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ABSTRACT
Retirement should be a time to look forward by employees because they can take a break from the duties and
responsibilities of his job after such a long time to serve. But some studies show that not all employees turned out to be
ready to face the coming pension. This study aims to determine the effect of individual factors and organizational
factors as well as social support towards the readiness of pre-retirement employees towards retirement. The research
was conducted on civil servants who will retire in North Sulawesi province, Indonesia. By using purposive sampling
techniques, this research obtained 106 respondents, but only 100 respondents who complete answer were used in the
data analysis. The process of the data analysis done by using a software of SPSS for Window version 20.0.
The results of this study indicate that individual factors such as retirement preparation and preparation of substitute
activities significantly influence the retirement readiness. While organizational factors such as the retirement
preparation programs do not affect the retirement readiness. Social support was found play a role as a moderating
variable between individual factors with retirement readiness. But on the other hand, Social support as a moderating
variable between organizational factors with retirement readiness in this study was not supported.

Keywords: retirement readiness, financial preparation, preparation of substitute activities, retirement benefits, social
support.

INTRODUCTION

Retirement period in the work is a thing that cannot be avoided by everyone. Brotoharjo (2007) revealed that the
retirement or quit from a job is a challenge and also an opportunity to do new things. For some people, retirement is a
time to be grateful and eagerly waited because it is a resting period after all years of work. But for some others,
retirement is not expected, or even unpleasant. This is because most people think that retirement will break the social
chains that are already established many years with colleagues, and they also feared it could eliminate the identity of a
person which has been attached for so long (Warr & Moorthy, 2012).

The Readiness to face retirement depends on the preparation performed by individuals.. In their research, Noone,
Stephen and Alpass (2009) indicated that preparations to welcome retirement could help obtain a prosperous life after
retirement in the future. Agree with them, Topa, Moriano, Depolo, Alcover, and Morales (2009) proved that there was a
significant correlation between the behavior of retirement planning and retirement satisfaction.

Retirement preparation conducted by individuals, among others, can be in the form of financial preparations in
order to meet the living needs after retirement. According to Berger and Denton (2004), financial preparation before
retirement was an attempt to optimize the wealth later in life, it could be in the form of savings account, health
insurance, stock purchase, asset purchases, and various other forms of investment.

Another thing that is often prepared by employees prior to retirement is preparing substitute activities to do after
retirement. Examples of substitute activities to do after retirement, among others, social activities, economic activities
or are self-employed and others (Petkoska & Earl, 2009). Having substitute activities after retirement can help an
employee to feel ready for retirement because in addition to leisure time, substitute activities can also be a source of
additional revenue. Studies conducted by Latif and Alkhateeb (2012) found that substitute activities after retirement
greatly affected one's readiness in facing the retirement.

Organizations also need to help their employees to get ready for retirement. Organizational support can be in the
form of retirement preparation program delivery. Past studies found that retirement preparation programs organized by
organizations such as financial management training could help in the preparation for retirement (Ross & Wills, 2009).
Such training can produce a change in attitude about how to think and plan finances for retirement so as to encourage
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employees to continue to increase savings for retirement purposes (McCarthy & Turner, 2000; Madrian and Shea,
2001). Further research conducted by Robinson, Demetre and Corney (2011) showed that the employees who followed
the retirement preparation program from the organization had a higher level of life satisfaction during retirement period.

In addition to retirement preparation programs, the provision of retirement benefits from the organization can
also help a person's readiness to retire. According to Fronstin (1999), the employees who will retire so expected the
organization in which they work to provide pension benefits. The pension benefits are income in later retirement period
(Kim, Kwon & Anderson 2005).

In addition to the individual and organizational preparation, it turns out that social support can affect a person's
readiness in facing the retirement. Albert (1995) explained that social support from family and colleagues could affect
an individual's readiness to retire. Similarly, a study conducted by Kuncoro and Sari (2006) showed a negative and
significant correlation between social support and anxiety in facing the retirement. The higher the social support,
anxiety in facing the retirement would be lower so that employees were better prepared to face retirement.

Based on the above background exposure, the study aims to determine the influence of factors of employee
retirement plan covering pre-retirement financial preparation and preparation of substitute activities; as well as
preparation for retirement on organizational factors (ie their retirement preparation programs and the provision of
pension benefits) on the readiness of employees to retire with social support as a moderating variable.

LITERATURE REVIEW AND MODEL DEVELOPMENT

The Influence of Individual Factors (Financial Preparation and Substitute Activities) on the Readiness to Face
Retirement

The pension is defined as a condition when a person is no longer doing routine jobs and receive at least some
income as pension funds (Reitzes & Mutran, 2004). Muratore and Earl (2010) explained that the pension was a drawn
on the completion of a job or career that was accompanied by changes in the value of resources and the amount of
income. In other words, retirement is a change fom working situation to stop working situation or out of work
condition.

Preparation for retirement is defined as investment effort undertaken by individuals who are temporarily working
for the benefit of future prosperous (Muratore & Earl, 2010). Some researches suggested that individuals began
preparations for their retirement long before they actually leaved the workplace (Anderson, Li, Bechhofer, McCrone &
Stewart, 2000).

Harshey et al., (2003) suggested the preparation of retirement that included measures such as gathering
information about retirement, establish how much money will be needed in retirement, and discuss retirement plans
with others, were important things that must be performed so that an employee could prepare retirement well.

Preparation for retirement by individuals, among others, can be a financial preparation in order to meet the needs
after retirement (Joo & Pauwels, 2002). According to Denton et al, 2004, financial preparation for retirement was an
action taken by each individual during productive work to prepare everything related to the financial needs for later
retirement. Financial preparation may include the preparation of retirement savings (Joo & Pauwels, 2002; Berger &
Denton, 2004; Kim et al, 2005; Noone et al, 2009; Mayer et al 2011; Moorthy, Chelliah, Sien, Leong Kai, Rhu, & Teng,
2012), preparation of insurance (Berger & Denton, 2004) and other investments preparaton (Berger & Denton, 2004;
Kim et al, 2005; Latif & Alkhateeb, 2012).

Financial preparation factor is a factor that can influence the behavior of retirement planning (Jacob-Lawson,
Harshey & Neukam, 2004). The confidence level of individuals to face retirement tend to be higher if they have
prepared the funding requirements for retirement period in the form of savings and other investments (Kim et al, 2005),
because by preparing finance, someone can add assets in retirement period in order to meet the desired lifestyle. Habib
(2007) found that there were still many people who did not want to retire because they did not set aside money for the
retirement period or too late in preparing it. Furthermore, Harsey et al (2003) reported that financial preparedness was a
significant factor to one's readiness to face retirement.

In addition to financial preparation, preparation of substitute activities after retirement can also affect a person's
readiness to face retirement. Patrickson and Hartman (1996) revealed that one factor that might influence the decision to
retire was the preparation of the other works. Furthermore Albert (1995) said that having an substitute activity plans for
retirement could have a significant effect on life after retirement, because the substitute activities might replace the
revenue that was necessary to maintain the standard of living. The studies conducted by Latif & Alkhateeb (2012) and
Moorty et al (2012) showed that individuals who participated in other activities were better prepared for retirement and
were more confident in making the decision to retire.
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Thus, the hypothesis to be made to be investigated in this study are as follows:

H1: Financial preparation has a positive and significant influence on the readiness to face retirement
H2: Preparation of substitute activities has a positive and significant influence on the readiness to face retirement

Influence of Organizational Factors (Retirement Preparation Program and Pension Benefits) on the Readiness to
Face Retirement

Retirement preparation program is the last investment form company for the employees before they are retired
(Ross & Wills, 2009). According to Power and Hira (2004), retirement preparation program was an activity organized
by the organization or employer for the workers who would retire. Such activities generally include a discussion of
financial planning, psychological aspects of retirement or everything to do with things that need to be prepared to face
retirement.

Retirement preparation program can enhance the knowledge of individuals in preparing everything for retirement
(McCarthy & Turner, 2000; Power & Hira, 2004). With some evidence to support that view, Yates and Ward (2013)
suggested that the financial professional adviser from the organization can assist individuals in managing financial and
retirement costs in the future. So that those who knew a lot about financial planning would be better prepared for
retirement (Harsey et al., 2003; Clark and d'Ambrosio, 2003; Mayer et al., 2011).

Robinson et al, (2011) found that those who followed the retirement preparation program from the organization
had higher level of life satisfaction during the retirement period. Similarly, Sari (2012) showed that retirement
preparation program was proven to  be effective in lowering anxiety levels of employees during retirement. Grable and
Joo (1999) found that retirement preparation program from the organization showed a positive impact on retirement
planning and investment decision making. The same result was evidenced by Kim, et al, (2005) which stated that
retirement preparation program from the organization was positively and significantly related to preparedness for
retirement.

In addition to retirement preparation program from the organization, providing pension benefits can also affect a
person's readiness to retire. The pension benefits are periodic payments paid to participants at the time and in the
manner set out in the pension regulations. In other words, pension benefits mean that the amount of allowances to be
received by the pensioners based on the monthly benefit formula or the at once benefit formula.

Fronstin (2002) explained that employees who would retire were expecting organizations to provide retirement
benefits, because it was an income source for them to maintain a standard of living (Kim et al, 2005), the information
from the organization relating to financial resources in the form giving pension benefits to the employees can provide a
significant improvement on employees’ satisfaction during retirement (Power & Hira, 2004). Kim et al, (2005) revealed
that individuals confidence to retire was very dependent on their self-confidence, especially on the provision of
retirement benefits from the organization rather than other factors.

Thus, the hypothesis to be made to be observed in this study are as follows:

H3: The existence of retirement preparation program from the organization has a positive and significant influence on
the readiness to face retirement

H4: The existence of pension benefits from the organization has a significant and positive influence on the readiness to
face retirement

The Influence of Social Support Factor as a Moderating Variable Between Individual and Organizational
Factors on the Readiness to Face Retirement

According to Dimatteo (2001), social support was any support or help that comes from other people such as
friends, family, neighbors, colleagues and others. Sarason, Sarason and Pierce (in Baron & Byrne, 2000) defined social
support as a physical and psychological comfort provided by friends and family members. From the above description
we can conclude that social support is a physical and psychological comfort, attention, appreciation, and assistance in
the other forms that are accepted by an individual from another person or group.

Social support from family, colleagues or from people around will determine one's readiness for retirement
(Hatch, 2003). Albert (1995) also revealed that social support from family and colleagues could affect an individual's
readiness to face retirement. Furthermore, Kuncoro and Sari, (2006) proved that there was a negative and significant
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correlation between social support and anxiety in facing retirement, where the higher the social support, then theanxiety
in facing retirement will be lower, or someone will be more ready to retire.

Preparation of financial and other activities will be able to do well by an employee if there is social support from
family, work colleagues or close friends. With the social support, financial preparation management will be more
focused so that the confidence of the employees in financial preparation will be higher. Similarly in the substitute
activities, social support in the form of approval, direction and input from family members can reinforce the employees
in preparing the substitute activities to face retirement.

Thus, the hypothesis to be made to be observed in this study are as follows:

H5.1: social support factor play a role as a moderating variable between individual factors (financial preparation and
preparation of substitute activities) on the readiness to face retirement

H5.2: social support factor play a role as a moderating variable between organizational factors (retirement preparation
program and pension benefits) to the readiness to face retirement

2.4. Study Model

STUDY METHODS

The population in this study were the Civil Public Servants (PNS) at several institutions in Talaud Islands
District in North Sulawesi, Indonesia, who would enter the retirement period. They were aged >50 years, with the
samples of 100 people conducted by using Non-probabilty Sampling technique. Data collection procedure was by
distributing questionnaires to the respondents. Respondents in this study were male amounted to 52 respondents
(52.0%), where the majority of the respondents (73%) were in the age range of 50-55 years. Furthermore, of the 100
respondents, most had a working time of 30 years and were in the class III and IV.

Measurement of first variable that was financial preparation used a scale of Denton et al (2004) with 3 questions
of whether someone was doing preparation for retirement in the form of savings preparation, insurance preparation and
preparation of in the form of land investment. Measurement for the second variable that was the preparation of
substitute activities used a scale of Petkoska & Earl, (2009) with 3 questions of whether someone was preparing
substitute activities after retirement which include social religious activities, economic or entrepreneurial activities and
the second career activities. Measurement of the third variable that was retirement preparation program from the
organization used a scale of Power & Hira, (2004) with 3 questions whether the organization held a retirement
preparation program, organized activities were beneficial or not and whether the number of activities organized
activities could help in the preparation for retirement. Measurement of the fourth variable that was the provision of
pension benefits from an organization uses a scale of PSAK no.24 with three questions, whether the organization
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provided pension benefits, the type of pension benefits to be beneficial to a person, and whether the amount of pension
benefits they provided could help the needs of a person's life. Measurement of the fifth variable that was social support
used a scale of Kuncoro & Sari, (2006) with three questions, about the support from the family memebrs, colleagues
and close friends. Measurement of the final variable that was retirement readiness used a scale of Moorthy et al, (2012)
with three questions that were physically and mentally ready to retire, did not wait the time to retire, and had a high
level of confidence for retirement. Furthermore, the above variables were measured by using a Likert scale of 1-5 in
which each question or answer had a range between Strongly Agree to Strongly Disagree.

In the end, the data were statistically analyzed by using quantitative analysis technique with SPSS version 16.
Validity test results showed that all  items used in this study were valid. From the reliability test for the financial
preparation variable indicated the Cronbach alpha value of 0.771, preparation of substitute activities (0,711), retirement
preparation program (0.948), pension benefits (0.714), social support (0.778) and readiness to face retirement (0.788).
Thus, all scales were reliable in accordance with the acceptable Cronbach's alpha coefficient standards scale (Cronbach
α> 0.60). Furthermore, prior to regression test, the data had been firstly tested for the classical assumption, indicated
that all data were normally distributed, free of multicolinearity and did not contain heteroscedasticity. Based on the
classic assumption test results, then further test could be conducted.

STUDY RESULTS AND DISCUSSION

Hypothesis Test Results

Table 4.1
Regression Test Results

Coefficientsa

Model

Unstandardized
Coefficients

Standardized
Coefficients

T

Sig.

B
Std.

Error Beta
1 (Constant) -.342 .788 -.434 .666

Financial preparation .316 .074 .302 4.248 .000
Preparation of
substitute activities

.450 .074 .426 6.095 .000

Retirement Preparation
Program

-.024 .026 -.046 -.908 .366

Pension benefits .303 .060 .303 5.073 .000
a. Dependent Variable: RETIREMENT READINESS

From the results of the regression test, test on the first hypothesis (H1) that was the influence of financial
preparation on the readiness to face retirement, the regression calculation results showed the β value of 0.316 and t
count value amounted to 4.248 with significance of 0,000. The test results showed that the first hypothesis was
accepted. Test on the second hypothesis (H2) that was the influence of substitute activities preparation on the readiness
to face retirement. The regression calculation results obtained β value of 0.450 and t count value for 6.095 with a
significance of 0.000. So the second hypothesis was accepted. Test on the third hypothesis (H3) that was the influence
of retirement preparation program on the readiness to face retirement. The regression calculation obtained the β value of
-0024 and t count value of -0908 and the significance of 0.366, which suggested that the hypothesis 3 was rejected. Test
on the fourth hypothesis (H4) that was the influence of provision of pension benefits factor on the readiness to face
retirement. The calculation of regression obtained β value of 0.303 with a standard error of 0.060 and t count value of
5.073 with significance of 0,000. So the hypothesis 4 was also accepted.
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Moderating Variable Test

Table 4.2. Regression Test results with Moderating Variable

Model

Unstandardized
Coefficients

B Std. Error t Sig.
1. Financial

preparation
SOCIAL SUPPORT

moderat1

1.067
1.388
.068

.263

.259

.023

4.062
5.354
2.908

.000

.000

.005

2. Substitute
Activities

SOCIAL SUPPORT
moderat2

.899
1.072
.046

.281

.237

.023

3.199
4.519
1.995

.002

.000

.049

3. Retirement
Preparation Program
SOCIAL SUPPORT

moderat3

-.301
.682
.022

.248

.193

.020

-1.213
3.523
1.103

.228

.001

.273

4. Provision of Pension
benefits
SOCIAL SUPPORT
moderat4

.576
1.409
-.051

.267

.314

.026

2.158
4.495
-1.936

.033

.000

.056

Dependent Variable: RETIREMENT READINESS

From the results of regression calculation, the β value on the moderating variable between the financial
preparation and the readiness to face retirement (moderat1) was 0068 with the t count value of 2,908 and significance of
0,005. then we can say that the hypothesis 5.1 was accepted. For hypothesis 5.2, the β value on the moderating variable
between substitute activities and the readiness to face retirement (moderat2) was 0046 with the t count value of 1.995
and significance of 0.049, then we can say taht the hypothesis 5.2 was accepted. Furthermore, the hypothesis 5.3
discovered the β value on the moderating variable between retirement preparation program and the readiness to face
retirement (moderat3) of 0.022 with t count value of 1,103 with significance of 0.273, so it can be said that hypothesis
5.3 was rejected, and hypothesis 5.4 discovered the β value on the moderating variables between granting pension
benefits and the readiness to face retirement (moderat4) of -0.-, 051 with t count value of -1.936 with a significance of
0.056. Then we can say that the hypothesis 5.4 was rejected.

DISCUSSION

The first hypothesis which stated that financial preparation had a significant influence on the readiness to face
retirement was supported in this study. This means that the financial preparation is needed for the readiness to face
retirement. This study supports the research conducted by Kim et al, (2005) which stated that financial preparation was
one of the most important factors in the retirement due to the higher financial readiness of someone then he or she
would feel better prepared for retirement. This financial readiness is performed by individuals during the productive
work to prepare everything related to the financial for the later retirement so as to meet desired lifestyle after retirement
(Fletcher and Hansson, 2001). Most of the respondents claimed to have financial readiness in the form of savings or
deposits for the purpose of precaution during the later retirement. This is consistent with the financial preparation that
was intended by Keynes in Telyukova & Visschers, (2012).

The second hypothesis which stated that the preparation of substitute activities had a significant influence on the
readiness to face retirement, was also supported in this study. This study showed that the preparation of the substitute
activities was necessary for the employees who were facing retirement to fill the void of time at the time of retirement
period. This result is consistent with the research conducted by Latif and Alkateebh (2012) which stated that the
substitute activity could affect readiness for retirement. From the study results it showed that most of the employees
who would retire had prepared a substitute activities such as self-employed activities such as opened a restaurant, made
a beach tourism, food stuffs trading, made a hostel and so forth.
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For the third hypothesis which stated that retirement preparation programs from the organization had a
significant influence on the readiness to face retirement, was not supported in this study. It does not support the research
conducted by Harsey et al. (2003) which stated that employees who received retirement preparation program had a
better preparation for retirement. This study results showed that retirement preparation program had no effect on the
readiness to face retirement This was because some respondents did not receive a retirement preparation program from
the organization where thety worked. From several agencies in Talaud Islands District in North Sulawesi Province,
there was only one institution that organized retirement preparation program that was the Department of Education,
Youth and Sports.

In the fourth hypothesis which stated that the provision of pension benefits from the organiozation had a
significant effect on the readiness to face retirement was accepted in this study. This finding supports the research
conducted by Power and Hira (2004), who found that the administration of the pension benefits from the organization
could provide a significant improvement on employee satisfaction during retirement. Kim et al, (2005) said that the
employees were highly dependent on the provision of pension benefits to improve self confidence to retire.

For the last hypothesis which stated that social support factor could serve as a moderating variable between
individual factors (financial preparation and preparation of substitute activities) with the readiness to face retirement
could be accepted. This is in line with the opinion of Albert (1995) that social support from family and coworkers could
affect an individual's readiness to retire. Based on the individual factors, in this study social support affected the
preparedness for retirement, this was because at the time of retirement the employees would allocate financial that has
previously been prepared to build a business as a substitute income, so the support of family member was needed to
steer, support and assist the employees in performing the activities undertaken.

On the contrary, the hypothesis that social support factor played a role as a moderating variable between
organizational factors on the readiness to face retirement was rejected in this study. Social support showed no effect on
the retirement readiness of the employees, it was also because most of the respondents did not receive a retirement
preparation program from the organization.

CLOSING

Conclusion

From this study, several conclusions can be drawn as follows:

1. Financial preparation factor had a significant influence on the readiness to face retirement
2. Preparation of substitute activities factor had a significant influence on the readiness to face retirement
3. The factor of pension benefits provision from the organization had a significant influence on the readiness to face

retirement
4. Social support factor was proven to have influence as the moderating variable between individual factors

(financial preparation and the preparation of substitute activities) on the retirement readiness
5. Social support factor was not proven to have influence as a moderating variable between organizational factors

(retirement preparation program and pension benefits) on the retirement readiness.

Limitations and Recommendations for Future Study

In this study, the authors realize there were several limitations in the writing such as this study was only
conducted on public servants who were in the same region, when compared to the condition of Indonesia that is
dispersed demographically and there are different financial compensation systems in each organization. So the results
of this study cannot be generalized to all public servants. Therefore, to be able to complete these limitations, further
studies should be conducted on the civil public servants in other areas or locations.

In addition, another limitation of this study is that it only classified the pre-retirement employees by age and
did not by class so that this research had not been able to demonstrate the effect of retirement for the employees based
on their groups.

For the future researches, the questionnaire should be developed according to the local context and should
combine quantitative research approach with qualitative method that are expected to know the research issues in more
detail for the better research purposes.
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