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What impacts employee pension decision-making? 
 

In this research, concepts from bounded rationality theory were applied to develop 
an integrated model to explain how pension plan structure and pension 
communication policies impact on employee pension participation within 
organisations. Bounded rationality theory provided a useful frame of reference to 
understand the challenges that employees face in making complicated pension 
decisions, made over decades, which involve both risk and uncertainty.  
 
Research Findings 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

This model conceptualized the impact of both structure and communication policies 
on pension organizational outcomes enabling the evaluation of these two aspects of 
pension policy using a single integrated framework. Both types of policies create 
framing effects that may have intended or unintended consequences on pension 
decision making and, in turn, pension outcomes. Organizational pension 
communication policies promote either an intuitive decision (System 2 endorses 
System 1) or a reasoned decision (System 2 challenges System 1). The model 
suggested that those developing pension policies who understand the impact of 
heuristics on employee pension decision making can devise communication policies 
that challenge System 2 to override the unreflective and biased decisions of System 1. 
 
Policy implications 
Research suggested individualized, segmented and targeted communication policies 
should result in reasoned pension decisions. Several personal, socio-economic and 
employment characteristics were identified that impact pension decision-making 
that can be considered when devising appropriate organizational pension policies. 
From an organizational perspective, policies can be evaluated based on outcomes, 
including changes to the pension participation rate and average contribution rate. 
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