasing investments
with increasing estimated retirement incomes, this group shows
& different pattern in investments than the other age groups.
In both the 40-49 and 50-64 age groups more persons invested
in 1ife insurance than either of the other two types of assets.
In this aze group only 37 percent owned life insurance with a
cash value of over $5000 and only eleven persons owned policies
with cash values of over $15,000, Sixty-two percent of the
persons in the 40-48 age group and 89 percent of the 50-64
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age group had investments in life insurance of over $5000.
This pattern is consistent with the findings of the Federal
Reserve Board Survey of Consumer Finances conducted in early
1959, (34)

Forty-nine percent of the subjects in the 63-and-over
age group owned stocks and bonds of more than $5000,

Eighteen percent of the subjects had more than $25,000
invested in this type of asset. Sixty-seven percent of the
subjects reported savings accounts of over $5000 and 38 per-
cent reported having more than $15,000 invested in savings.
These findings reflect the large amount of estimated retire-
ment incone expected from the "other sources"” category.

The two lowest income categories in this age group sup~
port other research findings, and are similar to the lower
income categories of the other age groups in this study in that
the number of these subjects reported assets was substantially
lower than among those expecting a higher estimated retire-~
ment income, Only four persons in these two lowest income
groups reported life insurance with a cash value of more than
$5000, slightly more than half reported savings over $5000,
and about one-fourth reported stocks and bonds valued over
$5000.

Table 45 shows the real estate holdings for the 65 and
over age group. It indicates the number of persons in each
estimated income category by the value of the real estate

investment.
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More of the subjects in the two lovest estimated income
categories reported owning homes than reported other types
of investments., Kight percent of all respundents in this
age group reported real estate holdings of more than $5000,
with the majority of the holdings in the $i0,000 to $30,000
range.

Seven persons in this age group reported holdings in
trusts of over $5000, with a mean value of $21,430. The

personal property reported averaged $76235 per person.

Potential Estimated Income for all Age Groups

Tables 46-48 show the relationship of the mean modified
estimated incone and the mean potential estimated income for
the three oldest groups by the six eatimnated income categories.
The mean estimated income was determined by suuming the mid-
points of the expected income from university pemsion, TIAA-
CREF, Social Security, Civil Service, State of Michigan and
royalties and patents for the subjects in each of the six
income categories and dividing by the number of subjects in
that category. The aean potential estimated income was made
up of the mean estimated income plus the mean investment
computed from the aid-points of investments in 1life insurance,
stocks a1d bonds, and savings made by each estimated income

category projected at a four percent annual return.
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TABLE 46, Mean Increase in Annual Retirement Income Derived
From Financial Retirement Planning by Estimated
Income Category. Age: 40-49 Years.

$0- $2000- $4000- $6000- $8000- $10,000
$1999 $3999 $5999 $7999 $2999 & over
Mean
Estinated
Incone $333 $2317 $5252 $5975 $7650 $5600
Mean
Potential

Income $880 $2045 $6000 $7455  $8267 $11,100

TABLE 47. Mean Increase in Annual Retirement Income Derived
From Financial Retireuent Planning by Estimated
Income Category. Age: 50-64 Years.

$0- $2000- $4000- $6000- $8000- $10,000
$1999 $3999 $5999 $7999 $9999 & over
Mean ‘
Estimated
Income $417 $2480 $3900 $6100 $7100 $9200
Mean
Potential

Income $871 $3030 _ $4620 $7093 $8400 $10,910

TABLE 48. Mean Increase in Annual Retirement Income Derived
From Financial Retirement Planning by Estimated
Income Category. Age: 65 Years and over.

$0- $2000- $4000~- $6000~ $8000- $10,000
$1999 $3999 $5999 $7999 $9999 & over
Mean
Estimated
Income $870 $2958 $3558 $5400 $6600 $83523
Mean
Potential

Income $15985 $3592 $4348  $6765  $7925 $11,200

These tables demonstrate the increases in retirement
income that financial retirement planning achieved for the
persons in this study. The yearly income that could be
expected from this type of planning for the persons in the
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40-49 age group ranged from $547 to $1500 annually for the
six estimated income categories. The average increase in
retirement income expected from retirement planning for this
age group was $920 per year.

For the persons in the 50-64 age group, the annual
increase in retirement income ranged from $454 for the $0 to
$1999 estimated income category to $1710 for the $10,000 and
over estimated income category. The average annual income
from financial retirement planning was $9585.

The 63-and-over age group had the widest tang‘ of change
in retirement income resulting from retirement planning. This
ranged from $637 annually for the $2000-$3999 estimated income
category to $2875 per year for the $10,000 and over estimated
income category. For this age group there was a smaller
annual dollar increase for the $2000-3$3999 category than for
the $0-3$1999 estimated income category. The average yearly
increase in retirement income for the persons in this age
group was $1250,

These findings show, with only two exceptions, an upward
trend in the amount of increase in expected retirement income
that resulted from financial retirement planning from the
lower to the higher estimated income categories. There is
also an upward trend in this expected income from the younger
to the older age groups.



CHAPTER V
SUMMARY AND IMPLICATIONS

The purpose of this study was to analyze the expected
retirement incomes and the financial plans for retirement of
& group of Michigan residents with emphasis on the extent of
planning for retirement income, the hedging against inflation
built into these plans, and the timing of the accumulation
of investments as related to the age of the respondents.

Data concerning the retirement plans of a selected group
of individuals decame available making this study possible.
These data were originally collected for another purpose. The
respondents were comprised of 403 persons on university
payroll.

The anticipated income at retirement for this group, as
a whole, was higher than the income received by persons of
retirenent age in the general population. The United States
Senate Special Committee on Aging found 31 percent of all
families headed by a person of retiremenrt age had an income
of under $2000 per year in 1960. Nearly 60 percent of all
aged couples in 1960 had incomes beluw $3000. (4, p.87)
81lightly less than ten percent of the persons in this study
were expecting retirement incomes of under $2000,

Fifty-six percent of the persons in this study were

anticipating retirement incomes of $6000 or more. This pro-



portion is much higher than that now received by the retired
population. The 1960 report of the United States Bureau of
Census found nine and four-tenths percent of the two member
fanilies with the head 65 and over in the $5000-$6999 money
income class, five and nine~tenths percent in the $7000-$9999
class, and five and six~tenths percent had incomes of $10,000
and over.(5, p.92)

The sources of retirement income for the subjects in this
study were largely made up of private pensions. The exceptions
to this were the two lowest estimated income categories where
S8ocial Security benefits made up the major source of imcome.
For these two categories, income from Social Security repre-
sented 44.5 percent of the expected retirement income. However,
Social Security as a percent of the aggregate income for all
estimated income categories was similar to that of the
retirement aged population as a whole. The 1862 Survey of
the Aged found Social 8S8ecurity making up 30 percent of money
income received by the 65-and-over aged group.(13) This study
found it representing 29 percent of the estimated retirement
income. Private pensions, as a source of retirement income
accounted for only three percent of aggregate retirement
income for those of retirement age in the general population.(15)
For the three oldest age groups in this study they accounted
for 38 percent of expected retirement income. Vith the
exception of 857 respondents all vere covered by at least one

type of private pension from their place of employment. One
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hundred sixty respondents were expecting retirement income

from both types of university private peamsion.

Table 49 shows the expected sources of retirement income

for the respondents in this study as compared to the sources

of retirexment income for the 65 and over age group in the
general population as found by the 1963 Survey of the Aged.

(1, pp.38-39)

TABLE 48. Comparison of

Expected Sources of Estimated

..Retirement Income for 403 Michigan Residents
and the Actual Bource of Retirement Incoue
for the 65 and Over Age Group for the General

Population as

Found by the 1963 Survey of the

Aged.
= Sources 403
of Retirement Michigan 1963
Incone Residents Survey
Percent due to:
Barnings - 32
8ocial Security 29 30
Private Pensions 38 3
Other Sources 18 19
(including interests
dividends & rents)
Other Public Benefits 13 6
Public Assistance - 5
Veterans Benefits - 4
Royalties and
Patents 4 -
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The assoet position of the persons in this study showed
the extent of retirement planning that had taken place. The
amount of investnents that had been made by these persons
tended to be higher and more widely distributed with respect
to type of investment than for the retirexent aged population
as & whole. The 1983 Burvey of the Aged reports slightly
nore than one-~sixth of the aged have no assets of any kind
or have assets valued at less than $1000. If the real
estate Loldings are excluded, persons in these circumstances
increase to one-fourth of the aged in the survey. Assets
of $10,000 or xore (excluding real estate) were reported
by only one~-third of the aged. (138)

This study indicate: that the assets held by this
particular group of perscns are far more extensive than
those of retirement aged persons in the general population.
Real estate was the principle form of investment with 81
percent of all respondents reporting home ownership. Nearly
half of these homes were worth $20,000 or more. While only
25 percent of the under 40 age group had life insurance
with a cash value of $5000 or over, 51 percent of the other
age groups reported policies of this amount. Twenty-five
percent of the under 40 age groups reported savings of
$5000 or more, 58 percent of the other age groups reported
savings of at least $5000 and 38 percent had $10,000 or more

invested in savings.
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Investing in stocks and bonds dié not prove to be quite
80 popular, but nonetheless, 18 percent of the under 40 age
group reported stocks and bonds valued at $10,000 or more.
Nearly 41 percent of the other age groups had investaents
in stocks and bonds of $5000 or more and 29 percent reported
holdings:.of over $10,000,.

Since there was, no doubt, considerable overlapping in
holdings cf ]ife insurance, savings, and stocks and bonds,
it wvould appear that many of these subjects had substantial
assets. This was especially true of the two older age
groups.

These facts indicate that extensive retirement planning
had been done by this group of Michigan residents. A
general upward trend was seen in the number of persons with
assets and in the size of these holdings as the estimated
income increased. Generally, the most change seemed to take
place after the $8000 to $8000 estimated income level was
reached. This trend was seen for all three types of retire-
ment preparation--life insurance, savings and stocks and

bonds.

Rypotheses

The hypotheses were designed to look at more specific
relationships within the general framework of the financial

retirement plans.
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The first hypothesis states that a significant relation-
ship exists between the estimated retirement income and the
distribution of sources that make up the income expected at
retirement. The data support this hypothesis. Table 80
indicates th& number of persons in the three lowest estimated
income categories ($0-$5999) and the three highest estimated
income categories ($6000-$10,000:and uver) by the distridution
of sources of retirement income, The distributions of sources
were obtained by adding the sources of estimated income, minus
the "other sources” category, to the number of investments
sources for each respondent. The respondents were then sorted
into two distribution classifications--persons with less
than five sources and persons with more than five sources
of estimated retirement income. The "other sources" category

was not included in order to avoid duplication.

TABLE 50. Relationship between the Estimated Retirement
Income and the Distribution of 8Sources of
Retirexent Income.

Estimated Retirement Persons with less Persons with

Income than 8 sources 5 or more
) sources
N B’y N %
$0-$5999 149 87 22 13
$6000~-810,000 & over 06 41 136 59

Degrees of freedom - 1; x2 torztahlc 86.1; xirof 6.63
significant at the 1% level. X" of 15.12 significant
at the .05% level.

®Rounded figures.



101

Only 13 percent of persons in the lower expected income
classification as compared with 59 percent in the higher
incone classification expected to have income from five or
more sources.

The second hypothesis states that a significant relat-
ionship exists between the estimated retirement income and
the amount of that income that comes from variable dollar
sources,

fnblo- 51 and 852 demonstrate the rolattonsht; between
the estimated retirement income and the amount from variable

dollar sources.

TABLE 51, Estimated Retirement Income and Observed
Frequencies of Income From TIAA-CREP.

Estinated Retirement No Under $3000 or
Income TIAA-CREF _ $3000 more
$0-$5999 138 32 S5
$6000-$10,000 & over 83 88 17

Degrees of freedom - 2; x’ for table 111.2; X’rot
9.21 significant at the 1% level.

TABLE 52, Estimated Retirement Income and Observed Fre-
quencies of Income From Stocks and Bonds.

T¥stinated Retirement No Stocks Under $25,000

Income and Bonds $25,000 or more
$0-$5999 130 32 13
$6000-$10,000 & over 112 65 51

Degrees of freedom -~ 2; iﬂitor table 28.6; x§¥ot 9.21

significant at the 1% level.
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The results of the chi-square test support the hypotheses.
However, the data did not distinguish between the amount of
retirement income expected from TIAA and CREY only one of
which is a variable dollar source. The same is true of
income expected from stocks and bonds. This is a limiting
factor in the suitability of the data in the above tables
as a basis for testing this hypothesis, but the high chi-
square resulis suggest the existence of a significant
relationship between these two variables.

The third hypotheags states that: The higher the
expected level of estimated retirement income the earlier
the retirement income planning occurred with respect to the
age of the recipients. '

This hypothes's can be neither supported nor negated
by the data. The younger aged groups had fewer and less
valuable investments than the older groups. The data do
not give information on when these older groups started
their financial retirement planning. However, the trend
of the timing of the accumulation of assets ian relation to
the age groups emerges quite clearly. For the under 40
age group, the only investment . of major importance was
real estate. 7Fifty percent of this group held assets of
this kind and only 285 percent or less had investments in
1life insurance, savings or stocks and bonds.

The 40-49 age group showed an increase in all four
types of assets over the previous age group. The largest

increase was in life insurance with 38 percent more of this
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group reporting policies than the previous group. The real
estate shoved an increase nearly as large 'ith 31 perceat
more reporting home ownership. There was a 12 percent
increase in those reporting savings and 13 percent more

own stocks and bonds.

The 50-84 age group showed only a slight increase in
real estate holdings and a five percent drop in life insur-
ance. Here the largest amount of change was a 20 percent
increase in savings. There was also a small incroa-o in
the investxents in stocks and bonds.

The 65 and over age group showed a different pattern
of asset holdings compared with the previous group with a
21 percent drop in the percentage of persons with cash
value in life insurance policies. There was a 12 percent
increase in the percentage investing in stocks and bonds,

a 10 percent increase in those with savings accounts and
a drop in the number reporting home ownership.

Table 53 shows the percentage of persons in cach age

group who reported investments in «ach ol the four types of

assets.

TABLE 53. Asset Accumulation by Age Groups

Asset Under 40 40-49 50-64 65 _and over
Percent owning

Real Estate 50 81 85 80

life Insurance 25 63 58 37
Savings Accounts 28 37 87 67
Stocks and Bonds 18 33 37 49

‘roundod figures
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The trend in asset accumulation seems to indicate that
howe ownership and 1ife insurance are the most important
investments for the 40-49 age group. This is the age group
with heavy family responsibilities and so the investments
of this type are the ones normally expected. In the 50-64
age group, savings become a major investment and the 65-and-
over group show the greatest tendency toward stocks and
bonds; however, for this group too, savings are of major
importance. The tendency toward stocks for the older
group may indicate that at this age they are less concerned
with the increased risk involved vith this type of invest-

ment or are more concerned with inflation.

Limitations

The weaknesses of the study result, in part, from the
liniting nature of the data. It would have been interesting
to have included information on the debts owed by these
persons and the debt retirement plans, especially in the
real estate investments, as these are signitficant factors
in estate building programs.

The extent of hedging against inflation that bhas been
incorporated into the retirement plans would have been more
evident if the amount imvested in stocks had been specifti-
cally designated separately from the bond investment.

The inclusion of a "none" category in the questionnaire
for the amounts invested, as was done for the sources of

expected income, would have given a clearer picture of the
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investments. If this category had been included a response
of $0 = $5000 could also have been computed at a mid-point
providing a more complete analysis of the investuents,
particularly for those just beginning investment programs.
S8ince the respondents did not have the option of a "none"
category a response in the $0 - $5000 category was considered
8 $0 investunent on the assumption the majority indicating
that respoase would have zero investment. A response in the
$5000 - $10,000 category was the least amount considered as
an investment in this study.  Appendix B contains some

questions designed to eliminate some of these weaknesses,
Summary

Within the limitations of the data, this study bas
attexpted to 2nalyze the sources of estimated retirement
income for this group of Michigan residents. It has also
looked at the financial retirement plans made by these
persons and the potential such plans have for increasing
income after retirement,

The results show that planning for retirement, in the
years before this stage is reached, by investing in real
estate, life insurance, stocks and bonds, and savings
prograns has a great potential for contributing to the
income after retirexent. The study shows that this parti-
cular group of persons have made great strides in retirement

preparation. This is especially true of those in the older

age groups, but many in the younger age group have also
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begun programs of this type. VWhile it is evident that those
with larger anticipated retirement incomes have made nore
investments of the kind that will increase retirement incomes,
those with smaller estinated incomes have also been able to
initiate this kind of planning and the results of the study
indicate that these programs will put these persons in a
stronger financial position after retirement.

As has been mentioned earlier in the study this is a
selected group and no generalization to a larger population
can be made.

A further purpose of this study was to draw implicatios
from the findings for teaching family financial management.

One important implication for teaching is indic:ited
not 80 much by what is in the data, but by vhat is not there:
the fact that there vwere so few respondents in the under 40
and 40-49 age groups. There are two possible reasons for
this: 1) a lack of interest in the retirement period at
theso ages, and, 2) a lack of knovledge in how to estimate
the retirement income. The important role education can
play is pointed out by both of these reasons.

Education, whether it is in the classroom or in family
financial counseling, can help promote an active interest
in preparing for the retirenent period. Progress in this
area could be achieved by individuals gaining a better
understanding of this period of the life cycle through
knowledge of the socio-psychological adjustments that must
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be faced with the exit from the labor force. Also, the
effects that the sharp decrease in income has on the style
of living of the retiree present a serious problem for many.
Both of these are directly related to financial plinnlng.

It has been pointed ocut that the less change that must take
place in the style of 1living the more successful and happier
the adjustment to retirement.

The analysis of the data in this study indicated that
helpful areas to include in a family financial management
educational program should relate to:

1. the types of investment opportunities and the pur-
pose for which each can best be used;

2. information on the wvalue of providing a hedge
against inflation and an understanding of how this protection
can best be included in financial plans;

3. the relative costs and risks involved in different
types of investments;

4. the sources of more detailed information on specific’
types of investments;

8. methods of determining what financial returns can be
expected from different types of investuments;

6. methods of computing total worth;

7. the function of the Social Becurity program and how
to estimate the income from this source at retirement age;

All of these skills, necessary for making and carrying
out realistic financial retirement plans, could be acquired

or enhanced through education.
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Education could also play a part in stressing the
importance of not waiting until retirement is inminent
before starting financial retirement planning. These plans
can be made far more effective if started early in the
period of employment. Buckley suggests that plans for
financial retirement requirements should be underway by
age 35.(1, p.73)

Still another implication for education is th§ contri-
bution that could be made to employees in the plants, fag-
tories and other establishments. This type of education
should begin long before the retirement years. In this way
realistic plans could be made and assistance would be
available in carrying them through. The same general infor-
mation as described above would be useful in this setting
along with more specific and personal planning. An impor-
tant factor for employees is to have a clear picture of
what the company retirewent benefits are and how they might
best be supplexented to fit individual retirement plans.

The study reported by Reid indicated that education programs
of this kind resulted in more favorable expectation for the
future. The persons taking part in the programs were more
actively involved in planning for their retirement years. (24)

The findings of this study point out the superior
retirement position of the persons with the variable annuity
pension. These persons have a2 built-in hedge against inflation
As well as a higher expected retirement income. Unfortunately,
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this type of pension is not available to many retirees, but
through family financial education an individual could learn
how to develop a similar program for himself.

Inplications for further Research

The review of literature revealed a very limited
amount of data concerning the retirement plans made by
individuals. This area of study becowes increasingly impor-
tant as this stage of the life cycle lengthens and as the
retirees become a larger portion of the general population.
If professional persons are to be prepared to assist
individuals in making and carrying out retirement plans,
further research in this area is needed. A study similar
to this one which eliminated the weaknesses listed above
would prove helpful.

A longitudinal study investigating the plans made before
retirement and the actual results of the plans on the retire-
ment income of the individuals would be enlightening. A
study using the current incomes and family size and structure
as related to investuent planning would also provide useful
information.

Perhaps the most important implication for research
indicated by this study is the need for data from a randonm
sample., In this way broader generalizations could be made
and an important contribution to the information for under-
standing and using financial retirement planning to supple-

went fixed retirement income could be made.
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APPENDIX A

Your age to your nearest birthday:

key O: under 40 3: 60-64
1: 40-49 47 65-69
2: 50-59 5: 70-74

6: 75-79
7: 80-84
8: 85-89

9: 90 and over

Please indicate the amount of annual income you estimate you
will receive after retirement from the sources listed below.

54.

535,

56,

87.

58,

University pension annually
key O0: none
1: less than $500
2: $501-81000

TIAA and/or CREF annually
key O: none
1: 1less than $500
2: $501-$1000
3: $1001-%$1500
4: $1501-$2000 -

3:
4:
S

5:
6:
v
&
-}

$1001-$1500
$1501-82000
$2001-$3000

$2001-$3000
$3001-$4000
$4001-85000
$5001-$6000
$6001 and o

ver

Social Security annually (Upon request the local Depart-
uent of Social Security Administration will send you a
form to request your status from the national office.

For the form telephone 372-1910.)

key O: none
1: 1less than $500
2: $501-$1000

3
4:
6

$1001-8$1500
$1501-$2000
$2001-$3000

United States Civil Bervice Retirement Program nnnuully‘
$1001-%1500 6:
$1501-8$2000 7
$2001-$3000 8:

key O: none 3
: $501-$1000 4:
: $1001-$1500 5:

£

9:

$3001-$4000
$4001-$5000
$5001-85000
$6001 and over

State of Michigan annualiy (as public schonl toachers,otc.).
$1001-81500 6
$1501-$2000 7:
$2001-$3000 8:

key O: none 3:
1: less than 4
$300 5:

l'ucl,justmentl were made for
questions

9:

$3001-84000
$4001~-$5000
$5001-~-$68000
$6001 and over

the obviocus errors in these
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59. Royalties and Patents annually
key O0: none 3: $1001-$1500 6: $3001-$4000
13 less than 4;: $1501-$2000 7: $4001-$5000
$500 5: $2001-$3000 : $5001-$6000
2: $501-$1000 9: $6001 and
over
60, Other sources annually
key O: none 3: $1001-$1500 6: $3001-$4000
1: 1less than 4: $1501-$2000 7: $4001-$5000
$500 5: $2001-$3000 8: $5001-$6000
2; $501-81000 9: $6000 and
over

Please estimate your and your spouse's net worth at retire-

ment for each of the sources below ==

$25,001-$30,000
$30,001-$35,000
$35,001-$40,000
$40,001-$50,000
$50,000 and over

$25,001-$30,000
$30,001-$35,000
$35,001-$40,000
$40,001~-$50,000
$50,001 and over

$25,001-$30,000
$30,001-$35,000
$35,001-$40,000
$40,001-$50,000
$50,001 and over

savings and loan, credit

$25,001-$30,000
$30,001-%$35,000
$35,001-$40,000
$40,001-$50,000
$50,001 and over

$25,001-$30,000
$30,001-$35,000
$35,001-$40,000
$40,001-$50,000

62, Real Estate at present market price
key O: 1less than $5000 5
1: $5001-$10,000 6:
2: $10,000-$15,000 7
3: $15,001-$20,000 8:
4: $20,001-$25,000 9:
63. Cash value of life insurance policies
key O0: wunder $5000 53
1: $5001-$10,000 6:
2: $10,001-$15,000 7
3: $15,001-$20,000 8:
4: $20,001-$25,000 9
64, Btocks and Bonds at present market value
key O0: under $5000 5
1: $5001-$10,000 6:
2: $10,001-$15,000 73
3: $15,001-$20,000 8:
: $20,001~-$23,000 9:
65. Savings accounts in banks,
union, eto.
key O: under $5000 5t
l: $5001-$10,000 6:
2: $10,001-$15,000 7
3: $15,001-$20,000 8:
66. Trust Accounts
key O: under $5000 5:
l: $5001-$10,000 6:
2: $10,001-$15,000 7:
3: $15,001-$20,000 8:
4: $20,001-$25,000 9

$50,001 and over
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67. Personal property including household goods, automobiles,

etc.
key O:
1:
2:
3:

4:

under $5000
$5001-$10,000
$10,001-$15,000
$15,001-$20,000
$20,001-$25,000

$25,001-$30,000
$30,001-$35,000
$35,001-$40,000
$40,001-$50,000
$50,000 and over



APPENDIX B

These questions were designed to show how some
of the weaknesses in the study might be elimi-
nated. They might prove useful to anyone
interested in conducting a similar study.
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APPENDIX B

Please indicate the amount of annual income you estimate you
will receive after retirement from the sources listed below,
(Questions 1-9)

1.

2,

3.

4.

8.

6.

7.

University pension annually

key

O: none
1l: less than $500
2;: $501-$1000

TIAA anrnually

key

0: none
l1: less than $500
2;: $501-$1000
3: $1001-$1500
: $1501-$2000

CREF annually

key

Social
key

United
key

0: none

1: less than $500
2;: $501-$1000

S: $1001-8$1500

4: $1501-$2000

Security annually
0: none

1: less than $500
2: $501-%$1000

$1001-$1500
$1501-%2000
$2001-$3000

$42001-$3000
$3001-$4000
$4001-$5000
$5001-$6000
$6001 and over

$2001-$3000
$3001-$4000
$4001-$5000
$5001-$6000
$6001 and over

$1001-$1500
$1501~-$2000
$2001-$3000

States Civil Service Retirement Program annually

0: none

1: less than $500
2: $501-$1000

3: $1001-$1500

4: $1501-$2000

State of Michigan annually

key

Royalties and Patents annually

key

0: none

1: less than $500
2: $501-$1000

3: $1001-$1500

4: $1501-%$2000

0: none

1: 1less than $500
2;: $501-$1000

3: $1001-$1500

4: $1501-$2000

5
6:
7:
8:
9:

6:
6:

$2001-$3000
$3001-$4000
$4001-$5000
$5001-$6000
$6001 and over

$2001-$3000
$3001~-$4000
$4001~$5000
$5001-$6000
$6001 and over

$2001-$3000
$3001-$4000
$4001-$5000
$5001-$6000
$6001 and over



8.

9,
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Other fixed dollar sources annually resulting from veterans
benefits, places of former employment, etc. (Not personally
planned investments)

key O: none 5: $2001-$3000
1: less than $500 6: $3001-$4000
2: $501-$1000 7: $4001~-$5000
3: $1001-$1500 8: $5001-$6000
4: $1501-$2000 8: $6001 and over

Other variable dollar sources annually resulting from places
of togner employment, etc. (Not personally planned invest-
nents

key O0: none 5: $2001~-$3000
l: less than $500 6: $3001-8$4000
2;: $501-$1000 7: $4001-$5000
3: $1001~$1500 8: $5001-$6000
4: 8$1501-$2000 9: $6001 and over

Please estimate net wvorth at retirement for each of the
sources below,

10,

11.

13,

13.

14.

Real Estate at present market price

key O: none 5: $20,001-$25,000
1t less than $5000 6: $25,001-$30,000
2: $5001-%$10,000 7: $30,001-$40,000
3: 810,001~-%$15,000 8: $40,001-$50,000
4: $15,001-820,000 9: $50,000 and over
Your age when you started investing in Real Estate
key O: under 40 2: 50-64
1: 40-49 3: 65 and over
Cash Value of Life Insurance policies
key O: none 5: $20,001-$25,000
1: less thamn $500 6: $25,001-$30,000
2: $5001-$10,000 7: $30,001-$40,000
3: $10,001-$18,000 8: $40,001-$50,000
4: $15,001-$20,000 9: $50,000 and over
Your age when you started investing in life insurance
key O0: under 40 2; 50-64
1: 40-49 3: 65 and over
Cash value of Stock at present market value
key O0: none 8: $20,001-$25,000
1: less than $500 6: $25,001-$30,000
2: $5001-%$10,000 7: $30,001-$40,000
3S: $10,001-$15,000 8: $40,001-$50,000

4: $15,001-820,000 9; $50,000 and over



13,

16.

17.

18.

19,

20.
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Your age when you started investing in Stocks

key O: under 40 2;: 50-64
1: 40-49 3: 63 and over
Cash value of Bonds at present market value
key O: none 85: $20,001-$25,000
1: less than $500 6: $25,001-$30,000
2: $5001-$10,000 7: $30,001-8$40,000
S: $10,001-$15,000 8: $40,001-$50,000
4: $15,001-$20,000 9: $50,000 and over
Your age when you started investing in Bonds
key O0: under 40 2: 50-64
1l: 40-49 3: 65 and over

Savings accounts in banks, savings and loan, credit
union, etc.

key O: none 5: $20,001-$25,000
1: less than $500 6: $25,001-$30,000
2: $5001-%$10,000 7: $30,001-$40,000
3: $10,001-$15,000 8: §40,001-$50,000
4: $15,001-820,000 9: $50,000 and over

Your age when you started investing in Saving accounts
a8 & regular investment
key O0: under 40 2: 50-64
1: 40-49 3: 65 and over

Income from other sources annually resulting from
personally planned investments other than those
mentioned above (such as rents, interest from
nortgagos held or from other types of investuments,
etec.).






