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An examination of involvement in relation to superannuation consumption.

This study examines consumer involvement in the context of superannuation in order to
gain an understanding of this important consumer behaviour construct in a forced
consumption situation i.e. compulsory superannuation. In doing so, associations between
involvement and consumer knowledge, consideration of future consequences (CFC), age
and education are proposed and tested. Data were gathered via self-report survey from
329 respondents from four regions in south-east Queensland representing a diverse socio-
economic spread. The results of regression analysis clearly indicate that subjective
knowledge, age and CFC are positively associated with involvement in relation to
superannuation. Findings in relation to objective knowledge and education were not
significant. The findings indicate, that in practical terms, marketing efforts should be
concentrated, not only on the provision of information in relation to superannuation, but,
more importantly, on attitude change with the objective of stimulating need recognition

in younger superannuation consumers.



INTRODUCTION

The superannuation landscape in Australia provides for a unique consumption situation.
Superannuation contributions (via the Superannuation Guarantee Charge) are mandatory
for most employed consumers resulting in “forced’ rather than “voluntary’ consumption
behavior. Thus, demand appears to be stimulated by government regulation which has a
significant impact upon the consumer decision-making process. In essence, Government
intervention has denied the consumer the experience (and consequential learning related
to need recognition) within the initial stages of the decision-making process.* As a result,
subsequent consumption behaviour should also be affected. For example, the motivation
for consumers to engage in search and evaluation activities (i.e. information gathering
and processing) may have been diminished as need recognition (in relation to
superannuation) occurs at the societal level (i.e. recognized by the government), rather
than at the individual level (i.e. recognized by the consumer). Given that recent
legislative change now allows the individual super fund choice (previously nominated by
employers), it is likely that many important financial decisions may be determined on the
basis of very little knowledge of superannuation, in general, and, more specifically, fund
performance. This may result from both knowledge deficiency and a lack of consumer
interest or perceived relevance (particularly with younger consumers) in relation to
superannuation. This study examines this issue of relevance (i.e. consumer involvement)
in the context of superannuation in order to gain an understanding of this important
consumer behaviour construct in a forced consumption situation i.e. compulsory

superannuation. In doing so, we propose and test associations between involvement and



consumer knowledge, consideration of future consequences (CFC), age and education.
As a result, we gain valuable insight into the initial stages of the consumer decision-
making process, in the context of superannuation, and establish a benchmark for future

research in this area.

THEORETICAL DEVELOPMENT

Need recognition occurs when there becomes an apparent difference between actual and
desired states which is sufficient to motivate action in order to rectify the disparity. In
the case of superannuation, need recognition is complex because, at the individual level,
the need develops over time. Often, it is not until the individual gets closer to retirement
age that the realization of the discrepancy between their actual and desired states
becomes apparent. At this point it is often too late to rectify any such incongruities.
However, under new superannuation legislation, consumers will have the option of
choosing a preferred super fund which will expose them to the information search and
evaluation stages of consumer decision-making, regardless of whether need recognition
has occurred or not. At this point, those people who believe that superannuation is
personally relevant to them (recognized the need), may engage in extensive information
search and be inclined to effectively exercise their right to super fund choice. Further,
additional knowledge of investment alternatives, within the context of involvement
theory, may encourage concomitant increases in the level of subsequent information
search and processing. On the other hand, it appears plausible that those people who do

not perceive superannuation as particularly relevant to them may be less inclined to seek



out information in order to inform their decisions which may have a resultant deleterious
impact upon their accumulated knowledge, subsequent involvement and future financial

security.

Consumer Involvement & Knowledge

Central to the issue of information processing in the initial stages of consumer decision-
making is that of involvement, which has been described as being an individual
difference variable that has direct consequences on consumption-related behaviours.?
Involvement theory suggests that the degree to which consumers will engage in
information-processing activity is dependent upon the relevance of the purchase. * For
example, when involvement is high there is a higher level of information search and
processing.® This often generates negative evaluations of product information (i.e.
negative attitudes) and the likelihood of rejection is greater as the consumer is more
discerning.® ” Conversely, when involvement is low there is limited information search
and, as a result, consumers are more susceptible to persuasion (generally through

peripheral advertising cues) than highly involved consumers. * 8

The nature of involvement dictates its close relationship with the amount of knowledge
consumers have in relation to a particular product category (i.e., high involvement
equates with higher knowledge). For example, those who are involved will engage in
more information search activities and, as a result, gain more knowledge. Research

suggests that consumer knowledge is comprised of two main components, that being



subjective and objective product knowledge. Subjective knowledge refers to what the
consumer thinks they know, whereas objective knowledge relates to what the consumers
actually know, measured via a test.” Previous research suggests that subjective and
objective knowledge influence information processing in different ways. In particular,
objective knowledge is more likely to influence the amount of information sought,
whereas subjective knowledge is closely related to purchase-related behaviours and
decision-making.? However, regardless of the influence of knowledge upon behaviour, it
would be expected that an individual who is more involved with superannuation would
be more likely to have greater knowledge (both subjective and objective) regarding

superannuation. On this basis, the following hypotheses are proposed:

H1: Subjective knowledge will have a significant positive association with consumer
involvement in relation to superannuation.
H2: Objective knowledge will have a significant positive association with consumer

involvement in relation to superannuation.

Age

Although past research suggests that experience is another category of consumer
knowledge,*® more contemporary thought suggests that experience is a determinant of
information search behaviours and (both) subjective and objective knowledge.” Early

research by Taylor'! revealed a high correlation between age and experience when



examining managerial-level information processing and decision-making. Later research
utilized age as a measure of experience in assessing the cognitive search strategies of
financial analysts.'? Other research has found that older consumers (who possess higher
levels of financial experience and knowledge) engage in higher information search
behaviors than younger consumers, when evaluating investment alternatives.® Similarly,
Lin and Lee™* advocate that older consumers have more accumulated experience in
making investment decisions which equates to higher levels of accumulated knowledge.
On this basis, and considering that as consumers age they are more likely to realize the
importance of their superannuation plan in facilitating their retirement lifestyle

preferences (i.e. more involved), it is hypothesised that:

H3: Age will have a significant positive association with consumer involvement in

relation to superannuation.

Education

It has also been argued that better-educated consumers have a more extensive knowledge
structure, tend to gather more information and are capable of assimilating complex
information.>® Previous research has found a positive linear relationship between an
individual’s education level and information search involving purchases of durable
goods.’”*® In their study of pre-purchase online search behaviours of automobile
shoppers, Klein and Ford*® found a significant positive relationship between education

and the number of information sources used. Within the financial services context, Lin



and Lee™ determined that individuals with a college degree were more likely to search
for information regarding different financial investment alternatives. Given that
individuals who are highly involved also engage in greater information search, it may be
that those individuals who are highly involved with superannuation tend to have higher
levels of education. This appears plausible given that superannuation is a complex
product requiring the assimilation of complex information. On this basis, it is

hypothesised that:

H4: Education will have a significant positive association with consumer involvement in

relation to superannuation.

Consideration of Future Consequences

Furthermore, given that superannuation is characterized by the future-orientation of the
product’s benefits, it would be expected that those consumers who are highly involved in
superannuation would have an appreciation of the way in which their immediate
behaviour will influence future consequences. Defined as “a stable individual difference
that reflects the extent to which distant versus immediate consequences of behaviour are
considered” ?° (p. 117), consideration of future consequences (CFC) has been shown to
predict health behaviours associated with alcohol use, cigarette use and environmental

issues.?°



CFC theory suggests that for some individuals, engaging in certain behaviors may be
guided by a perceived trade-off between those personal costs and benefits associated with
a given behavior in the short term, and those costs and benefits (associated with different
behaviors) in the long term.?! Therefore, the manner in which an individual views time
(which is considered as a valid and reliable individual difference)? is predictive of
resultant behavioral choices.?® Although CFC is considered to be relatively stable over
time?*, there is some evidence that individual experiences may influence a person’s
temporal orientation.”> Moreover, an individual’s personality traits, age and reference
groups may impact upon an individual’s decisional and behavioral choices.?**’ Given the
above discussion, it would be expected that CFC may also play an important role in

predicting involvement in relation to superannuation. As such, it is hypothesised that:

H5: Consideration of future consequences (CFC) will have a significant positive

association with consumer involvement in relation to superannuation.

RESEARCH DESIGN

The research design included the development of a self-report survey, which included
measures to capture the constructs of interest in this study. The survey included scale
items to measure involvement, *® consideration of future consequences ° and subjective
knowledge.® The 4-item involvement scale was adapted from Beatty and Talpade % who

used the scale to measure product category involvement and reported strong reliabilities



of the scale at .74 and .80. Consideration of future consequences (CFC) was taken from
Petrocelli  who developed an 8-item CFC scale demonstrating strong reliability (.82)
and dimensionality. Subjective knowledge was measured by a short 5-item reliable scale
developed by Flynn and Goldsmith ° and tested over 8 separate data collections which
produced reliability estimates ranging from .87 to .93. In relation to objective knowledge,
four items relating to superannuation in general were developed specifically for this
study. Demographic information regarding age and education was also collected.
Changes to wording of the items were adapted to reflect the context of this study and
these are shown in Table 1 along with corresponding factor loadings. A 7-point Likert
scale ranging from “strongly disagree” (1) to “strongly agree” (7) was used throughout
the survey for all measurements except for objective knowledge. Items measuring

objective knowledge had response options of “yes”, “no” and “don’t know”.

--- Insert Table 1 here ---
A stratified sampling method was used whereby four small regions in south-east
Queensland were specifically selected for data collection in order to achieve a diverse
socio-economic spread in relation to the sample. Within each region, streets were
randomly selected and surveys (with reply paid mail envelopes) were letter-box dropped
in these areas. Two surveys per household were distributed in order to capture the
responses of not only the main household earner but also others within the family. Of the
2000 surveys distributed, 329 surveys were returned, representing a response rate of 16%.
The response rate obtained, while reasonably low, is indicative of mail survey response

rates. The resulting sample represented demographic diversity and was comprised of 51%
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female and 49% male; mean age was 34 years (ranged between 18 and 62 years); 49%
casual/part-time employed and 51% full-time employed and income levels of 49%
earning under $30 000 per annum, 31% earning between $30 000 and  $60 000 per
annum and the remaining 20% earning over $60 000 per annum. This sample is quite
representative of the region where data were collected. For example, the large proportion
of the sample being casually employed is a product of tourism being the major industry

within the region.

RESULTS

Preliminary Analysis of Scales

Firstly, each variable was visually inspected for normality, skew and kurtosis and the
presence of outliers. Histograms were deemed appropriate at this stage to provide the
best “overall” picture of each variable across a small range of scores (1 to 7). In addition
to visual inspection, each variable was analysed via test of skewness and kurtosis.
Overall the data did not appear to be problematic, with all statistics falling within
acceptable ranges. For example, skew and kurtosis values were less than + 2.00,
indicating that the frequency distributions were considered normal. Similarly, the data
was inspected for the presence of outliers and none were detected. For example, scores
did not fall outside the range of 3 to 4 standard deviations, which is the recommended

criteria for detecting outliers for large samples.

Prior to the main analysis of the study, the scales used to measure the relevant constructs

underwent preliminary analysis in order to examine the reliability and factor structures of
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the scales prior to computing composite measures for each variable. Factor analysis
revealed that all scales were unidimensional with eigenvalues greater than 1, factor
loadings ranged between .74 and .93 and these were above the recommended level of .50.
%% Furthermore, Cronbach’s Alpha estimates ranged from .81 to .86 which were above .70
% thus indicating internal consistency of the scales (refer Table 2 for summary of these
results). This being the case, the data were deemed appropriate for the computation of
mean values to form composite measures for each of the variables. The means of the
resulting composite variables ranged from 3.22 to 4.79 and the standard deviations
ranged from 1.13 to 1.57 (refer Table 2). In relation to objective knowledge, a correct
answer was given a score of 1 and wrong answers or “don’t know” answers a score of
zero. These were then summed to produce an overall score in relation to objective
knowledge. So the responses were scaled according to the level of knowledge held by
respondents, a constant of 1 was added to each respondent’s score, thus eliminating any
zero scores. The result was that objective knowledge was recorded for each respondent
on a scale ranging from 1 (no knowledge) to 5 (very knowledgeable). (A similar scaling
technique was used by Dutcher, Finley, Luloff and Johnson *! when scaling responses to

3 Venn diagrams used to measure environmental connectivity).

Prior to conducting regression analysis, bivariate correlations between the constructs
were examined in order to establish the relationships between variables (as shown in
Table 3). While the majority of correlations were significant, they were not high enough

to indicate that multicollinearity would be problematic in the ensuing analysis.
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--- Insert Table 2 & 3 here ---

Main Analysis

In order to address the hypotheses, regression analysis was conducted to examine the
effect of the independent variables (subjective knowledge, objective knowledge, age,
education and CFC) on the dependent variable (involvement). The results presented in
Table 4 indicate that 25% of the variance in involvement is accounted for by the
independent variables (F statistic of 20.16, p <.001). The results indicate that subjective
knowledge had a significant positive effect on involvement with a beta weight of .27 (p <
.05), as did age with a beta weight of .27 (p <.05) and CFC with a beta weight of .15 (p <
.05). However, objective knowledge and education were not significant. On this basis

H1, H3 and H5 were supported, whereas H2 and H4 were not.

LIMITATIONS
Limitations of this study include issues relating to non-response bias, generalisability and
measurement. Firstly, non-response bias was not tested, however, the variability of
responses and demographic spread of the sample suggests that any such bias may have
been minimal. Secondly, generalisations of the findings beyond the South- East region of
Queensland should be treated with caution. However, given that superannuation is
dictated by Federal legislation, the issues faced by consumers of superannuation are the
same across the country. Therefore, it is suggested that such generalisations could be
reliable. Also, as commonalities exist between Australia and other countries (e.g.

Sweden, Chile and Mexico) in relation to the mandatory nature of superannuation
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(pension plans) and issues surrounding ageing populations, the findings may be of
interest to other nations. In addition, the findings in relation to involvement are limited
by the measures used which reflect relevance and interest in superannuation rather than
active involvement. As such, future research should address deficiency. Lastly, other
variables such as income, job status and gender were not considered in assessing an
individuals’ level of education, search time costs and subsequent involvement. Future
research should investigate the role (and interaction effects) of these variables in the

context of superannuation services evaluation.

DISCUSSION

The results clearly indicate that subjective knowledge, age and CFC are positively
associated with involvement in relation to superannuation. Therefore, older individuals
who think they know a lot about superannuation and consider the future, rather than the
immediate, consequences of their actions are more likely to be involved or perceive
greater relevance in relation to superannuation. While these results make sense, what is
surprising is the non-significant findings in relation to both objective knowledge and
education. On this basis, it appears that a difference exists between individuals, who
have an interest in superannuation, think they know about superannuation as opposed to
what they actually know. This is possible given the complex nature of superannuation.
Therefore, individuals may feel knowledgeable about superannuation and this may go
hand in hand with their high level of interest. However, if (unbeknownst to them) the

knowledge that they possess is inaccurate or incomplete, then inappropriate financial



decisions may result. Moreover, as decision-making is more closely linked to subjective
knowledge as opposed objective knowledge, ? such decisions are likely to occur. It may
also be expected that, as the individual’s decision would be based on what they perceive
to be sound knowledge, the decision may come with a certain level of confidence. Given
this, the highly involved consumer may actually engage in less information search prior
to the decision as opposed to those who are less involved and more wary in relation to

superannuation decision-making.

The non-significant association of education with involvement may be the result of the
significant influence of age in relation to superannuation involvement. For example,
although older consumer may be more likely to have an interest in superannuation, it
does not necessarily mean that older consumer possess a higher level of education. In
fact, it is more likely that younger consumers would show higher levels of formal
education than older consumers. Furthermore, this finding is consistent with historical
evidence from the UK whereby changes to retirement fund policy resulted in decisions
that incurred losses that were not confined to less-educated consumers, but included
many consumers with higher levels of education (eg. trained professionals, teachers and

academics) who had made poor pension plan choices.*

The findings in relation to age and superannuation involvement may well be indicative of
an absence of recognition of need in younger people. Given the potential for economic
detriment to individuals in the long run, not to mention the burden that non self-funded

retirees will place on society, this is an issue that needs addressing. In particular,
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marketing efforts should be concentrated, not only on the provision of information in

relation to superannuation, but, also on attitude change with the objective of stimulating

need recognition in younger (low involvement) superannuation consumers. Just as
advertising campaigns, combined with Government policy, have instigated change in
relation to consumer attitudes and behaviour regarding social issues, such as smoking,
recycling, drink driving etc., similar strategies should be utilised in the context of
superannuation. In learning by our marketing successes regarding attitudinal and
behavioural change in the past,® we can enhance the effectiveness of our marketing

efforts in relation to superannuation in the future.

Conclusion

Issues related to self-funded retirement (eg. superannuation, pension plans) are of
paramount importance in societies characterized by ageing populations. While the
importance of appropriate education and information dissemination regarding “super

choice” has been highlighted by the Wallis Committee (commissioned to investigate

superannuation choice in Australia in 1996), issues surrounding attitudinal change in high

and low involvement consumer segments has been largely overlooked. No amount of

education or information dissemination will be sufficient if consumers are not internally

motivated to seek out and evaluate this information for application in their present and

future decision-making endeavours.
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Table 1. Survey Items and Factor Loadings

Factor

Survey Item Loading
Involvement
In general, | have a strong interest in superannuation. .82
Superannuation is very important to me. .93
Superannuation matters to me. .89
| get bored when other people talk to me about superannuation.** 74
Subjective Knowledge
Among my circle of friends, I am one of the experts on superannuation. .86
I know pretty much everything about superannuation. .79
I do not feel very knowledgeable about superannuation.** .79
Compared to most other people, | know less about superannuation.** 76
When it comes to superannuation, | really don’t know a lot.** .84
Consideration of Future Consequences
I only act to satisfy immediate concerns, figuring the future will take care of itself.** .79
I generally ignore warnings about possible future problems because | think the problems will be
resolved before they reach crisis level. ** 76
In general, the future consequences of my behaviour are more important to me than the immediate
conseqguences. 75
When | think about doing something, I generally think about how it will affect me in the future,
rather than now. .82
Generally, my decision to do things is influenced by the thought of future consequences rather than
immediate consequences. .83
Objective Knowledge
Superannuation is safe because it is guaranteed. n/a
If I make voluntary contributions into my super fund, I can withdraw that money if | need it. n/a
Superannuation trustees must distribute member funds according to their will in the case of death. n/a
Providing you can prove you have retired, you can access all of your superannuation regardless of n/a

age.
(The correct answer for each of these statements is “no”)

** Denotes reverse scored.
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Table 2 Preliminary Analysis of Scales and Composite Variables Descriptive Statistics

Variable No of Items Loadings Cronbach’s Alpha
Involvement 4 .74 -.93 .82
Subjective Knowledge 5 .86-.86 .86

CFC 5 .75-.83 .81
Composite Variables Mean Standard Deviation

Involvement 4.79 1.57

Subjective Knowledge 3.22 1.39

CFC 4.62 1.13
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Table 3. Bivariate Correlations

Involvement Subjective K. Objective K. CFC Age Education
Involvement 1.00
Subjective K. 0.39** 1.00
Objective K. 0.22** 0.26** 1.00
CFC 0.25** 0.21** 0.27** 1.00
Age 0.37** 0.21** 0.31* 0.12* 1.00
Education 0.03 0.06 0.01 0.20** -0.15* 1.00

** Correlation significant at 0.01 (2-tailed) * Correlation significant at 0.05 (2-tailed)
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Table 4 Results of Regression Analysis

Dependent Independent Variables Beta Sig. R? F- Sig.
Variable statistic
Involvement (H1) Subjective Knowledge .27 .001 .25  20.16 .001

(H2) Objective Knowledge .02 ns

(H3) Age 27 .001

(H4) Education -.04 ns

(H5) CFC 15 .004
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