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The Role of Self-Regulation, Future Orientation,
and Financial Knowledge in Long-Term
Financial Decisions

This research examines potential explanations of why consumers have
difficulty making personal financial decisions that will be most benefi-
cial in the long run. Within the decision context of retirement savings,
results from an experiment suggest that self-regulatory state, future ori-
entation, and financial knowledge can influence consumer evaluations
and intentions related to retirement investments (i.e., a 401(k) plan).
Findings suggest that consumers who express higher levels of future
orientation are more likely to participate in a retirement plan, an effect
moderated by self-regulatory state. Results also suggest that financial
knowledge and orientation toward the future can interact to influence
the likelihood of 401(k) plan participation. Among consumers with
a basic level of financial knowledge, future-oriented consumers
expressed a greater likelihood to participate in a retirement plan than
less future—oriented consumers. However, in the absence of knowledge,
consumers’ orientation toward the future did not influence the likeli-
hood of 401(k) plan participation.

Offspring of the baby boomer generation (i.e., echo boomers) are the
largest generation of Americans to emerge since the 1960s, numbering over
eighty million (CBS News 2005). This large cohort is gradually coming of
age at the same time as baby boomers are retiring or considering retirement.
It is no wonder that long-term financial decision making has been such a hot
topic in the media as of late with important implications for both individuals
and society (Investment News 2007; Lim 2006). In addition to an aging
population, researchers have noted a recent shift in how much money
American consumers are willing and able to save for their retirement.
For the first time since the Great Depression, overall consumer savings rates
are negative (—0.4% in 2005 and — 1.1% in 2006). These numbers are down
sharply from the average savings rate during the mid-1990s (+4.6%; Crut-
singer 2007). Although there are a number of macrolevel, “uncontrollable™
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economic factors that account for this troubling trend (e.g., rising energy
costs), some experts have noted consumers’ general tendency to opt to spend,
as opposed to save, discretionary income. For instance, David Wyss (2007),
Chief Economist at Standard and Poor’s, has publicly stated that “ Americans
seem to have the feeling that it is wimpish to save” and that “the idea is to put
away money for old age and we are just not doing that.”

There are numerous long-term risks consumers face when they do not
adequately save for retirement. Lack of financial resources during the later
stages of one’s life cycle can have devastating effects on consumer health
and welfare (Kozup, Pagano, and Creyer in press). To compound the prob-
lem, many question whether or not the current Social Security system will
be capable of providing an adequate level of financial support for retiring
consumers into the future given the unprecedented strain that baby boomers
are expected to place on the American health care system (Bethell 2005).
Even if the current Social Security system is modified so that it can provide
support to aging consumers, this system provides only a portion of the
income that consumers earned before retirement. The uncertainty regarding
government support in the form of Social Security coupled with the trend of
Americans living longer strongly suggests that most echo boomers will
require additional income for many years after they have stopped working
(Boyles 2006). The importance of retirement savings in early life stages is
critical, and thus, it is imperative for young adults currently entering the
workforce to consider the potential long-term consequences of their current
spending and saving habits.

Given the importance of financial decision making and planning for the
long term, the objective of this research was to examine important factors
that influence consumers’ evaluations and decisions related to saving for
the distant future. Within the context of retirement savings, we examine
how self-regulatory state, future orientation, and financial knowledge
can impact evaluations of and decisions regarding investments related
to retirement planning.

BACKGROUND

One of the most-popular ways for consumers to save for the future is to
enroll in a 401(k) plan (Obringer 2007). A 401(k) plan is a specific type of
employer-sponsored retirement plan that enables employees to save for
retirement while deferring income taxes on the saved money and earnings
until they are withdrawn. Typically, a portion of the employee’s wage is
withheld and paid directly into the 401(k) account. In the most-common
type of plan, the employee can choose to invest in a variety of different
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funds. The long-term benefits of a savings plan are clear; however, the
benefits are multiplied when the employer matches the individual’s con-
tribution. Consider a typical 401(k) “matching” plan offered by many
firms, say, for every $1.00 invested by the employee, the firm provides
a $0.50 match (up to 6%) of the total annual salary. In this case, if an
employee earns $40,000 annually and contributes 10% of his or her salary
($4,000) to a 401(k) plan, the employer will provide an additional $2,000
for a grand total savings of $6,000. Typical drawbacks associated with
401(k) retirement plans include steep penalties associated with the early
withdrawal of funds and forgoing spending in the short term. Money that
is invested each week (or month) in a 401(k) plan is not available for things
such as day-to-day living expenses, family vacations, or unanticipated
“rainy days.”

Despite the benefits of saving for the future, a significant percentage of
people choose not to adequately save for long-term needs or have unre-
alistic retirement expectations such as overly optimistic expected returns
on their investments or heavy reliance on state and/or workplace pensions
(Sharp 2007). Outside of uncontrollable, external constraints on discre-
tionary income (i.e., the amount of money leftover after basic needs such
as food, clothing, and shelter have been satisfied), there are many poten-
tial explanations as to why consumers fail to adequately save for retire-
ment. One popular framework to examine why consumers opt to spend
today versus save for tomorrow is intertemporal choice (i.e., decision
making over time; Loewenstein, Read, and Baumeister 2003). Many dif-
ficult circumstances could be avoided, such as financial hardship, if
people simply made more careful, deliberate choices that match in accor-
dance with their long-term best interests and goals. Of course, this is not
an easy thing to do. Most consumers have made decisions at some point in
their lives that seem reasonable in the short term but result in negative
outcomes in the future. For example, having one too many drinks when
out at a work happy hour could possibly have the negative effect of a
hangover the next day. Although these types of decisions can be harmless
in isolation, they also have the potential to lead to severe negative con-
sequences over time—alcoholism, drug abuse, obesity, and/or personal
bankruptcy are a few examples of these potential long-term negative
consequences.

Self-regulation is a psychological process that plays a significant role
in determining how individuals respond to choices with intertemporal con-
sequences and can be defined as the process through which people exert
control over their thoughts, feelings, and behavioral impulses (Baumeister
et al. 2006). In order to maximize one’s long-term well-being, it is often
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necessary to avoid selecting options with short-term benefits, but long-term
consequences, by overriding or regulating impulses. Studies have investi-
gated how various societal problems are explained by consumers’ struggles
with self-regulation. Financial decision making is a classic decision context
that requires self-regulation. Consumers constantly must make trade-offs
regarding the hedonic utility of spending money today on pleasurable
things versus saving money to help ensure future financial security. Thus,
self-regulation can be an important factor in financial decision making,
especially as it relates to retirement planning.

Another popular explanation of why consumers struggle with sacrific-
ing impulses to maximize future utility is individual differences in future
orientation. A rich body of literature has developed that demonstrates that
people differ in terms of the emphasis or weight that is attached to long-
term versus short-term outcomes of their behaviors (Bearden, Money, and
Nevins 2003; Strathman et al. 1994; Zimbardo and Boyd 1999). Other
research suggests that the degree to which people consider the long-
and short-term consequences of their behavior is not merely a preoccupa-
tion, or a lack thereof, with the future but rather a cognitive mind-set
(Orbell, Perugini, and Rakow 2004). That is, a number of researchers have
demonstrated that future orientation is a stable personality characteristic
that can have a significant influence on behavioral outcomes (Zimbardo
and Boyd 1999). This research seeks to examine consumers’ orientation
toward the future as a predictor of financial decision making. Our study
should complement previous work that has shown relationships between
financial decision making and sensation seeking (e.g., Wong and Carducci
1991; Zuckerman 1994), impulsivity (Kirby et al. 1999), and conscien-
tiousness (Verplanken and Herabadi, 2001). The extent to which con-
sumers consider future consequences of their behavior would seem to
be an important factor in how likely consumers are willing to sacrifice
pleasure from spending in the short term for financial security in the long
term after retirement.

Beyond important “psychological” variables such as self-regulation and
consideration of future consequences (CFC), basic financial knowledge is
a critical factor in financial decision making (Kozup, Pagano, and Creyer in
press). For instance, although many consumers may have a powerful capac-
ity to self-regulate impulse purchases and are highly concerned about their
postretirement financial well-being, they may still lack the knowledge and
insight necessary to make wise financial decisions. There is evidence that
suggests that many Americans lack financial literacy and thus do not have
the ability to make sound financial decisions, especially with regard to
retirement planning (Peterson 2007). One potential reason for this trend
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is that the national financial system has become increasingly complex,
resulting in individuals having to accept more responsibility for managing
the details of their retirement planning. Meanwhile, personal bankruptcies
are on the rise and individual savings rates are declining (Balls 2006;
Kiplinger 2007). As the recent crisis involving subprime mortgages has
demonstrated, the lack of financial literacy can hit lower-income families
especially hard. Given the above discussion, consumers’ financial knowl-
edge, especially in regard to their understanding of retirement plans, should
also play an important role in long-term decisions regarding long-term
retirement planning.

The purpose of this research was to explore how self-regulatory state,
CFC (i.e., their orientation toward the future), and financial knowledge
combine to influence consumers’ (1) intentions to enroll in a 401(k) plan
and (2) specific mutual fund evaluations. After a brief review of the liter-
ature and conceptualization, we present a series of hypotheses. We then
describe the method and results from a between-subjects experiment.
Finally, the implications of this research for consumers, public policy advo-
cates, and marketers are discussed and opportunities for future research are
identified.

CONCEPTUALIZATION AND HYPOTHESES
Self-Regulation

Self-regulatory processes have been the focus of a great deal of re-
cent research across a variety of disciplines (Carver and Scheier 1981;
Gailliot et al. 2007; Govorun and Payne 2006; Hofmann, Rauch, and
Gawronski 2007). According to the most-common conceptualizations,
self-regulation involves a single stock of resources that operate like
energy or strength. These self-regulatory resources help direct responses
(Baumeister et al. 1998; Vohs and Heatherton 2000) and are put into use
when individuals attempt to modify, alter, or regulate their behaviors
(Vohs 2006). When various demands deplete these resources, individuals
may fail at self-control (Muraven and Baumeister 2000). For example,
Baumeister et al. (1998) demonstrated how inner resources could be
depleted using temptation and impulse control. In one condition, partic-
ipants who had skipped a meal were seated in front of chocolates and
cookies and told to refrain from partaking of any of the chocolates
and cookies but were told to help themselves to a bowl of radishes.
The participants in this condition gave up much faster on a subsequent
geometric figure-tracing exercise compared to participants in either of
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two control groups (one of which was permitted to eat the cookies and
chocolates and the other of which was never exposed to food of any kind).
Resisting temptation depleted self-regulatory resources, making it diffi-
cult to persist in an ensuing self-control task.

The process of self-regulation has been conceptualized as the means
through which impulses are restrained and undesirable actions are replaced
by more-appropriate actions. According to Baumeister et al. (1998), self-
regulation has three central components. First, there is an establishment of
goals and standards. Second, there is a monitoring of one’s distance from
current status to a desired end point. For instance, consumers are often able
to self-regulate themselves during impulsive buying situations (Vohs and
Faber 2007). Finally, there are operations that move one from the current
state to the desired state. Self-regulation can also be viewed as a knowledge
structure. That is, according to this conceptualization, self-control operates
as a master schema; an initial act of self-control may prime the schema thus
facilitating further self-control. However, as noted above, problems with
self-control may occur if self-regulatory resources are depleted. As dis-
cussed above, substantial prior research has shown that self-regulation
is a limited resource.

The depletion of self-regulatory resources discussed above has been
referred to as ego depletion. Ego depletion describes the condition whereby
the self’s resources are expended and thus temporarily operate at less than
full capacity. Resisting temptation, engaging in mental and attentional con-
trol, and regulating emotions can deplete the self’s resources. Vohs and
Faber (2007) found that depleting consumers of these limited resources
could result in impulsive buying. Specifically, consumers whose resources
were depleted, relative to consumers whose resources were not depleted,
felt stronger urges to buy, were willing to spend more, and actually did
spend more money in unanticipated buying situations.

Self-regulation has clear implications for long-term financial decision
making. Consumers must restrain themselves and resist temptation to spend
money in the short term in order to maximize their financial well-being in
the long term. Individual preference for smaller, immediate rewards over
larger, delayed rewards is a phenomenon known as temporal discounting
(Loewenstein and Prelec 1992). In an ego-depleted state, we suggest
that consumers will express a stronger preference for immediate rewards
(such as a higher weekly paycheck) than consumers who are not in a
state of ego depletion. Thus, H1 predicts that the temporary level of
self-regulatory resources will influence consumers’ long-term financial
decisions. We predict that when self-regulatory resources are depleted

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.




SUMMER 2008 VOLUME 42, NUMBER 2 229

through an experimental manipulation, consumers will show a greater pref-
erence for immediate rather long-term benefits.

Similarly, prior research has demonstrated that participants in an ego-
depleted (i.e., low self-regulatory) state are more likely to take risks. That
is, when executive control has been diminished, individuals are more
likely to engage in risky behaviors (Muraven, Collins, and Neinhaus
2002). It is unclear why this tends to be the case. On the one hand, in
an ego-depleted state it may be more difficult to resist a higher reward.
On the other hand, perhaps a higher payoff, without consideration of
its probability, is simply more attractive. Thus, we make the following
predictions:

H1: When self-regulatory state is decreased, consumers will report (a) lower
likelihood of contributing to a 401(k) plan and (b) more-favorable attitudes toward
a risky investment.

Future Orientation

Many choices that consumers make are intertemporal in nature. Even
routine choices such as what to eat for breakfast and how much to take
out of the ATM machine involve trade-offs between outcomes that occur
in the present, or short term, and outcomes that have more long-term con-
sequences. Why people so frequently opt for short-term pleasures with
negative long-term consequences, such as failing to adequately save for
retirement, has been of substantial research interest.

One explanation for this pattern of behavior is based on the assertion that
some people have a lower propensity for considering the future outcomes of
their current behaviors than others. Future orientation has been described as
the extent to which potential future consequences of an action influence
current decision outcomes. There have been various studies that examine
individual differences in perceptual orientation toward time (e.g., Bearden,
Money, and Nevins 2006; Joireman, Strathman, and Balliet 2006; Lasane
and Jones 2000; Zimbardo and Boyd 1999). One popular measure, CFC,
captures “extent to which individuals consider distant outcomes of their
current behaviors and the extent to which they are influenced by these
potential outcomes” (Strathman et al. 1994). A scale to measure an indi-
vidual’s CFC was developed by Strathman et al. (1994). Their research
demonstrated that people who score high on the CFC scale are more
likely to engage in pro-environmental behavior, have higher academic
achievement, and make more healthful diet-related choices than people
with low CFC scores. As others have argued, an individual’s orientation
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toward the future has such a pervasive influence on so many different
aspects of day-to-day life that its biasing effects on decision processing
are easy to ignore. Individuals high in CFC tend to be more likely to engage
in a variety of personally beneficial behaviors (for a review, see Joireman,
Strathman, and Balliet 2006).

Future orientation (operationalized as CFC) involves the struggle
between the short-term and the long-term outcomes of one’s behavior
and is expected to exert a considerable influence on individuals’ financial
planning processes. More specifically, CFC is proposed to guide the pro-
cessing of information and the formation of both attitudes and behaviors
related to retirement planning decisions. Although individual differences in
CFC have been shown to predict a variety of consumer behaviors, there has
been very limited research that has examined how CFC might impact finan-
cial decision making. One recent study by Joireman, Sprott, and Spangen-
berg (2005) showed that individuals high in CFC reported being less likely
to engage in impulsive buying behavior and more likely to use a hypothet-
ical windfall in a fiscally responsible fashion (e.g., paying down credit card
debt). Based on the conceptualization of the CFC construct, we predict that
consumers who display a higher propensity to consider the future conse-
quences of their behavior (i.e., future orientation) will be more likely to
make decisions and evaluations that will maximize their future financial
well-being.

H2: Consumers with high levels of CFC will report (a) higher likelihood of con-
tributing to a 401(k) plan and (b) less-favorable attitudes toward a risky investment
versus consumers with low levels of future orientation.

Self-regulatory state is expected to moderate the influence that one’s
future orientation has on financial decisions. We are interested in the rel-
ative influence of both the self-regulatory mechanisms and the consumer’s
outlook toward the future. In the course of everyday life, there are numer-
ous examples and instances of self-regulation failure. For example, obesity
is increasing at an alarming rate, consumer spending is high, and saving
rates are low. Although there are numerous factors that may influence these
issues, it could be argued that they are caused at least in part by consumers’
inability to self-regulate. We suggest that although consumers may have
good intentions, these intentions can sometimes be overwhelmed by
stronger impulses. That is, when the self is not in a depleted state, instead
of responding to impulses and urges, it should be able to engage in reflec-
tive, controlled behavior. Thus, we expect consumers with high levels of
future orientation to express (1) a greater likelihood of participating in
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a retirement plan and (2) less-favorable attitudes toward a risky invest-
ment than less future—oriented consumers when the ego is not depleted.
However, differences between more- and less future—oriented consumers
should be less apparent when the ego has been depleted. That is, the
depletion of self-regulatory resources should minimize the influence that
the consumers’ orientation toward the future has on the decision-making
process.

H3: Consumers with high levels of CFC will report (a) a higher likelihood
of contributing to a 401(k) plan and (b) less-favorable attitudes toward a risky
investment than less future—oriented consumers in a non-ego depleted state
(i.e., when in a high self-regulatory state). However, when in a decreased self-
regulatory state, differences between consumers’ CFC will not influence their
likelihood of participation in a retirement nor influence their attitude toward a risky
investment.

One potential way to increase retirement savings may be to enhance the
financial literacy of Americans or, more specifically, the knowledge they
have regarding particular investment options (Mymoney.gov 2007). Being
“financially literate” means having the knowledge, skills, and habits to
successfully manage your money. There is a growing body of literature
that demonstrates the positive role of financial education in financial plan-
ning behavior (Hilgert, Hogarth, and Beverly 2003; Lusardi and Mitchell
2007; Perry and Morris 2005). However, many consumers simply lack the
knowledge and insight necessary to make appropriate savings decisions
(Financial Literacy and Education Commission 2006). Consider how a lack
of understanding of the concept of inflation may influence consumers’ sav-
ings plans. In 2007, the average Social Security benefits received by retired
workers are slightly more than $1,000 per month (U.S. Social Security
Administration 2007). Back in 1960, when the average teacher’s annual
salary was $5,400, this may have sounded like a great deal of money,
but today, it is below the poverty line for a two-person household. Improv-
ing the financial literacy of consumers is especially important given the
recent movement away from defined benefit retirement plans toward
defined contribution plans (Calio 2006). In fact, simply informing con-
sumers about the tax advantages associated with many retirement accounts
may encourage increased individual retirement accounts or pension fund
contributions.

As noted above, many American consumers lack basic financial knowl-
edge necessary to make well-informed decisions. We propose that not only
is knowledge about the benefits of sound retirement planning important but
also consumers need to have a future-oriented outlook in order to make
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sound long-term financial decisions. That is, consumers must be motivated
to put that knowledge to good use.

H4: In the absence of basic financial knowledge, the consumers’ CFC will have little
influence on the likelihood of contributing to a 401(k) plan. However, among par-
ticipants with some basic financial knowledge, consumers with higher levels of CFC will
(a) express higher likelihood of contributing to a 401(k) plan and (b) have less-favorable
attitudes toward a risky investment than consumers with lower levels of CFC.

EXPERIMENT
Sample and Procedure

Graduating seniors at a public university in the south-central portion of
the United States participated in the study. The ages of the participants
ranged from twenty to thirty-six with a mean age of twenty-one years
(N = 89). Given the discussion in the introduction regarding the importance
of saving early in life for retirement, this sample is highly relevant to study
long-term financial decision making. This demographic will soon be enter-
ing the workforce for the first time and will be faced with an array of deci-
sions related to long-term financial (i.e., retirement) planning. Participants
were presented booklets containing instructions, experimental scenario and
stimuli, dependent measures, and requests for demographic information. A
brief set of instructions were first presented and then participants in
the invoked financial knowledge condition were asked to read a brief arti-
cle taken from the Web site of a 401(k) plan administrator. Next, the self-
regulation task was presented. Participants were asked to imagine that
they were starting a new job and had to decide whether or not they wanted
to participate in their employer’s 401(k) plan. A brief scenario followed,
describing the task, which was to evaluate options for enrolling in their
new employer’s 401(k) plan. Participants then responded to a series of ques-
tions about the different enrollment options. Finally, participants provided
demographic information.

Experimental Design and Stimuli

The design was a 2 (induced financial knowledge: present vs. absent)
x 2 (self-regulatory focus: high vs. low) x 2 (CFC: high vs. low)
between-subjects factorial. Thus, eight different conditions were used in
the experiment. Whereas induced knowledge and self-regulatory state were
manipulated in the experiment, CFC was measured.
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To induce financial knowledge about the nature of 401(k) plans, half the
participants were presented with a 295-word summary describing how typ-
ical 401(k) plans operate. This information was based on information pre-
sented on an investor education Web site (401k.com 2007). The other
group of subjects read a 297-word essay on environmental sustainability
that described actions that consumers can take to help protect the environ-
ment.' Participants read the articles at their own pace and proceeded with
the study when finished.

Self-regulatory state was manipulated by presenting half the participants
with a typewritten paragraph from an upper-level college statistics book.
Participants were given instructions not to cross out the letter “e” if a vowel
was adjacent to it or if the “e” was one letter away from a vowel. In addi-
tion, the resolution of the text was denigrated to make the task more dif-
ficult. This task would require subjects to engage in self-regulation by
having them scan for each letter “e” but then have to override natural
response tendencies of crossing it out if specific criteria were met.

The other half of the group was exposed to the control condition. The
control condition simply involved crossing out all instances of the letter
“e” from the typewritten paragraph. This was used as the control condition
because it required minimal self-regulation, with participants easily and
quickly becoming accustomed to scanning for every letter “e” and then
crossing it out. As a manipulation check, subjects were asked to rate on
a 7-point scale how difficult and how much effort the task required.

Consumers’ CFC was assessed by a 12-item measure as described by
Strathman et al. (1994). Participants were asked to indicate whether or
not twelve statements were characteristic of themselves by circling the
appropriate number on the scale, which ranged from 1 (strongly disagree)
to 7 (strongly agree). The measure included items such as “I consider how
things might be in the future and try to influence those things with my day
to day behavior” and “I am willing to sacrifice my immediate happiness or
well-being in order to achieve future outcomes.” The reliability estimate for
this measure indicated a satisfactory level of reliability (Cronbach’s o =
.80). A median split (mean = 4.86) was performed on the data in order
to differentiate high-CFC participants (N = 50) from low-CFC participants
(N = 42). As expected, mean CFC scores were significantly lower for low-
CFC participants as compared to high-CFC participants.

1. It is important to note that the essay on environmental sustainability was carefully written to
ensure that it was neutral in terms of time periods as not to confound this manipulation with CFC
(i.e., the essay was not focused on short- vs. long-term actions nor temporally proximally vs. distant
effects on the environment).
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Dependent Measures

Two dependent measures were used to test the hypotheses in this
research. Likelihood of contributing to a 401(k) plan was measured by
asking participants about how they felt about forgoing participation in
their employer’s retirement plan. The decision to not participate in
a firm-sponsored retirement program is a very poor financial choice with
serious long-term negative consequences. This measure comprised two
7-point items that were anchored with “favorable/unfavorable” and “pos-
itive/negative” (r = .85). It is important to note that for this scale, lower
values indicated that participants were more likely to contribute nothing to
the retirement plan, while higher values indicated that participants were
more likely to save for retirement. Attitude toward a risky investment
was also measured with two items. Participants were asked to report
their evaluations of a mutual fund with a “high-risk and moderate return
potential.” This measure also comprised two 7-point items that were
anchored with “favorable/unfavorable” and “positive/negative” (r =
.91). Responses were recoded so that higher values indicate a more-positive
evaluation of the investment.

RESULTS
The results for the effects of self-regulatory state, financial knowledge,

and future orientation (i.e., CFC) on the dependent variables are presented
in Table 1. As expected, multivariate effects of self-regulatory state (Wilks’

TABLE 1
Multivariate and Univariate Results

MANOVA Results Univariate F Values
401(k) Plan Attitudes
Independent Enrollment Toward Moderate
Variables Wilks” 4 F Value Intentions Return/High-Risk Fund
Main effects
SRS 93 3.01%* 5.8% <1
CFC .84 7.87* 6.32* 10.65*
Knowledge (K) .93 2.TTH** <1 5.61%*
Interaction effects
SRS x CFC .89 4.98* <l 10.03*
SRS x K .99 <1 <1 <1
CFC x K 91 3.91* 4.98%* 1.2
SRS x CFC x K 98 <1 <1 <1

*p < 01, ¥¥p < 05, ¥**p < 10.
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A=.93,F=3.01,p <.05) and CFC (Wilks’ A = .84, F = 7.87, p < .001)
are significant. The two-way interactions between CFC and financial
knowledge (Wilks’ . = .91, F = 391, p < .05) and between CFC and
self-regulatory state (Wilks’ 4 = .89, F = 4.98, p < .01) are also significant.

Follow-up univariate analyses indicate that as expected, self-regulatory
state has a significant influence on consumers’ likelihood of contributing to
a 401(k) retirement plan, F(1, 83) = 5.80, p < .0001. More specifically, as
predicted in Hla, the reduction of self-regulatory state through the ex-
perimental manipulation resulted in a decreased likelihood of consumers
participating in a 401(k) plan (mean = 4.73 vs. 5.58). However, H1b
was not supported in that no significant difference was observed between
the two self-regulatory state conditions for the risky mutual fund invest-
ment attitude dependent variable.

H2 predicted that future-oriented consumers (i.e., high CFC) would be
more likely to participate in a 401(k) retirement plan and would have less-
favorable attitudes toward a mutual fund investment that had high levels of
risk in the long term than low-CFC consumers. Findings support these pre-
dictions. High-CFC (vs. low-CFC) consumers reported higher levels of
likelithood of participating in the retirement plan (mean = 5.60 vs.
4.71), F(1, 83) = 632, p < .01, and also less-positive attitudes
toward the high-risk/moderate return investment (mean = 5.77 vs.
4.84), F(1, 83) = 10.65, p < .01. These findings support H2a and H2b.

H3 predicted that a consumer’s self-regulatory state would moderate
how individual differences in future orientation influence consumers’
responses to the two dependent variables. A significant self-regulatory state
by CFC interaction was found to influence consumers’ attitudes toward
a high-risk mutual fund investment, F(1, 83) = 10.03, p < .01, but not
consumers’ likelihood of enrolling in a 401(k) retirement plan. As shown
in Figure 1, high-CFC consumers had less-favorable attitudes toward
a risky investment than low-CFC consumers when self-regulatory state
was high (mean = 6.28 vs. 4.46). However, when in a decreased self-
regulatory state, differences between consumers’ future orientation did
not influence their attitudes toward a risky investment (mean = 5.22
vs. 5.25). Thus, H3 was partially supported.

H4 predicted that in the absence of basic financial knowledge, the con-
sumers’ orientation toward the future would have little influence on the
likelihood of contributing to a 401(k) plan. However, with some basic level
of financial knowledge, consumers with higher levels of future orientation
(i.e., high-CFC consumers) would (a) express higher likelihood of contrib-
uting to a 401(k) plan and (b) have less-favorable attitudes toward a risky
investment than consumers with lower levels of future orientation. These
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FIGURE 1
Moderating Effect of Self-Regulatory State on the Consideration of Future Consequences
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expectations were confirmed. As expected, and as shown in Figure 2, the
likelihood of enrolling in a retirement plan was influenced by the interac-
tion between financial knowledge and future orientation, F(1, 83) = 4.98,
p < .05. In the absence of financial knowledge, the consumer’s orientation
toward the future had no influence on the likelihood of 401(k) plan par-
ticipation (mean = 5.13 vs. 5.23). However, among consumers who were

FIGURE 2
Moderating Effect of Knowledge on the Consideration of Future Consequences
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primed with financial knowledge regarding retirement planning, likelihood
of 401(k) plan participation was higher for high-CFC consumers than for
low-CFC consumers (mean = 5.96 vs. 4.30). Thus, H4a was confirmed.
Contrary to expectations, consumers’ attitudes toward the high-risk mutual
fund investment were not influenced by the interaction between financial
knowledge and future orientation.

DISCUSSION

It is important to better understand the future implications of current
financial planning by young adults today, particularly given the uncertain-
ties of the federal Social Security system (Bethell 2005), the recent trend of
negative savings rates (Crutsinger 2007), and the devastating effects of
failing to adequately prepare for retirement (Kozup, Pagano, and Creyer
in press). Enrolling in a 401(k) plan is one of the most-popular ways to
financially prepare for the future. However, many Americans are neglecting
to do this, and unfortunately, many individuals lack the basic financial
literacy necessary to make wise financial decisions. This study examined
the effect that self-regulatory state, future orientation, and basic financial
knowledge about 401(k) plans had on consumer evaluations of particular
investments and intentions to enroll in a retirement plan.

The results of this research indicate that as expected, self-regulatory state
has a significant influence on the likelihood of contributing to a 401(k)
retirement plan. Specifically, when consumers experienced an experimen-
tally manipulated “ego-depleted state,” they were less likely to indicate
that they planned to participate in a firm-sponsored retirement plan. This
pattern of results is consistent with past studies that have shown that con-
sumers have difficulty executing self-control when self-regulatory resour-
ces were depleted (Baumeister et al. 1998; Vohs 2006).

In our study, self-regulatory state was temporarily attenuated through
our manipulation. This finding suggests that employers should consider
the context in which they provide employees with retirement information.
For instance, findings from this study seem to suggest that retirement infor-
mation/seminars should be given when people are well rested and attentive
(i.e., when self-regulatory focus is high). Future research might examine
if certain scenarios might enhance self-regulation. Considering many
long-term financial decisions, such as 401(k) plan allocations, are made
infrequently and with the help of a financial advisor, it would be useful
to examine if self-regulatory state can be temporally strengthened. This
may, in turn, reduce temporal discounting and facilitate decisions that help
ensure long-term financial stability. This would be especially useful since
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consumers typically do not have to self-regulate themselves and “choose”
to participate in retirement savings on a week-to-week or month-to-month
basis. Once the initial decision has made to allocate funds to a retirement
account, it is usually automatically deducted each pay period. Thus, unlike
dieting or smoking, financial self-regulation as it relates to retirement plan-
ning does not necessarily need to be in force on an ongoing basis. This
presents a unique opportunity for consumers to put themselves on solid
financial footing in the long term by self-regulating at distinct points in
time without requiring them to maintain high levels of self-regulatory focus
on a day-to-day basis. This would be an interesting and important direction
for future research.

Our findings also demonstrated a relationship between the future
orientation and the dependent variables. Specifically, future-oriented
consumers (i.e., those with a high degree of CFC) reported that they
would be more likely to participate in a 401(k) retirement plan and
expressed less-favorable attitudes toward a high-risk/moderate return
mutual than consumers with lower levels of future orientation. This find-
ing is highly consistent with prior research on the CFC construct that
suggests high-CFC individuals are more likely to consider the future con-
sequences of their behaviors and make decisions that are consistent with
long-term goals and aspirations (Joireman, Sprott, and Spangenberg
2005; Strathman et al. 1994). Results are consistent with conceptualiza-
tion of the CFC construct and prior CFC research in that some consumers
tend to do a better job recognizing actions or behaviors that might jeop-
ardize their long-term well-being, such as failing to plan for retirement. In
a financial planning context, it would be extremely useful to be able to
identify consumers who tend not to consider the future consequences of
their behaviors. The CFC scale may be a means by which to do this,
which could be followed with targeted communications regarding the
importance of planning for one’s financial future.

Furthermore, future research may investigate ways in which to prime
future orientation. Studies that identify ways in which to induce higher lev-
els of CFC would be useful in that employees may be more likely to par-
ticipate in retirement plans if they are primed to think about the future
benefits of participating and/or the potential future consequences of not
participating. Again, considering 401(k) contribution decisions are often
more isolated in time, rather than ongoing, any mechanism that can prime
the importance of one’s financial health into the distant future would be
useful. There are various financial calculators and tools available to dem-
onstrate the power or compounding interest and the importance of starting
to save early in life. However, there is little research that examines the
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relative usefulness of these cues in helping consumers realize the impor-
tance of sacrificing short-term pleasures for long-term financial security.

Findings from our study also suggest that self-regulatory state and indi-
vidual differences in future orientation can have an interactive effect on
consumers’ attitude toward a high-risk mutual fund. Consistent with the
future orientation main effect discussed above, when consumers are in
a stable self-regulatory state, high-CFC consumers reported less-favorable
attitudes toward the risky investment than consumers who scored low
on the CFC scale. However, when self-regulatory state was reduced
through our experimental manipulation (i.e., ego depletion), no difference
in low- and high-CFC consumers was observed. This finding reinforces the
importance of self-regulatory state when making financial decisions. In the
context of our study, even consumers who typically are diligent thinking
about the future evaluated an investment that would not be favorable in the
long term more favorably when self-regulatory state was experimentally
reduced.

One of the more important and interesting findings from our study was
the influence of financial knowledge on financial decision making. Finan-
cial literacy involves one’s understanding and knowledge of financial con-
cepts and is imperative for effective consumer financial decision making
(Fox, Bartholomae, and Lee 2005). Results show that in the absence of
basic financial knowledge, consumers’ orientation toward the future had
little influence on the likelihood of contributing to a 401(k) plan. That
is, the effect of future orientation discussed above did not seem to be pres-
ent when consumers were not presented basic information on how a 401(k)
plan worked. However, with some basic level of financial knowledge, con-
sumers with higher levels of future orientation both (1) expressed higher
likelihood of contributing to a 401(k) plan and (2) had less-favorable atti-
tudes toward a risky investment than consumers with lower levels of future
orientation. This finding reinforces the importance of sound financial
knowledge discussed from the outset of this paper.

It is important to note that the hypothetical context in which the exper-
iment was conducted and the operationalization of intentions to invest in
a401(k) plan are limitations to our study. Although participants were grad-
uating seniors who will be making retirement investment decisions soon, it
would be useful to extend this research to a workplace environment and
capture consumers’ actual investment decisions. There is past research that
suggests that consumers’ feelings about forgoing an option is conceptually
different than their intentions to choose.

Jump Start Coalition for Personal Financial Literacy, a national coalition
of organizations working to improving the financial literacy of kindergarten
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through college-aged youth, has reported that young people are leaving
school without the basic skills to manage their personal financial affairs,
putting them at a high risk for not being able to plan responsibly for their
financial future. Our findings reiterate the need for focused financial knowl-
edge when making financial decisions and are also consistent with prior
studies that have demonstrated the positive role of financial education
in financial planning behavior (e.g., Lusardi and Mitchell 2007; Perry
and Morris 2005) and that consumers who are financially knowledgeable
are more likely to behave in financially responsible ways (Hilgert, Hogarth,
and Beverly 2003). Thus, even if consumers have a high degree of future
orientation, our findings suggest that they also need the prerequisite knowl-
edge to make good financial decisions.

This research explored an issue that has important implications not only
for consumers but also for the entire nation. Our research shows that self-
regulatory state, individual differences in future orientation, and financial
knowledge may play an important role in how consumers plan for their
financial future.

REFERENCES

401k.com. 2007. MyPlan: Retirement Planning Made Easy. https://401k.fidelity.com/public/content/
401k/Home/Landing/.

Balls, Andrew. 2006. Spending in US Households Exceeds Incomes. The Americas, 62 (3): 6.

Baumeister, Roy, E. Bratslavsky, M. Maruaven, and D. Tice. 1998. Ego Depletion: Is the Active Self
a Limited Resource? Journal of Personality and Social Psychology, 74 (5): 1152-1265.

Baumeister, Roy F., Matthew Gailliot, C. Nathan DeWall, and Megan Oaten. 2006. Self Regulation and
Personality: How Interventions Increase Regulatory Success, and How Depletion Moderates the
Effects of Traits on Behavior. Journal of Personality, 74 (6): 1775-1801.

Bearden, William, Bruce R. Money, and Jennifer L. Nevins. 2003. Development and Validation of
a Measure of Long-Term Orientation. In Enhancing Knowledge Development in Marketing, edited
by R. B. Money and R. L. Rose, vol. 14, pp. 202-203. Chicago: American Marketing Association.

Bethell, Thomas. 2005. Social Security: What's the Big Idea? AARP Bulletin. http://www.aarp.org/
bulletin/socialsec/ss_ideas.html.

Boyles, Salynn. 2006. Americans Living Longer than Ever. WebMD. http://www.webmd.com/news/
20061017/americans-living-longer-than-ever.

Calio, Vince. 2006. Strategists: Don’t Cook the DB Goose; ‘Bad Defined Benefit Plan Is Better than
a Good DC Plan.” Pension and Investments, June 26, 1.

Carver, Charles S. and Michael F. Scheier. 1981. Attention and Self-Regulation: A Control-Theory
Approach to Human Behavior. New York: Springer-Verlag.

CBS News. 2005. The Echo Boomers, September 2005. http://www.cbsnews.com/stories/2004/10/01/
60minutes/main646890.shtml.

Crutsinger, Martin, 2007. Personal Savings Slump in US: The Advertiser, February 3, (State): 85.

Financial Literacy and Education Commission. 2006. Taking Ownership of the Future: The National
Strategy for Financial Literacy. Washington, DC: Financial Literacy and Education Commission.

Fox, Jonathan, Suzanne Bartholomae, and Jinkook Lee. 2005. Building the Case for Financial
Education. Journal of Consumer Affairs, 39 (1): 195-214.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.




SUMMER 2008 VOLUME 42, NUMBER 2 241

Gailliot, Matthew T., E. Ashby Plant, David A. Butz, and Roy F. Baumeister. 2007. Increasing Self-
Regulatory Strength Can Reduce the Depleting Effect of Suppressing Stereotypes. Personality and
Social Psychology Bulletin, 33 (2): 281.

Govorun, Olesya and B. Keith Payne. 2006. Ego-Depletion and Prejudice: Separating Automatic and
Controlled Components. Social Cognition, 24 (2): 111-137.

Hilgert, Marianne A., Jeanne M. Hogarth, and Sondra Beverly. 2003. Household Financial Manage-
ment: The Connection between Knowledge and Behavior. Federal Reserve Bulletin, 89 (7):
309-322.

Hofmann, Wilhelm, Wolfgang Rauch, and Bertram Gawronski. 2007. And Deplete Us Not into Temp-
tation: Automatic Attitudes, Dietary Restraint, and Self-Regulatory Resources as Determinants of
Eating Behavior. Experimental Social Psychology, 43 (3): 497.

Investment News. 2007. Convincing Consumer That They Need Help. January 8, 10.

Joireman, Jeff, David Sprott, and Eric Spangenberg. 2005. Fiscal Responsibility and the Consideration
of Future Consequences. Personality and Individual Differences, 39 (32): 1159-1168.

Joireman, Jeff, Alan Strathman, and Daniel Balliet. 2006. Considering Future Consequences: An Inte-
grative Model. In Judgments Over Time.: The Interplay of Thoughts, Feelings, and Behaviors, edited
by Lawrence J. Sanna and Edward C. Chang (82-99). Oxford: Oxford University Press.

Kiplinger, Knight. 2007. Can We Afford to Grow Old? Kiplinger.com.

Kirby, K.N., Nancy M. Petry, Warren K. Bickel. 1999. Heroin Addicts Have Higher Discount Rates for
Delayed Rewards than Non-drug-Using Controls. Journal of Experimental Psychology: General,
128: 78-87.

Kozup, John, Elizabeth Howlett, and Michael Pagano. 2008. The Effects of Summary Information
on Consumer Perceptions of Mutual Fund Characteristics. Journal of Consumer Affairs, 42 (1):
37-59.

Lasane, Terell P. and James M. Jones. (2000). When Socially Induced Temporal Myopia Interferes with
Academic Goal-setting. Journal of Social Behavior and Personality, 15 (5): 75-86.

Lim, Paul. 2006. Youth Is Wasted on the Generation Y Investor. The New York Times, Section 3, May
19, 5.

Loewenstein, G., and D. Prelec. 1992. Choices Over Time. New York: Russell Sage Foundation.

Loewenstein, George, Daniel Read, and Roy F. Baumeister. 2003. Time and Decision: Economic and
Psychological Perspectives on Intertemporal Choice. New York: Russell Sage Foundation.

Lusardi, Annamaria and Olivia S. Mitchell. 2007. Financial Literacy and Retirement Preparedness:
Evidence and Implication for Financial Education Programs. Pension Research Council Working
Paper, Wharton School.

Muraven, Mark and Ray Baumeister. 2000. Self-Regulation and Depletion of Limited Resources: Does
Self-Control Resemble a Muscle? Psychological Bulletin 126 (2): 247-256.

Muraven, M., R. L. Collins, and K. Neinhaus. 2002. Self-Control and Alcohol Restraint: An Initial
Application of the Self-Control Strength Model. Psychology of Addictive Behaviors, 16 (2):
113-120.

Mymoney.gov. 2007. U.S. Financial Literacy Education Commission. http://www.mymoney.gov/
retirement.shtml.

Obringer, Lee Ann. 2007. How 401(k) Plans Work. http://money.howstuffworks.com/401k.htm.

Orbell, S., M. Perugini, and T. Rakow. 2004. Individual Differences in Sensitivity to Health Commu-
nication: Consideration of Future Consequences. Health Psychology, 23 (4): 388-396.

Perry, Vanessa and Marlene D. Morris. 2005. Who Is in Control? The Role of Self-Perception, Knowl-
edge and Income in Explaining Consumer Financial Behavior. Journal of Consumer Affairs, 39 (1):
299-313.

Peterson, Jonathan. 2007. Bill Seeks to Shed Light on 401(k)s. Los Angeles Times. http:/fwww latimes.com/
business/la-fi-retireSoct03, 1, 2214412 story?coll=la-headlines-business.

Sharp, Tim. 2007. Schroders Says Too Many Investors Sitting on their Hands. Reuters. http:/finvesting.
reuters.co.uk/news/articleinvesting.aspx ?type=pensionsNews&storyID=2007-10-16T102347Z_01_
NOA637299_RTRUKOC_0_CITYWIRE-SCHRODERS-INVESTORS.xml.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.




242 THE JOURNAL OF CONSUMER AFFAIRS

Strathman, A., Faith Gleicher, David Boninger, and C.S. Edwards. 1994. The Consideration of Future
Consequences: Weighing Immediate and Distant Outcomes of Behavior. Journal of Personality and
Social Psychology, 66 (4): 742-766.

U.S. Social Security Administration. 2007. Monthly Statistical Snapshot. August. http://www.ssa.gov/
policy/docs/quickfacts/stat_snapshot.

Verplanken, Bas and Astrid Herabadi. 2001. Individual Differences in Impulse Buying Tendency: Feel-
ing and No Thinking. European Journal of Personality, 15 (1): 71-83.

Vohs, Kathleen D. 2006. Self-Regulatory Resources Power the Reflective System: Evidence From Five
Domains. Journal of Consumer Psychology, 16 (3): 215-221.

Vohs, Kathleen and Ronald Faber. 2007. Spent Resources: Self-Regulatory Resource Availability
Affects Impulse Buying. Journal of Consumer Research, 33 (March): 537-547.

Vohs, Kathleen and T.F. Heatherton. 2000. Self-Regulatory Failure: A Resource Depletion Approach.
Psychological Science, 11 (April): 249-254.

Wyss, David. 2007. U.S. Savings Rate Hits Lowest Level since 1933. http://www.msnbc.msn.com/id/
11098797.

Wong, Alan and Bernardo J. Carducci. 1991. Sensation Seeking and Financial Risk-taking in Everyday
Money Matters. Journal of Business and Psychology, 5 (June): 525-530.

Zimbardo, Philip and John Boyd. 1999. Putting Time in Perspective: A Valid, Reliable Individual
Difference Metric. Journal of Personality and Social Psychology, 77 (2): 1271-1288.

Zuckerman, Marvin. 1994. Behavioral Expressions and Biosocial Bases of Sensation-Seeking. Cam-
bridge: Cambridge University Press.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.




