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ABSTRACT:

In the contemporary economic environment, the importance of personal financial planning has grown significantly,
especially in the context of retirement. With increasing life expectancy, rising healthcare costs, and the gradual shift from
employer-sponsored pension schemes to individual retirement accounts, individuals are now more responsible than ever
for securing their financial future. Against this backdrop, this field project seeks to examine the impact of financial literacy
on retirement planning, emphasizing the extent to which individuals' knowledge, attitudes, and behaviours regarding
financial matters affect their preparedness for life after retirement.

The primary objective of the study is to explore the correlation between the level of financial literacy and the effectiveness
of retirement planning among different demographic groups. Data were collected through a structured survey
questionnaire administered to a diverse sample of working individuals. The questionnaire included a mix of demographic
questions and Likert-scale items measuring key dimensions such as awareness of retirement products, understanding of
budgeting and saving, investment knowledge, long-term financial goal setting, and risk perception. Statistical tools,
including descriptive statistics and Pearson correlation analysis, were applied to interpret the data and draw meaningful
conclusions.

The findings reveal a positive and statistically significant relationship between financial literacy and various aspects of
retirement planning. Participants with a higher level of financial literacy were more likely to engage in consistent saving
behaviour, diversify their investment portfolios, and set concrete retirement goals. In contrast, individuals with limited
financial knowledge exhibited lower confidence in managing their finances and showed a lack of preparedness for
retirement. The study also identifies critical gaps in financial education, particularly among younger participants and those
from lower-income groups.

Keywords

Financial literacy, Retirement planning, Personal financial planning, financial behaviour, Investment knowledge, financial
education, Savings behaviour, Risk perception, Long-term financial goals, Pension systems, Demographic factors,
Retirement preparedness, Economic environment, financial knowledge gaps, Survey research, Correlation analysis,
financial attitudes, Budgeting skills, Income levels, Age and retirement planning

1. INTRODUCTION:

In today’s rapidly evolving economic environment, personal financial planning has emerged as a cornerstone of long-term
financial security, particularly in the context of retirement. With increasing life expectancy, inflationary pressures,
escalating healthcare costs, and the gradual shift from employer-sponsored pension schemes to individual retirement
accounts, the responsibility of ensuring a financially stable retirement has shifted significantly to individuals. However,
despite this growing responsibility, many people across various demographic groups remain underprepared for retirement,
largely due to inadequate financial literacy.

Financial literacy, defined as the ability to understand and effectively use financial knowledge and skills, plays a vital role
in influencing how individuals save, invest, budget, and plan for the future. It is increasingly recognized that individuals
with higher financial literacy are more likely to engage in informed financial behaviours, including setting clear retirement
goals, diversifying investments, and saving consistently over the long term. Conversely, those with limited financial

© 2025, IJSREM | www.ijsrem.com DOI: 10.55041/IJSREM47116 | Page 1


http://www.ijsrem.com/

A-_’_'I \33‘
b R
@ﬁm International Journal of Scientific Research in Engineering and Management (IJSREM)

W Volume: 09 Issue: 05 | May - 2025 SJIF Rating: 8.586 ISSN: 2582-3930

knowledge often struggle with basic financial decisions, leading to poor retirement preparedness and increased financial
vulnerability in later life.

Given this context, the present study seeks to explore the impact of financial literacy on retirement planning, with a
focus on understanding how different levels of financial knowledge, attitudes, and behaviours affect individuals' readiness
for retirement. This research not only evaluates the financial literacy levels across different age groups but also investigates
how behavioural biases, access to financial education, and personal perceptions influence retirement-related decisions.

By employing structured survey data and statistical tools such as descriptive analysis and correlation analysis, this study
aims to uncover meaningful patterns and relationships between financial literacy and retirement preparedness. The
findings are expected to contribute to both academic literature and practical policy design, offering insights that can
support the development of targeted financial education programs and empower individuals to take control of their
financial futures.

2. Literature Review:
2.1 Financial Literacy and Retirement Planning Behaviour

Lusardi and Mitchell (2011) found that financial literacy strongly influences retirement planning, with knowledgeable
individuals more likely to save and invest effectively. Behrman et al. (2012) confirmed its significant role in building
retirement wealth, even after accounting for income and education.

2.2 Age and Financial Decision-Making

Agarwal et al. (2009) showed that financial decision-making peaks in middle age and declines afterward, while younger
individuals often lack experience. This suggests the need for age-specific financial education.

2.3 Challenges and Misconceptions in Retirement Planning

The OECD (2016) reported that many underestimate retirement costs and over-rely on pensions, highlighting gaps in
awareness and the need for proactive planning.

2.4 Income, Budgeting, and Retirement Saving

Hilgert et al. (2003) found a strong link between budgeting habits and saving behaviour. Good money management
supports better retirement preparedness.

2.5 Risk Tolerance and Investment Behaviour

Grable and Lytton (1999) emphasized that financial literacy enhances risk understanding, leading to more informed and
diversified retirement investments.

2.6 Sources of Financial Education

The NFCS noted that schools, workplaces, and family are key sources of financial learning. Lusardi (2019) warned that
informal sources can spread myths, whereas formal education is more effective.

2.7 Gaps in Existing Literature

Few studies compare financial literacy and retirement behaviour across diverse age and income groups using statistical
methods like correlation analysis, which this study aims to address.

3. RESEARCH OBJECTIVES:
1.To evaluate the level of financial literacy among different age groups.
ii.To examine the retirement planning strategies and decisions of individuals.

iii.To identify the common challenges and misconceptions faced by individuals in retirement planning.
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iv.To assess individuals’ perceptions of their financial readiness for retirement.

v.To investigate the primary sources of financial education for different age groups.

4. SCOPE AND LIMITATIONS:
4.1 Scope of the Study

o The study focuses on assessing the impact of financial literacy on retirement planning among employees
aged 18-65 years.

o It covers key dimensions such as budgeting, saving habits, investment knowledge, risk tolerance, and
perceived retirement readiness.

. The research includes individuals from various organizational backgrounds, allowing comparison across
different age groups.

. Findings aim to support the development of targeted financial education programs and policy
recommendations.

4.2 Limitations of the Study

o Sample Size: The study is limited to 105 respondents, which may not fully represent the wider working
population.

. Geographic Scope: Participants were primarily from specific organizations, limiting regional diversity.
o Self-reported Data: The study relies on self-reported responses, which may be subject to bias or
inaccuracies.

. Limited Tools: The analysis was conducted using basic statistical tools in Excel, which may restrict the

depth of statistical insight.

5. RESEARCH METHODOLOGY:
5.1 Study Design

A cross-sectional survey design was used to examine the relationship between financial literacy and retirement planning
among working individuals.

5.2 Subjects
The study included 105 employees aged 18—65 years from various organizations, evenly distributed across five age groups.
5.3 Materials and Tools

A structured Google Forms survey was used, consisting of Likert-scale and open-ended questions covering financial
literacy, retirement behaviours, perceived readiness, and sources of financial education.

5.4 Procedure

The survey was developed using existing literature and distributed electronically. Data were collected over three weeks,
cleaned for accuracy, and analysed using Microsoft Excel with descriptive statistics and Pearson correlation.

5.5 Equipment
. Google Forms — for survey creation and distribution

. Microsoft Excel — for data cleaning and analysis
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5.6 Ethical Considerations

Participants were informed about the study’s purpose, assured of confidentiality, and given the option to withdraw at any
time.

6. DATA INTERPRETATION AND KEY FINDINGS
6.1. Correlation Analysis

Overview of Correlation Coefficient (r):

. The correlation coefficient (r) ranges from -1 to +1.
o +1 indicates a perfect positive correlation.
o 0 indicates no correlation.
o -1 indicates a perfect negative correlation.
. Generally:
o 0.1 to 0.3 = weak positive correlation
o 0.3 to 0.5 = moderate positive correlation
o >().5 = strong correlation

Key Findings from Correlation Analysis:

Sr. | Variablel Variable2 Correlation
No. Coefficient
()
1 Do you regularly track your | Do you believe that there is impact of taxes | +0.222
income and expenses. on your salary and savings.
2 Do believe your retirement | Do you believe you have learned about | +0.322
funds will outpace inflation. financial planning through formal

education (school/college).

3 Do you believe you know how to | Do you think learning about retirement | +0.204
differentiate between assets and | planning through
liabilities. workshops/seminars/webinars must be

preferred

4 Do you think feel that market | Do you believe that you review and adjust | +0.221
risks discourage you from | your retirement plan periodically.
investing for retirement.

1. Tracking Income/Expenses & Understanding Tax Impact (r = +0.222)
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Do you believe that there is impact of taxes on
your salary and savings.
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. There is a weak positive correlation between regularly tracking income/expenses and believing that taxes

impact salary/savings.

o This suggests that individuals who monitor their finances are slightly more likely to recognize the
importance of tax implications on their financial outcomes.

2. Belief in Retirement Funds Outpacing Inflation & Formal Financial Education (r = +0.322)

Do yo believe you have learned about
financial planning through formal education
(school/college).

Axis Title
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. A moderate positive correlation suggests that people who have received formal financial education are

somewhat more likely to believe that their retirement funds will outpace inflation.

3. Understanding Assets vs. Liabilities & Preference for Retirement Planning Workshops (r = +0.204)

Do you think learning about retirement planning through
workshops/seminars/webinars must be preferred
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The weak positive correlation here implies that individuals who understand the difference between assets and liabilities
tend to slightly Favor retirement planning through structured learning platforms like workshops or seminars.
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4. Market Risk Discouragement & Periodic Review of Retirement Plans (r = +0.221)

Do you believe that you review and adjust your
retirement plan periodically.
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o A weak positive correlation indicates that those who feel discouraged by market risk are also somewhat
likely to review and adjust their retirement plans.
. This could suggest that risk-aware individuals tend to be proactive, possibly adjusting plans to manage

perceived risks better.
Overall Insights -
e  All correlations are positive, though mostly weak.

e Financial awareness and education seem to have a small but positive influence on attitudes and behaviours
toward retirement planning.

e These results indicate that enhancing financial literacy (through formal education or workshops) could
potentially lead to better financial behaviours and planning practices, although the relationships are not very
strong.

CONCLUSION:

The research shows a clear link between financial knowledge and effective retirement planning habits. People who are
more financially literate tend to feel more confident about managing their money, take a proactive approach to saving and
investing, and are more aware of long-term financial risks like inflation and market fluctuations. While most of the
correlations observed were weak to moderate, they consistently underscored the importance of formal financial education
and structured learning resources in shaping how prepared individuals are for retirement. Additionally, behaviors such as
budgeting, tracking expenses, and regularly reviewing retirement plans were more prevalent among those with higher
financial literacy. However, the study also pointed out some gaps—particularly among younger and lower-income
participants—indicating a need for targeted financial education programs.

These initiatives should not only cover basic financial concepts but also offer practical retirement strategies that cater to
various life stages. In summary, boosting financial literacy is crucial for ensuring secure retirements. Policymakers,
educators, and organizations need to work together to provide accessible, age-appropriate financial education that
empowers individuals to make informed and confident decisions about their retirement.
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