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Do you look forward to retirement? Motivational biases in pension
decisions

Tehila Kogut∗ Momi Dahan†

Abstract

This research examines the relationship between positive and negative perceptions of pensions and motivation to
engage in the decision process of choosing a private pension plan, as well as satisfaction from the chosen pension
plan, among trained economists. A sample of 134 economists completed a self-report survey examining the decision
process of different decision contexts in life, including pension decisions. Overall, participants showed low motivation
to engage in the process of choosing a private pension plan, compared to their motivation to engage in other decision
tasks. However, economists invested more in the decision process and showed greater satisfaction from their decision
regarding their pension plan when they had a more positive perception of pensions. This perception is represented by
higher subjective likelihood of receiving pension allowances for a long period, and by a profitable view of the balance
between current payments and expected incomes from pension saving.

Key words: Pension decisions, subjective perceptions, motivational biases.

1 Introduction

Studies have demonstrated that people show low moti-
vation to engage in the process of choosing a pension
plan as expressed by their minor involvement in the pro-
cess (e.g., Benartzi & Thaler, 1999; Hedesstrom, Sved-
sater, & Garling, 2007). As a result, they tend to set-
tle on a default choice (Johnson, Hershey, Meszaros,
& Kuhnreuther, 1992), show passivity and procrastina-
tion in decision-making (Choi et al., 2001, 2003), and
sometimes avoid making the decision (Iyengar & Lep-
per, 2000). Lusardi (1999, 2002) has found that most
people have given very little thought to retirement even
when they are just a few years away from leaving the
workforce. Benartzi and Thaler (2007) reviewed empir-
ical works on lay people’s heuristics and biases in their
savings for retirement decisions. They show that lay peo-
ple are slow to join advantageous plans, make infrequent
changes, and adopt naïve diversification strategies when
establishing their portfolio. In addition, they rely on non-
experts’ advice (spouses and friends) and tend to be in-
fluenced by framing manipulations.

Nowadays, people are living longer than ever, and re-
tirement is becoming more and more expensive as the
cost of living (especially medical care and prescription
drugs) continues to increase. Planners are more likely
to experience a satisfying retirement because they have
greater financial resources to rely on after they stop work-
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ing (Lusardi, 2002). Therefore, it is important to under-
stand the lack of motivation to engage in the process of
choosing a pension plan as well as to find ways to in-
crease involvement and motivation.1

One of the reasons for lay people’s low involvement
might be that most people simply do not have the knowl-
edge and the capacity to interpret the information pre-
sented to them by employers and governments regarding
private pension plans. They do not know how to appropri-
ately evaluate and balance these choices, and make a de-
cision based on weighing of the alternatives. When given
a default option (such as knowing the pension plan most
people choose, or suggested by the employees’ commit-
tee), lay people may use it to make a quick decision and
put the issue aside (even when this pension plan may not
be the best for them personally). When people are con-
fronted with a large number of options, the more options
they are given, the less likely they are to be engaged in
the choice task (Iyengar, Jiang, & Huberman, 2004; Iyen-
gar & Lepper, 2000), especially when the alternatives are
seen as relatively similar and they are not able to under-
stand the variations among them.

Lack of relevant knowledge and understanding may be
a major reason for peoples’ low involvement in pension
decision processes (Chan & Stevens, 2004; Beshears,
Choi, Laibson, & Madrian, 2005; Munnell, 2006). On
the other hand, if lack of knowledge is the main reason

1The important question of the relationship between financial state
and psychological well being is beyond the scope of this paper. Our
aim is to examine whether people give enough care to one of the most
important financial decisions that may allow them to have adequate re-
sources in their retirement.
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for people’s low interest, we would expect experts, such
as well-educated economists who do have the knowledge,
the resources, and the understanding, to behave differ-
ently by showing real efforts to make the best decision
regarding their future incomes.

In spite of the above assumption, behavioral decision
research suggests that even with the required knowledge
people might not act according to rational models by sys-
tematically examining the different options and their rel-
evant attributes (Gilovich & Griffin, 2002; Kahneman &
Frederick, 2002). Experts, like lay people, are also prone
to simplifying heuristics and biases (e.g., Dawes, 1997;
Kahneman, 2003; Zajac and Bazerman, 1991). More-
over, when a choice task is complex, includes many ob-
jects, and when the objects are relatively similar in some
of their attributes, the tendency to use intuitive simpli-
fying strategies increases. Besides simplifying heuristics,
emotional reactions towards the task might also affect de-
cisions of both experts and lay people.

Specifically, perception and feelings towards pension
as a concept may affect the decision maker’s attitude
toward the task. The affect as information hypothesis
(Clore, Schwarz & Conway, 1994; Schwarz & Clore,
1983) suggests that judgments are affected by the pos-
itive and negative feelings towards the decision target
(other people, places, objects, as well as words, memo-
ries, etc.). Positive or negative emotions toward the deci-
sion task might directly affect the decision process. Neg-
ative emotions towards pension and retirement might be
a result of unpleasant thoughts and negative images of
the future raised at the time of pension decisions, such
as financial dependence, ill health, death, aging, or dis-
abilities (Weber, 2004). Such thoughts may be psycho-
logically threatening and anxiety provoking, causing “re-
tirement anxiety” (e.g., Hayslip, Bezerlein, & Nichols,
1997), which may not be restricted to older adults. In-
terestingly, Hayslip et al. have found that younger adults
showed even greater anxiety about retirement than older
adults. Indeed, the results of Neukam and Hershey (2003)
suggest that lay people who experience retirement anxi-
ety are less likely to plan and save for the future.

In addition, since people see their pension expenses
in their pay slips every month, and the incomes are ex-
pected only in the distant future, they might perceive their
contributions as greater than (discounted) future income
streams. Benartzi and Thaler (1999) suggest that people
may experience “myopic loss aversion” in their saving
for retirement decisions by being hypersensitive to short-
term losses. Such negative perceptions may decrease
people’s motivation to invest in the decision, increasing
heuristics and biases in the decision process.

Some people may believe that they would not enjoy
their pension for many years, and therefore might per-
ceive a pension as an expense with only little gain. Op-

timistic people, with the same objective life expectancy,
who believe that they will receive their pension payments
for a longer period of time, are expected to have a more
positive attitude towards their pension. Their thoughts
about their future as well as their pension fund evaluation
are expected to be more positive, as living longer means
receiving more money from pension plans. These posi-
tive views held by more optimistic people may enhance
the motivation to engage in the decision process, which
may produce better satisfaction from the chosen pension
plan.

In summary, positive and negative perceptions of pen-
sion as a concept are likely to guide emotional reactions
toward the decision task at the time of the decision and
therefore are expected to influence the motivation to in-
vest in the decision process. Low motivation to invest in
the decision process may lead to insufficient search for
information, set on a default option, or other shortcuts
that may lead to a decision that departs from the decision
maker’s best interest.

We suggest two main factors that may shape these
subjective perceptions of pensions: First, optimistic and
pessimistic subjective views of the likelihood to receive
pension payments for at least 20 years. Pension deci-
sions may be fundamentally different for people who be-
lieve that saving today will allow them to secure their
standard of living in the future, as opposed to people
with pessimistic perceptions that have the same expected
longevity. People who perceive the likelihood of enjoy-
ing their pension for many years as higher are expected
to care more about not having adequate financial means
in their old age, since the possibility to experience that
need is more concrete and real for them. Therefore, op-
timistic people are more likely to make efforts and show
greater motivation to invest in their pension decision. We
note that the use of the terms optimism and pessimism
all through the paper refers to the subjective evaluation of
the likelihood to receive pension payments for at least 20
years, rather than as a general personality trait.

Second, perceptions of the balance between gains and
losses in pension payments: This balance might represent
a positive perception of pensions when people believe
that future (discounted) benefits would be greater than
the current (and discounted future) contributions, and a
negative perception if the reverse.

We hypothesize that motivation to invest in pension
decisions would be greater for people who have a posi-
tive view of pensions and retirement (caused by one or
both of the above factors). These people are expected to
be more involved in the decision process, examining a
larger number of alternatives before choosing a pension
plan and searching for more information about the cho-
sen plan. Thus, we posit that subjective perceptions of
pensions may influence people’s pension decision as well
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as satisfaction from the chosen pension plan and welfare
in old age.

1.1 The pension decision in Israel

All public employees hired after April 2002 in Israel have
to select a private pension (DB) or private provident fund
(DC) to invest their pension savings, replacing the pre-
vious public pay-as-you-go program.2 The enrollment
in pension savings is mandatory. An employee has to
choose from a list of 20 pension/provident funds, which
also includes a blank place for those who opt for a pen-
sion/provident fund outside that list.3 This is a typical
list that is also provided by private employers. For ex-
ample, the Israel branch of Intel provides a similar list
to its newly hired workers. Employees are granted up
to two weeks to fill out a form with their selected pen-
sion/provident fund; otherwise they do not receive their
salary slip. Note that employees are not offered a default
retirement plan by the employer, the government, or by
their union.

There is a large variation in both financial rates of re-
turn and managerial fees. Based on pension net data
(taken from the Ministry of Finance web site), the finan-
cial rate of return in the last five years in pension funds
ranges from 4.3% to 8.8% (with a standard deviation of
1.1%). The managerial fees contain two parts: one com-
ponent is linked to deposits to pension funds and the other
component is related to the accumulated assets. The first
portion varies between 2.79% and 5.46% of the deposits
(with a standard deviation of 0.90%), where the other por-
tion of the managerial fees ranges from 0.31% to 1.93%
of the accumulated assets (with a standard deviation of
0.60%). This implies that investment in pension deci-
sions might be rewarding and suboptimal decisions could
be very costly.

Pension policy in Israel as well as in many other coun-
tries (e.g., UK, USA) is strongly influenced by rational
models and by ideologies of individual responsibility and
the freedom of choice. Given that intuitive decisions and
low motivation to invest in the decision process can seri-
ously affect individuals’ welfare in old age, it is important
to examine how people actually make the decision and
whether they invest time and resources and have the nec-
essary information at the time of the decision. In order to
examine motivation to choose and the role of intuitive and
emotional biases in pension decisions, we control for lack
of knowledge or accessibility to information by choosing
experts as the participants of the study and investigating
their private pension decision process. We assume that

2Most workers (including economists) choose to invest their pension
saving in private pensions.

3Recently that form has been changed and no pension funds appear
on the new form.

even having relevant knowledge and access to informa-
tion, many people would show low motivation by making
little effort in their pension decision process. We suggest
that the extent to which decision makers show motivation
to invest in the decision, when having the required knowl-
edge and capacity, is largely dependent on their subjective
value perception of pension and retirement (as something
positive or negative).

2 The study

This study explores these predictions by examining ex-
perts’ personal decision processes regarding their private
pension plans. We chose experts as the participants in or-
der to reduce biases that might accrue from lack of knowl-
edge. The participants in the study are 136 economists
working in the Israel Ministry of Finance (38 of them
work in the Capital Market, Insurance and Pension Divi-
sion, and are frequently engaged in regulating the pension
market and designing pension reforms). They are all ex-
perienced, well trained economists who are supposed to
be familiar with the relevant attributes of pension plans,
and have access to the information needed. All have a
bachelor’s or master’s degree in economics, accounting,
or business administration. They are recruited after a rel-
atively long screening process and are perceived as the
elite of the public service in Israel.

We examine participants’ motivation to invest in the
decision process, including the number of pension plans
examined and the extent to which participants searched
for relevant information, as well as their satisfaction from
their final choice. Our main interest is in the way that
each of these behaviors is influenced by the subjective
positive/negative perceptions of pension. We examine
two variables that may represent positive and negative
perceptions of pensions: optimistic/pessimistic views of
the probability to receive pension payments in the future
and the perceived balance between gains and losses in
pension saving. In order to show that low motivation,
expressed by low investment, is specific to pension deci-
sions, rather than a general tendency, we compared par-
ticipants’ pension decision behaviors with their decisions
about other types of important choices in life, such as
buying an apartment, and purchasing a car or an expen-
sive electric appliance. Although these types of decision
contexts are not fully comparable, the number of possi-
ble pension plans is greater than the number of options
usually available in the other decision contexts. More-
over, the decision’s implications and significance for the
long run are greater in the context of pension decisions;
thus, it is even more remarkable if people do not look at
more options in the context of pensions than in the other
contexts.
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3 Method

One hundred and thirty-six economists working in vari-
ous departments in the Israel Ministry of Finance (30%
females) participated in the main study. One hundred and
thirty-four of them completed the pension section of the
questionnaire and were included in the analysis. Partic-
ipants’ ages ranged from 23 to 48 years old (M=31.5);
period of service in their jobs ranged from 2 to 20 years
(M=4.3). In order to disguise the main concern of our
research, respondents were told that the survey exam-
ines different choices. The questionnaire was organized
in four sections; each concerning a different decision
context. Similar questions appeared in each of the four
sections, referring to its relevant decision context. The
first section deals with the decision process of buying an
apartment, the second is concerned with car purchase, the
third section includes the pension decision; finally, the
last section asked about purchasing an expensive electric
appliance. Participants were instructed to complete the
questionnaire without referring to previously completed
pages and to skip sections of the questionnaire that are
not relevant to them. (For example, one should com-
plete the section concerning apartment purchase only if
s/he has bought an apartment within the last ten years.)
The first part in each of the four sections of the question-
naire examines motivation to learn about available op-
tions in order to make a more thoughtful decision (here-
after, search for information). At the beginning of this
part, participants were asked to rate on a seven-point scale
the extent to which they searched for the relevant infor-
mation before making each decision. Three statements
were given for each decision, describing relevant infor-
mation needed in the context of each decision. For ex-
ample, for the apartment purchase decision, participants
were asked whether they searched for information about
the prices, the neighborhood qualities, and mortgage in-
terest rates. For the pension decision, participants were
asked about the extent to which they searched for the in-
formation about the pension plan’s management fee, the
financial rate of return, and the demographic rate of re-
turn. Next, participants were asked for the number of
options they considered before making their final deci-
sion, and rated on a seven-point scale their agreement to
the sentence: “I would be happier if I had more of the
relevant information at the time of the decision.” The
second part in each section of the questionnaire exam-
ines participants’ satisfaction with their final decision.
Participants were asked to rate the extent to which they
feel that they made the right decision for each of the four
decision issues, each rating on a seven-point scale.

Finally, the two last questions examined subjective
positive/negative perceptions of pensions. The first ques-
tion examined subjective perceptions of expenses com-

pared to expected incomes from one’s pension plan. Par-
ticipants were asked to rate their feelings towards the bal-
ance between their pension monthly payments compared
to expected incomes in the future, on a seven-point scale,
ranging from 1—the expenses are higher than the ex-
pected incomes, to 7—the expected return is larger than
the expenses (hereafter, gain-loss perception). The sec-
ond question examined optimism vs. pessimism in pre-
dictions of the probability to receive pension payments
for at least 20 years.4 Participants were asked to eval-
uate the likelihood of receiving pension payments for at
least 20 years after retiring, on a scale ranging from 0%
to 100% (the age of retirement for men in Israel is 67).

4 Results
The results are described in two domains: First, motiva-
tion to learn about pension plans in order to make a better
decision was examined by two types of variables, (a) the
extent to which participants searched for relevant infor-
mation about the chosen option before making the deci-
sion, and (b) the number of options examined before the
decision. The second domain was satisfaction with the
chosen option.

In order to have a comparative view on pension de-
cisions relative to other choice tasks in life, we looked
at participants’ pension decisions compared to the other
three decisions examined (apartment, car, and electric ap-
pliance purchase).

Finally, we examine the influence of positive and nega-
tive subjective perceptions of pensions on the motivation
to choose and satisfaction from the chosen pension plan,
measured by the two types of subjective perceptions:
(a) optimism, participants’ subjective perception of their
likelihood to receive pension payments; and (b) “gain-
loss perceptions”, subjective perception of expenses com-
pared to expected benefits from the pension plan.

4.1 Motivation to engage in the process of
choosing a pension plan

4.1.1 Searching for relevant information

Means of participants’ reports of the extent to which they
searched for the relevant information regarding the pen-
sion decisions are all below the mid-point of the scale
(ranging from 1 to 7), management fee (mean=3.74), fi-
nancial rate of return (mean=3.63), and demographic rate
of return (mean=2.43). Specifically, the mode of these
three self-reported measures is 1, such that between 26%

4We note again that the use of the terms optimism and pessimism
throughout the paper refers to the subjective evaluation of the likeli-
hood to receive pension payments for 20 years, rather than as a general
personality trait.
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Table 1: Participants’ motivation to choose and satisfaction from the chosen option for each of the four types of
decisions (including the 38 participants who completed all 4 parts of the questionnaire).

Pension plan Electric appliance Car Apartment

Information search (mean of the three questions) 3.35 4.91 4.39 5.99
Number of options examined 2.16 3.82 3.13 5.76
Satisfaction with chosen option 4.17 5.15 5.51 6.18

and 36% of the participants have hardly searched for
the most relevant information for their pension decision.
Comparing the extent to which participants searched for
relevant information before making the decision about
their pension plan and the other three decisions (mean
ratings of the three above questions compared with mean
ratings of the three questions examining relevant infor-
mation searched for in each of the three other decision
tasks), reveals that search for information was signifi-
cantly lower for the pension decision (mean=3.35) than
for the other decisions (car, mean=4.39; electric ap-
pliance, mean=4.91; and apartment, mean=5.99); F(3,
36)=31.34, p<.001, in a repeated measure analysis con-
ducted on the thirty-eight participants who completed all
four parts of the questionnaire (Table 1).

In order to examine the role of positive and negative
subjective perceptions of pension in predicting partic-
ipants’ information search, a simple multi-variable re-
gression analysis was conducted. The dependent vari-
able was the search for information (means of the ex-
tent to which participants searched for the relevant in-
formation in the three pension items). The explanatory
variables were the two measures of subjective percep-
tions of pension (gain-loss and optimism). Results show
that the model significantly predicts the extent to which
participants searched for the relevant information (F(2,
131)=5.156, p<.01). Both gain-loss perceptions (t=2.504,
β=.212, p<.05) and optimism (t=1.911, β=.162, p<.05)
significantly contributed to the model (raw correlation be-
tween gain-loss perceptions and participants’ information
search was r=.218, p<.05, and between optimism and par-
ticipants’ information search, r=.162, p=.06; see Figure
1, and for dichotomous means see Tables 2 and 3).

In sum, economists who have positive subjective per-
ceptions of pension tend to search more for information
about the pension plans under consideration, emphasiz-
ing greater motivation to engage in the decision task.

4.1.2 Number of options examined

The mean number of pension plans participants reported
examining before choosing their pension investment was
2.46 (SD=1.6). Specifically, 50 of the participants (37%)
examined only one pension plan. A comparative look

Figure 1: Search for information (mean of the three ques-
tions) as a function of the perceived likelihood to receive
pension payments for at least 20 years after retirement
(optimism). Circle areas represent the number of obser-
vations at each point.
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at thirty-eight of the participants who completed all four
parts of the questionnaire shows clearly that in all other
decisions, participants examined, on average, signifi-
cantly more options before making their choice than be-
fore making the decision regarding their pension; F(1,
37)=38.114, p<.001, in a repeated measures analysis on
the mean number of options examined before making
the four types of decisions. As can be seen in Table
1, the largest number of options examined was reported
for the apartment decision (mean=5.76), more than the
electric appliance decision (mean=3.82) and the car pur-
chase (mean=3.13); finally, the smallest number of op-
tions examined was reported for the pension plan deci-
sion (mean=2.16).

Looking at the role of the two measures of subjective
positive/negative perceptions of pension in predicting the
number of plans examined, the same regression analysis
was conducted with optimism and gain-loss perceptions
as predictors (the two predictors were entered together in
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Figure 2: Satisfaction with the chosen pension plan as
a function of the extent to which participants searched
for the relevant information. Circle areas represent the
number of observations at each point.
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the model). The contribution of the model in explain-
ing the number of options examined approached signifi-
cance, F(2, 128)=2.30, p=.10. Only the gain-loss percep-
tion comes out significant in explaining the number of
options examined: β=.176, t=2.023, p<.05). Optimism
did not make a significant contribution to the model (but
shows the same pattern as can be seen in Table 2; simi-
larly only the raw correlation between gain-loss percep-
tions and the number of options examined was significant
r=.178, p<.05). For a dichotomous look at the differences
between optimistic and pessimistic responses, see Table
2; for the different perceptions, see Table 3.

4.2 Satisfaction with the chosen option
We compared participants’ satisfaction with their cho-
sen pension plan to their satisfaction with the other three
choice decisions (among the thirty-eight participants who
completed all four parts of the questionnaire) and found
a significant difference between mean reported satisfac-
tion (F(1,38)=12.837, p<.001). Participants rated their
satisfaction from the chosen options significantly lower
for the pension decision (mean=4.17) than the other three
decisions (electric appliance, mean=5.15; car, 5.51; and
apartment, mean=6.18) see Table 1.

Moreover, a significant correlation was found between
the extent to which participants searched for the relevant
information at the time of the decision and their satisfac-
tion with their pension decision (r=.481, p<.001), sug-
gesting that the more information they had about their
pension plan’s attributes, the more they felt satisfied with

Figure 3: Satisfaction from the chosen pension plan as
a function of the number of pension plans examined be-
fore the decision. Circle areas represent the number of
observations at each point.
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their choice (see Figure 2). Similarly, a significant cor-
relation was found between satisfaction from the chosen
plan and the number of pension plans examined (r=.339,
p<.001; see Figure 3). These correlations reveal that
not making enough effort to examine different pension
plans and to search for information regarding the chosen
plan decreases satisfaction from the decision. In addition,
these correlations are inconsistent with the argument that
experts in the domain of pension already have the relevant
information, and therefore they do not need to search for
it. Seemingly, the positive correlation between level of
satisfaction and investment in the decision might be the
result of cognitive dissonance (the need to justify one’s
own actions). Subjects who do search for information
and spend more time on the decision process may con-
vince themselves that they feel better regarding their de-
cision. However, the fact that we do not find the same
positive correlation (between satisfaction with the deci-
sion and effort) with regard to the other three decisions
(apartment, car, and expensive appliance) weakens this
possibility.5

Turning next to the role of subjective perceptions
of pension in predicting satisfaction from the chosen
pension plan, results of a simple regression analysis

5The correlation between the number of options examined and sat-
isfaction is r=.117, NS for the apartment decision; and r=.178, NS for
the car purchase. Similarly, the correlation between the extent to which
participants searched for the relevant information and satisfaction is r=-
.076, NS for the apartment decision; and r=.125, NS for the car pur-
chase.
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Table 2: Motivation to choose and satisfaction from the chosen pension plan as a function of optimism.

Pessimistic (N=55) Optimistic∗ (N=78)

Number of pension plans examined 2.28 2.60
Information search (mean of the three questions) 2.73 3.64
Satisfaction with chosen pension plan 3.69 4.49
∗ “Optimistic” includes participants who evaluated the likelihood to receive pension pay-
ments for at least 20 years after their retirement as higher than 50%; ’Pessimistic’ are the
rest of the participants, evaluating that likelihood as 50% or lower.

Table 3: Satisfaction with the chosen option.

Loss perception (N=32) Neutral (N=57) Gain perception (N=46)

Number of pension plans examined 1.79 2.35 2.93
Information search (mean of the three questions) 2.83 3.05 3.90
Satisfaction with chosen pension plan 3.65 3.38 5.28
∗ Gain perception includes ratings 5–7, incomes are higher than expenses; loss perception includes ratings 1–3,
expenses are higher than the expected incomes; Neutral reflects the midpoint rating 4.

with ratings of optimism and gain-loss perceptions (en-
tered at step one to the model), reveal significant re-
sults (F(2,131)=24.341, p<.01). Both ratings of gain-
loss perceptions (t=6.464, β=.485, p<.05) and optimism
(t=2.373, β=.178, p<.05) significantly contributed to the
prediction of satisfaction from the chosen pension plan
(both raw correlations were significant: r=.494, p<.001,
for the correlation between gain-loss perceptions and sat-
isfaction; and r=.196, p<.05, for the correlation between
optimism and satisfaction).

Optimism did not significantly predict satisfaction
from any of the other chosen options (apartment, car, or
electric appliance). This could be explained by the fact
that pension is the only decision (among the four exam-
ined) that is made for the distant future and therefore the
only decision in which our satisfaction is dependent on
our prediction regarding our longevity.

We would expect to find a significant correlation be-
tween the two variables that examine subjective percep-
tions of pensions (gain-loss and optimism); if you be-
lieve that you will receive pension payments for many
years, your expected total benefits should be evaluated as
larger (the same monthly contributions multiplied by a
larger number of years). Surprisingly, although the two
variables each predict motivation to learn about pension
plans and satisfaction from the decision, the correlation
between them was very low (r=.039) and far from be-
ing significant (p=.658). Possibly other factors that affect
pension benefits such as inheritance may explain this lack
of correlation since people can adjust their pension ben-
efits so that they leave more or less to their heirs. How-

ever, research on the status quo bias suggests that people
stick to their choices and are reluctant to change the status
quo (e.g., Baron & Ritov, 2004; Kahneman, Knetsch, &
Thaler, 1991; Samuelson & Zeckhauser, 1988). Specif-
ically in the context of pension decisions, Kempf and
Ruenzi (2006) found that people maintain the plan they
had previously, even if it is no longer the optimal choice.
In our study as well, 73% of the participants reported that
they had never made any changes in their pension port-
folio. Thus, it might be that the low correlation between
gain-loss perceptions and optimism reflects participants’
intuitive (rather than rational) reaction to those questions.

In addition, the correlations between age and the two
predictors (gain loss perceptions r=-.136, NS; and opti-
mism to receive pension for at least 20 years r=-.100, NS)
were not significant. According to objective statistics, the
probability to reach older ages increases with age. The
life expectancy of a male at age 23 in Israel (the youngest
economist in our sample) is around 78.5 years compared
to 80.6 years for a male at the age of 48 (the oldest person
in our sample).6 Therefore an older person should have
objectively greater probability to receive pension benefits
for at least 20 years. The lack of positive correlation be-
tween age and perceived probability to receive pension
payments for 20 years further suggests that these evalua-
tions are intuitive and affective rather than rational.

6This information was taken from the Israel
Central Bureau of Statistics and can be found at
http://www.cbs.gov.il/webpub/pub/text_page_eng.html?publ=35&
CYear=2009&CMonth=1
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5 General discussion

The results described demonstrate experts’ intuitive be-
havior and low motivation to invest in their private pen-
sion decision. Although the participants were experi-
enced economists who are capable of making knowledge-
able decisions, they showed low motivation to invest in
their pension decision compared to the other private deci-
sions examined. First, participants examined a relatively
small number of plans before choosing their private pen-
sion plan, compared to the number of options examined
before making other decisions. The tendency to exam-
ine an insufficient number of options is extreme for the
37% of the participants who examined only one pension
plan. Decision-making literature has shown that examin-
ing one option without comparisons may lead to biased
decisions. Research on preference reversals between sep-
arate and joint evaluation reveals that evaluation of a sin-
gle option tends to be dominated by spontaneous affective
reactions (Ritov & Kahneman, 1997; Slovic, Finucane,
Peters, & MacGregor, 2002) and by easily evaluable fea-
tures (Hsee, 1996; Nowlis & Simonson, 1997). Although
comparative decisions may also lead to biases by mak-
ing some dimensions of the options prominent even when
it is not warranted, options’ attributes in the context of
pension decisions can only be evaluated in a compara-
tive view. Examining one pension plan isolated from a
comparative context may enhance spontaneous and bi-
ased decisions that may not serve the decision maker’s
best interest.

Second, participants did not search for information re-
garding pension plans’ relevant features that are neces-
sary for the decision. About 30% of the participants
reported that they have hardly searched for the most
relevant information. The extent to which participants
searched for information regarding their pension plan was
lower than the extent to which they searched for relevant
information for the three other decision contexts exam-
ined. Finally, both the number of plans examined and the
search for information significantly correlated with par-
ticipants’ satisfaction from their final choice, suggesting
that participants could have felt happier with their cho-
sen pension plan had they invested more in the decision
process by searching for other options and for more in-
formation regarding the options’ features.

Although overall, participants show low motivation to
choose a private pension plan, positive perceptions of the
decision context enhanced both involvement and satisfac-
tion from the chosen plan. Two variables that may in-
crease positive perceptions of pension plans examined in
this study were: a positive view of the balance between
gains (expected incomes in the distant future) and losses
(current monthly payments), and optimism regarding the
probability of receiving pension payments for at least 20

years after retirement.
Positive vs. negative perceptions of the decision con-

text may frame the decision as a choice between preferred
or less preferred options. This type of framing may have a
great influence on the decision process as well as satisfac-
tion from chosen options. Botti and Iyengar (2004) posit
that while choosing among less preferred options people
are more likely to experience psychological pain and are
likely to feel less satisfied with their final choice. In the
present research, positive views of pension as profitable
for the long run enhance motivation to be involved in the
decision process and satisfaction from the chosen pen-
sion plan. Similarly, participants show greater motivation
to choose a pension plan when they believe that the prob-
ability to enjoy their investment is high. Research has
shown that people get gratification from thinking about
domains that they feel promise high rewards. Greater op-
timism or positive perceptions of the domain encourage
people to think about it. For example, investors tend to
recheck the value of their brokerage account more fre-
quently when their trades are making money than when
they are losing money (Karlsson, Loewenstein, & Seppi,
2009).

Our results suggest some implications for pension pol-
icy. We showed that negative perceptions of pension
leads to low motivation to engage in the pension deci-
sion process. This low motivation enhances intuitive pro-
cesses and lowers satisfaction from pension decisions.
Making positive aspects of pension more dominant at the
time of the decision might increase motivation and in-
volvement in the decision process. Our research raises
two possible channels through which positive perceptions
may be enhanced: optimism regarding the probability to
receive pension payments for many years, and a positive
view of the balance between losses and gains in pension
payments. These two perceptions toward pension could
be used by governments and employers when recruiting
new employees in order to de-bias their decisions. For
example, simple statistics such as the (average) expected
retirement period and life expectancy, and the derived ex-
pected income, might be provided at the time of the deci-
sion. Making this type of information salient at the time
of the decision may not change people’s general percep-
tion of pensions, but it might influence their temporal at-
titude toward the decision task and enhance motivation to
choose.
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