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�  In the past 50 years, labour market participation among older people 
KDV�GHFOLQHG�VLJQL¿FDQWO\��WKRXJK�WKH�WUHQG�KDV�UHYHUVHG�D�OLWWOH�LQ�
recent years. In the EU, about 70 per cent of people aged between 
60 and 64 are inactive.

�  ,Q� WKH�FDVH�RI� WKH�8.�WKHUH�KDV�EHHQ�D�VLJQL¿FDQW�GURS� LQ�WKH�
employment rate among older men. The employment rate among 
men aged 55-59 decreased from over 90 per cent to less than 70 
per cent between 1968 and the end of the 1990s. Employment for 
men aged 60-64 slumped from around 80 per cent to 50 per cent 
and, for those aged 65-69, it halved from 30 per cent to about 15 
per cent.

 �  As with the rest of the OECD, this trend has reversed in recent 
years. The employment rate in 2008 was about 80 per cent for the 
55-59 group, 60 per cent for the 60-64 group, and 20 per cent for 
the 65-69 age group.

�  Whilst people have been retiring earlier on average, they have also 
been living longer. A 61-year-old man in 1960 had the same 
probability of dying within a year as a 70-year-old man in 2005.

�  Healthy life expectancy at age 65 has also increased in the UK, 
although at a somewhat slower pace than regular life expectancy. 
This would suggest that people have the capability to work longer, 
though perhaps not to increase their working life on a one-for-one 
basis as life expectancy increases. Life expectancy at age 65 
increased by 4.2 years for men between 1981 and 2006. During 
the same period, healthy life expectancy at age 65 increased by 
2.9 years for men. 

�  Increases in the number of healthy years of life that we can enjoy 
KDYH�QRW�EHHQ�UHÀHFWHG�LQ�ORQJHU�ZRUNLQJ�OLYHV�±�LQGHHG��WKH�UHYHUVH�
is the case: people were working longer half a century ago.

Summary
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�  If rising pension ages and labour force participation at older ages 
caused greater ill health then it would be a matter for concern. 
Most research on the relationship between health and working in 
old age has produced ambiguous results. Research in this area is 
LQKHUHQWO\�GLI¿FXOW�EHFDXVH�RI�WKH�IDFW�WKDW��MXVW�DV�UHWLUHPHQW�FDQ�
LQÀXHQFH�KHDOWK��KHDOWK�FDQ�LQÀXHQFH�UHWLUHPHQW�GHFLVLRQV�

�  To date, research has not generally examined the relationship 
between the number of years spent in retirement and health. This 
issue is important. It is possible that health will initially improve 
when somebody retires and then, after a while, start to deteriorate 
due to reduced physical activity and social interaction.

�  New research presented in this paper indicates that being retired 
decreases physical, mental and self-assessed health. The adverse 
effects increase as the number of years spent in retirement increases.

�  The results vary somewhat depending on the model and research 
strategy employed. By way of example, the following results  
were obtained: 

� ±� �5HWLUHPHQW�GHFUHDVHV�WKH�OLNHOLKRRG�RI�EHLQJ�LQ�µYHU\�JRRG¶�RU�
µH[FHOOHQW¶�VHOI�DVVHVVHG�KHDOWK�E\�DERXW����SHU�FHQW

 –  Retirement increases the probability of suffering from clinical 
depression by about 40 per cent

 –  Retirement increases the probability of having at least one 
diagnosed physical condition by about 60 per cent

 –  Retirement increases the probability of taking a drug for such 
a condition by about 60 per cent.

�  Higher state pension ages are not only possible (given longer life 
H[SHFWDQF\��DQG�GHVLUDEOH��JLYHQ�WKH�¿VFDO�FRVWV�RI�VWDWH�SHQVLRQV��
but later retirement should, in fact, lead to better average health 
in retirement. As such the government should remove impediments 
to later retirement that are to be found in state pension systems, 
GLVDELOLW\�EHQH¿W�SURYLVLRQ�DQG�HPSOR\PHQW�SURWHFWLRQ�OHJLVODWLRQ�
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Since the Second World War three factors have combined to 
SURGXFH�D�VLJQL¿FDQW�UHGXFWLRQ� LQ� WKH�ZRUNLQJ�SRSXODWLRQ�DV�D�
proportion of the total population in industrial countries. Those 
factors are: declining fertility rates; increasing life expectancy; and 
the emergence of retirement as a widespread phenomenon. 
Financial incentives to use pathways to early retirement as well as 
the overall generosity of state pension systems have been important 
drivers of this latter development (see, for example, Gruber and 
Wise, 2004; Asch et al, 2005; Börsch-Supan et al, 2009; Hanel, 
2011; Hurd et al, 2012). The reduced employment-population ratio 
KDV�SXW� LQFUHDVHG�SUHVVXUH�RQ�FRXQWULHV¶�SHQVLRQ�V\VWHPV�DQG�
worsened prospects for economic growth. Low labour force 
participation rates also generally reduce savings rates, which, in 
turn, leads to lower investment and economic growth. As a response, 
PDQ\�FRXQWULHV�KDYH�EHJXQ�WR�UHIRUP�WKHLU�FRXQWULHV¶�SHQVLRQ�
systems to induce people to work longer, particularly by reducing 
¿QDQFLDO�LQFHQWLYHV�WR�UHWLUH�

In the UK, governments have increased the state pension age, 
which will reach 68 for both men and women in the coming decades, 
and further increases are likely to follow. In his 2012 budget speech, 
Chancellor George Osborne (2012) announced that ‘there will be 
an automatic review of the state pension age to ensure it keeps 
SDFH�ZLWK� LQFUHDVHV� LQ� ORQJHYLW\¶�� ,QFUHDVLQJ�WKH� ODERXU� IRUFH�
participation rate among the elderly will continue to be important 
since, notwithstanding policy changes, life expectancy is likely to 
increase faster than the state pension age.

Introduction
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Indeed, life expectancy at the state pension age is currently projected 
to rise continually from today to 2051 – though the picture is slightly 
PRUH�FRPSOH[�IRU�ZRPHQ�WKDQ�IRU�PHQ��2I¿FH�IRU�1DWLRQDO�6WDWLVWLFV�
2012). It is worth noting that the original proposal to raise state 
pension age to 68 came from a Labour government following a 
report by cross-bench peer Lord Turner. There is therefore broad 
political support for some action to raise pension ages.

At the same time, some have expressed concern that people are 
simply not healthy enough to work longer. For example, the TUC 
(2012) recently stated: ‘Ministers seem to think that putting up the 
state pension age will automatically increase working lives, yet the 
78&�DUJXHV�WKDW�PDQ\�ROGHU�SHRSOH�DUH�XQ¿W�RU�ZLOO�¿QG�LW�KDUG�WR�
¿QG�ZRUN�DQG�VR�ZLOO�HQG�XS�LQ�D�QHZ�OLPER�]RQH���WRR�\RXQJ�IRU�D�
SHQVLRQ��DQG�WRR�ROG�WR�ZRUN�¶�/HQ�0F&OXVNH\��8QLWH¶V�*HQHUDO�
Secretary, has argued: ‘Making British people work until they drop 
is another hijacking of our living standards and shows no care for 
WKH�OLYHV�RI�RUGLQDU\�SHRSOH¶��TXRWHG�LQ�%RZ���������+HDOWK�SUREOHPV�
will purportedly prevent people from working longer. 

If this is true, and if it is also true that working longer may worsen 
health problems, there are two consequences. Firstly, the 
JRYHUQPHQW¶V�UHIRUPV�LQ�WKLV�DUHD��DV�ZHOO�DV�IXWXUH�UHIRUPV�WKDW�
incentivise people to work longer, may be thwarted. If people simply 
cannot work longer, the result might instead be increased rates of 
sickness and longer periods of incapacity leave, and so on. Secondly, 
since healthcare is to a large extent publicly funded in the UK, this 
also means that the government might be forced to increase public 
spending in this area among older people. And, of course, working 
might also create more suffering among people who would have 
been healthy retirees had they been able to retire earlier.

A crucial issue in this debate, therefore, is the relationship between 
working in old age and good health. If working leads to better mental 
and physical health, there might be a virtuous circle arising from 
increases in retirement age. 
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On the other hand, if working leads to poorer mental and physical 
KHDOWK��DWWHPSWV� WR� UHVROYH� WKH�¿VFDO�SUHVVXUHV�RI�DQ�DJHLQJ�
population by raising state pension age might be partially thwarted.

$�VLJQL¿FDQWO\�KLJKHU�VKDUH�RI�ROGHU�SHRSOH�LQ�2(&'�FRXQWULHV�±�
including the UK - was employed 50 years ago, despite the fact 
that life expectancy and healthy life expectancy have increased. 
The simultaneous decrease in employment and improvement in 
health in older middle age are conspicuous indeed. This raises the 
question: is the drop in employment rates causally related in some 
way to the improvements in health? Are people retiring earlier and, 
as a result, enjoying better health? If so, it might be the case that 
SHRSOH¶V�KHDOWK��DQG�WKXV�TXDOLW\�RI�OLIH��ZRXOG�GHFUHDVH�LI�WKH\�ZHUH�
to work longer before receiving a retirement income. 

The theoretical relationship between retirement and health is far 
from straightforward and it might well be the case that people would 
have been healthier still on average had retirement not taken place 
at younger ages over the last few decades. Inducing people to work 
longer in the future may produce better health among the elderly, 
thus also increasing their quality of life as well as enabling them to 
continue working. Furthermore, this would mean that a government 
policy that generates strong incentives to retire rather perversely 
produces a decline in healthy ageing among the elderly. This is an 
empirical matter but it is a matter that is profoundly important for 
public policy.

In fact, the existing research on this issue is mixed, which is most 
likely to be due to the fact that different methods are used. The key 
problem for any research strategy is that retirement is not random. 
Retirement decisions themselves are affected by health. For 
example, evidence suggests that poorer health increases the 
likelihood of retirement. When looking at health and retirement it 
LV�WKHUHIRUH�YHU\�GLI¿FXOW�WR�VHSDUDWH�FDXVH�IURP�HIIHFW��,Q�DGGLWLRQ��
a plethora of variables that cannot be observed are likely to bias 
UHVXOWV� LQ�DQ\�HPSLULFDO�VWXGLHV�±�DQG�LW� LV�GLI¿FXOW� WR�SUHGLFW� WKH�
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direction of this bias. Also, few studies take into account lagged 
effects properly, which is a problem since it might take time before 
the health impact of retirement kicks in.

In order to provide further evidence, and remedy some of the 
shortcomings in the literature, this paper analyses data from a large 
European panel database. Employing two distinct research 
VWUDWHJLHV��LW�¿QGV�VWDWLVWLFDOO\�VLJQL¿FDQW�DQG�VXEVWDQWLDO�QHJDWLYH�
effects of retirement on health. The time spent in retirement is also 
found to affect health negatively. There is, however, some evidence 
of a short-term boost to health from retirement, though this short-
term effect is far from robust.

7KH�¿QGLQJV�VXSSRUW� WKH�³ZLQ�ZLQ´�VFHQDULR� LQ�ZKLFK�HFRQRPLF�
JURZWK�SURVSHFWV��SXEOLF�¿QDQFHV�DQG�KHDOWK�DUH�DOO�LPSURYHG�ZKHQ�
older people are not encouraged to retire by state pension 
arrangements or labour market regulation.

The policy implication of this research is that policymakers should 
remove disincentives to continue work in old age. This does not 
PHDQ�WKDW�SROLWLFLDQV�VKRXOG�IRUFH�SHRSOH�WR�³ZRUN�XQWLO�WKH\�GLH´��
but that they should entirely remove disincentives to stop working. 
Continuing some form of paid work in old age is one way to ensure 
a healthier population and a more economically viable work-
retirement balance in the UK.
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Labour force participation and 
health among older people –  
the historical context

Figure 1: Employment rates and health in OECD countries. Source OECD (2012)
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In the past 50 years, labour market participation among older people 
KDV�FKDQJHG�VLJQL¿FDQWO\��)LJXUH���VKRZV�WKDW�2(&'�FRXQWULHV�
KDYH�VHHQ�D�VLJQL¿FDQW�GHFOLQH� LQ�HPSOR\PHQW�UDWHV�DPRQJ�WKH�
elderly since 1960. The trend has reversed since the beginning of 
the 2000s, however, and especially so among people aged 55-64. 
Nevertheless, labour market participation remains low today 
compared with recent generations. Participation in the EU is 
astonishingly low with 67 per cent of people aged between 60 and 
64 inactive, although there are vast differences between countries. 
In Sweden, 39 per cent of the population aged 60-64 is not working; 
LQ�+XQJDU\��WKH�¿JXUH�LV����SHU�FHQW��(XURVWDW���������$W�WKH�VDPH�
time, life expectancy at age 60 has increased steadily throughout 
the period.

,Q�WKH�FDVH�RI�WKH�8.�VSHFL¿FDOO\��WKHUH�KDV�EHHQ�D�VLJQL¿FDQW�GURS�
in the employment rate among elderly men. As Banks et al (2011) 
show, the employment rate among men aged 55-59 decreased 
from over 90 per cent to less than 70 per cent between 1968 and 
the end of the 1990s. Employment for men aged 60-64 slumped 
from around 80 per cent to 50 per cent, and for those aged 65-69, 
it halved from 30 per cent to about 15 per cent. As with the rest of 
the OECD, this trend has reversed in recent years. The employment 
rate in 2008 was about 80 per cent for the 55-59 group, 60 per cent 
for the 60-64 group and 20 per cent for the 65-69 age group.

Whilst people have been retiring earlier, they have also been living 
longer. A 61-year old man in 1960 had the same probability of dying 
within a year as a 70-year old man in 2005.
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Though death rates at given ages have fallen, the proportions of 
older men who report limiting long-standing illnesses in the age 
JURXSV���������������������DQG�������UHPDLQHG�UDWKHU�ÀDW�EHWZHHQ�
1972 and 2006. The share of people reporting limiting long-standing 
illnesses at any given age between 50 and 64, as well as at any 
given level of mortality risk, did increase between 1977 and 1997, 
but tended to decrease among men afterwards. Furthermore, the 
increase in the prevalence of self-reported limiting illness, when 
KROGLQJ�PRUWDOLW\�UDWHV�FRQVWDQW�� LV�VLJQL¿FDQWO\� ORZHU�WKDQ�WKH�
decrease in the employment rate, and the health trend does not 
follow the employment trend closely. However, among men aged 
55-59, there is some evidence that self-reported disability follows 
WKH�UHFHLSW�RI�GLVDELOLW\�EHQH¿WV�µOD\LQJ�JURXQGV�IRU�FODLPV�WKDW�VHOI�
UHSRUWHG�GLVDELOLWLHV�UHÀHFW�DV�PXFK�WKH�LPSDFW�RI�EHLQJ�LQ�UHFHLSW�
RI�D�³GLVDELOLW\�EHQH¿W´�DV�VRPH�PHDVXUH�RI�SHUFHLYHG�LQFDSDFLW\¶�
(Banks et al. 2011:22). Among women aged 55-59 there is no 
negative correlation between the employment rate, which has 
generally been increasing1, and self-reported disability, which has 
increased slightly over time. Nevertheless, it is clear that the 
HYLGHQFH�UHJDUGLQJ�VHOI�UHSRUWHG�GLVDELOLW\�GRHV�QRW�UHÀHFW�WKH�ODUJH�
improvements in objective measures of health.

Self-reported limiting 
illnesses

 1   On the other hand, the employment rate among women aged 60-64 declined by  
about 10 percentage points in the 1970s, but began increasing in the late 1980s  
(Blundell and Johnson 1999:406). 
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It is clear that healthy life expectancy at age 65 (constructed using 
a self-assessed health measure that asks people to rank their 
health status on an ordinal scale) has also increased in the UK, 
although at a somewhat slower pace than regular life expectancy. 
This would suggest that people have the capability to work longer, 
though perhaps not to increase their working life on a one-for-one 
basis as life expectancy increases. Figure 2 shows that life 
expectancy at age 65 increased by 4.2 years for men and three 
years for women between 1981 and 2006. During the same period, 
healthy life expectancy at age 65 increased by 2.9 years for men 
and 2.6 years for women. Men who live to experience their 65th 
birthday could, in 2008, expect 12.8 healthy years, although this 
GHSHQGV�RQ�KRZ�H[DFWO\�µKHDOWK\�OLIH�H[SHFWDQF\¶�LV�GH¿QHG��XVLQJ�
D�QHZHU�PHDVXUH��WKH�FRUUHVSRQGLQJ�¿JXUH�LV�����\HDUV�2 Overall, 
it is clear that increases in the number of healthy years of life that 
ZH�FDQ�HQMR\�KDYH�QRW�EHHQ�UHÀHFWHG�LQ� ORQJHU�ZRUNLQJ� OLYHV�±�
indeed, the reverse is the case: people were working longer half a 
century ago.

Self-assessed healthy 
life expectancy

 2  �7KH�QHZ�GH¿QLWLRQ�XVHV�WKH�VHOI�DVVHVVHG�KHDOWK�FDWHJRULHV�µJRRG¶�DQG�µYHU\�JRRG¶�RQ�
D�¿YH�SRLQW�VFDOH�DV�PHDVXUHV�RI�JRRG�KHDOWK��ZKHUHDV�WKH�ROGHU�GH¿QLWLRQ�XVHV�µIDLUO\�
JRRG¶�DQG�µJRRG¶�RQ�D�WKUHH�SRLQW�VFDOH��7KLV�LV�RQO\�DYDLODEOH�IURP������VR�WKH�GDWD�
LV�VLPXODWHG�IURP������WR�������DFFRUGLQJ�WR�WKH�2I¿FH�RI�1DWLRQDO�6WDWLVWLFV��+HDOWK\�
life expectancy for 1996, 1997 and 2000 are the average between the year before and 
after because of data availability. 
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Figure 2: UK life expectancy and healthy life expectancy at age 65. 
6RXUFH�2I¿FH�RI�1DWLRQDO�6WDWLVWLFV�������
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This analysis raises an important question: is the decreased labour 
force participation rate partly responsible for the improvements in 
general health? This question is important. If a longer working life 
induces health deterioration, then a policy of trying to encourage 
people to work longer will be much less attractive. Furthermore, 
since healthcare is mostly publicly funded in the UK, a decline in 
health as a result of policies that induce longer working lives may 
lead to increases in health spending. At the same time, of course, 
such policies would also produce more suffering among the elderly, 
who would pay for their labour force participation with poorer health. 

On the other hand, it is also possible that retirement may be to the 
detriment of health so that policies to induce longer working lives 
could, in fact, produce even better improvements in life expectancy 
DQG�KHDOWK\�OLIH�H[SHFWDQF\��,Q�IDFW��0LOOLJDQ�DQG�:LVH��������¿QG�
little relationship between mortality and employment rates at the 
country level. For any given mortality rate, the employment rate 
DPRQJ�ROGHU�PHQ�YDULHV�VLJQL¿FDQWO\�DFURVV�FRXQWULHV�DQG�FKDQJHV�
in mortality within countries are weak predictors of changes in 
employment rates of older men. However, mortality is a rather crude 
measure of health. Secondly, it is not necessarily the case that the 
apparently non-existent relationship between employment and 
health holds up in micro-level analyses. Indeed, the evidence clearly 
suggests that deteriorations in health-induced retirement at the 
individual level in the British context (Disney et al, 2006).

How can retirement 
a!ect health?
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Theoretically, the impact of retirement on health is far from certain. 
According to the human capital model of Grossman (2000), good 
health is crucial for allowing individuals to maximise their utility. 
+HDOWK�KDV�DQ�LPSDFW�RQ�XWLOLW\�GLUHFWO\�WKURXJK�LWV�HIIHFW�RQ�SHRSOH¶V�
life satisfaction and happiness while also reducing work-related 
illness which, in turn, allows people to raise their total earnings. 
The former mechanism may lead people to invest more in their 
health after retirement – since they have more time to enjoy their 
leisure activities – whereas the latter mechanism may lead them 
to invest less, since they no longer have a job with which to increase 
their earnings. Whether incentives to invest in health increase or 
GHFUHDVH�DIWHU�UHWLUHPHQW�GHSHQGV�RQ�ZKHWKHU�WKH�PDUJLQDO�EHQH¿W�
of better health is higher or lower compared with before retirement, 
and there is no straightforward correct answer regarding which 
scenario is correct (Dave et al, 2006). Additionally, it is important 
to note that health investments may change prior to retirement 
since individuals engage in retirement planning the effects of which 
may kick in once they have retired. Also it should be noted that 
investment in health may not be primarily monetary investments. 
They can include making changes to diet, developing a daily exercise 
routine, and so on.

Other mechanisms by which retirement can affect health appear 
equally ambiguous. The social capital literature, for example, 
LQGLFDWHV�EHQH¿FLDO�HIIHFWV�RI�WUXVW�DQG�VRFLDO�LQWHUDFWLRQV�RQ�KHDOWK�
�IRU�H[DPSOH��VHH�3HWURX�DQG�.XSHN��������G¶+RPEUHV�HW�DO��������
Ronconi et al, 2012). It is plausible that retirement can reduce social 
QHWZRUNV�LI�WKHVH�PRVWO\�VWHPPHG�IURP�D�SHUVRQ¶V�MRE��+RZHYHU��
the retired also have more leisure time, which can be used to 
establish new social contacts outside work. Additionally, retired 
people have more time to devote to voluntary work, which is also 
a base from which new contacts can be established.

Equally, while stress is clearly detrimental to health, the impact of 
retirement on stress is also not clear-cut. Retirement is an important 
life event that can be very stressful, but it can also decrease work-
related pressure. The same applies for physical exercise. Some 
people get most of their exercise from work, whereas retirement 
may allow others to exercise more on a voluntary basis. Indeed, 
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the impact of retirement on exercise appears to vary depending on 
the type of people and the type of job from which they exit (Chung 
et al., 2009; Kuvaja-Köllner et al., 2012).

Another mechanism by which retirement affects health is through 
ZKDW�LV�WHUPHG�WKH�µLQFRPH�HIIHFW¶��:KHQ�SHRSOH�UHWLUH��WKH\�DUH�
likely to see a drop in their income. This, in turn, might affect their 
health negatively.

Furthermore, it is important to note that the health impact of 
retirement is not necessarily linear: immediate and short-term effects 
PD\�GLIIHU�VLJQL¿FDQWO\�IURP�PHGLXP��DQG�ORQJ�WHUP�LPSDFWV��7KH�
mechanisms linking retirement to health can involve very long 
delays. It is clearly plausible that the longer-term health effects of 
UHWLUHPHQW�FDQ�GLIIHU�VLJQL¿FDQWO\�IURP�WKH�VKRUW�WHUP�LPSDFW��)RU�
H[DPSOH��WKH�UHGXFWLRQ�LQ�VWUHVV�PD\�KDYH�D�EHQH¿FLDO�VKRUW�WHUP�
impact but the reduced social contact may have a detrimental 
longer-term impact.
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A key problem for any valid study is that retirement status is not 
random but rather a function of a wide variety of factors that are 
not necessarily observed in simple statistical models. Furthermore, 
analysis is seriously complicated by the fact that, just as retirement 
can affect health, the decision to retire can also be affected by 
health in many ways as noted above. As such, an observed 
correlation between health and retirement says nothing about 
causation. Clearly somebody with a chronic condition that makes 
LW�GLI¿FXOW�RU�GDQJHURXV�WR�ZRUN�LV�PRUH�OLNHO\�WR�UHWLUH�WKDQ�VRPHERG\�
who is healthy. However, there can be more subtle effects. For 
example, somebody who has been diagnosed with cancer – even 
a non-aggressive type – may choose to retire in order to ensure 
that he has a period of leisure before he becomes restricted by 
deteriorating health. If health deteriorates, individuals may also be 
able to purchase annuities more cheaply thus making early retirement 
easier. The effect could, on occasions, work in the other direction: 
retirement may mean that such individuals are excluded from work-
UHODWHG�LQVXUDQFH�EHQH¿WV�WR�ZKLFK�WKH\�ZRXOG�EH�HQWLWOHG�LI�WKH\�
remained at work. These problems have been examined by Coile 
��������&DL���������*DUFtD�*yPH]�HW�DO���������DQG�=XFFKLQHOOL�HW�
al. (2010). On the whole, it is found that poor health is likely to 
SUHFLSLWDWH�UHWLUHPHQW��DQG�WKDW�WKLV�LV�OLNHO\�WR�OHDG�WR�D�¿QGLQJ�RI�
D� µIDOVH�QHJDWLYH¶�HIIHFW�RI�UHWLUHPHQW�RQ�KHDOWK�� ,Q�RWKHU�ZRUGV��
because poor health can lead to retirement, it is more likely that 
researchers who do not take account of this will conclude that 
retirement leads to poorer health than is really the case.

The impact of retirement on 
health: previous research and  
its problems
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7KHUH�LV�DOVR�D�SRWHQWLDO�SUREOHP�RI�µRPLWWHG�YDULDEOH�ELDV¶��7KHUH�
PLJKW�EH�µXQVHHQ¶�YDULDEOHV�WKDW�DIIHFW�ERWK�UHWLUHPHQW�DQG�KHDOWK��
which would lead the data to show a false correlation between 
retirement and health. Of course, these omitted variables may also 
mask a potential effect of retirement on health, which would lead 
researchers to conclude that such an effect does not exist. For 
H[DPSOH��LW�LV�FRQFHLYDEOH�WKDW�VRPH�SHRSOH¶V�UHWLUHPHQW�GHFLVLRQV�
are affected by the health status of their spouses (poor health of a 
VSRXVH�PDNLQJ�LW�PRUH�OLNHO\�WKDW�VRPHERG\�ZLOO�UHWLUH���,I�SHRSOH¶V�
KHDOWK��LQ�WXUQ��LV�DIIHFWHG�E\�VSRXVHV¶�KHDOWK��IRU�H[DPSOH��LI�RQH�
is ill, the other may become depressed), and we have not included 
the health of spouses in the statistical model, it means that the 
FRUUHODWLRQ�EHWZHHQ�D�SHUVRQ¶V�UHWLUHPHQW�DQG�KHDOWK�FRXOG�EH�
picked up when, in fact, the underlying correlation is between the 
health statuses of the two spouses. Because of these problems, a 
SOHWKRUD�RI�VWXGLHV��ZKLFK�GLVSOD\�FRQÀLFWLQJ�UHVXOWV��FDQQRW�VHSDUDWH�
causality from correlation (e.g. Litwin 2007; Alavinia and Burdorf 
2008; Brockman et al, 2009; Jang et al. 2009; Westerlund et al. 
2009; Roberts et al. 2011).

Some researchers have tried to deal with these problems by 
following individuals over time and by focusing on whether changes 
in retirement status generate changes in health, while controlling 
for all unobserved differences between individuals that do not vary 
over time (such as genetic factors). This is a valid technique if, and 
only if, the sources of the above selection problems and omitted 
variables do not vary over time. Such a strategy is used by Kerkhofs 
and Lindeboom (1997) and Lindeboom et al (2002). However, many 
sources of the problems noted above do vary over time and so it 
is not possible to view the results of these studies as implying 
causal effects. 
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In order to analyse the causal effect of retirement on health more 
sophisticated econometric techniques must be used. Normally, this 
means that researchers resort to instrumental-variable (IV) models. 
These necessitate a third variable – an instrument – that predicts 
UHWLUHPHQW�EXW� LV�RWKHUZLVH�XQUHODWHG�WR�LQGLYLGXDOV¶�KHDOWK��DIWHU�
controlling for other relevant variables). Imagine, for example, that 
the government unexpectedly offered the possibility to a random 
group of 10 per cent of all 55-year olds – regardless of health status 
– to retire the next day with a certain percentage of their salary as 
their yearly pension until they die. The government then selects 
(randomly) 50 per cent of the applicants. We could examine the 
health status of those who are accepted and those who are rejected. 
This unexpected offer would clearly induce many to retire, but 
whether the offer was actually made would not be related to health. 
Thus, one could use the offer as an instrument for retirement status, 
and get around the problems of reverse causality and omitted 
variable bias. This scenario is of course unrealistic, and should 
merely be seen as a hypothetical example of what would constitute 
a perfect instrumental variable for retirement.

If such a variable, or variables, can be found, it is possible to isolate 
the variation in retirement that is not correlated with other variables 
not included in the model but that also affect health. Secondly,  
this approach is not affected by reverse causality running from 
health to retirement. This means that we can separate causality 
from correlation.

Overcoming problems in 
analysing the impact of 
retirement on health
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A common approach in the recent and relatively scant economic 
literature on the subject has been to apply IV models using the 
ages at which people become entitled to take early retirement and 
UHJXODU�SHQVLRQ�EHQH¿WV�DV�µLQVWUXPHQWV¶�IRU�UHWLUHPHQW��,W�ZRXOG�
EH�UHDVRQDEOH�WR�DVVXPH�WKDW�UHDFKLQJ�RI¿FLDO�UHWLUHPHQW�DJHV�±�RU�
state pension age as it would be known in the UK - increases the 
incentives to exit the labour market, simply because people can 
tap into the state pension. It is also likely that reaching such ages 
predicts labour market exit well. At the same time, it could be argued, 
WKHUH�LV�OLWWOH�UHDVRQ�ZK\�UHDFKLQJ�WKH�RI¿FLDO�UHWLUHPHQW�DJHV�ZRXOG�
have an impact on health in other ways apart from through retirement. 
Retirement can take place at many ages, but the state pension is 
received from age 65 (for males). At most ages we would expect 
to see retirement rise in people with ill health. However, at age 65, 
there would arguably be a rise in retirements for reasons unrelated 
to health. While also controlling for age effects, and other variables 
that are likely to have an impact on health in old age, researchers 
can then estimate the impact of retirement on health that occurs 
EHFDXVH�DQ� LQGLYLGXDO� UHDFKHV� WKH�RI¿FLDO� UHWLUHPHQW�DJH�� ,Q�
HFRQRPHWULF� WHUPV�� WKLV� LV�VRPHWLPHV�UHIHUUHG�WR�DV�D�VSHFL¿F�
DSSOLFDWLRQ�RI�D�µUHJUHVVLRQ�GLVFRQWLQXLW\�GHVLJQ¶�

Another approach in the literature has been to use reforms to the 
SHQVLRQ�V\VWHP�WR�FUHDWH�JURXSV�RI� µWUHDWHG¶�SHRSOH��ZKR�DUH�
VXEMHFWHG�WR�WKH�FKDQJHV��DQG�D�µFRQWURO�JURXS¶�FRQWDLQLQJ�LQGLYLGXDOV�
who are not subjected to the changes. The argument is similar: 
ZKLOH�SHQVLRQ�UHIRUPV�RIWHQ�DOWHU�¿QDQFLDO�LQFHQWLYHV�WR�UHWLUH��WKH\�
should not affect health through other paths. These econometric 
techniques are supposed to untangle the independent impacts of 
health and pension age on retirement, and can thus potentially 
allow us to determine the independent effect of retirement on health 
if used properly.

The multi- and within-country research – including studies using 
(QJOLVK�GDWD�±�WKDW�XVH�WKHVH�VWUDWHJLHV�JHQHUDOO\�¿QG�QR�KHDOWK�
HIIHFWV�IURP�UHWLUHPHQW�RU� WKH\�¿QG�SRVLWLYH�KHDOWK�HIIHFWV�IURP�
retirement. There are some exceptions. 
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/HL�HW�DO¶V��������VWXG\�GLVSOD\V�D�ODUJH��QHJDWLYH�LPSDFW�RI�UHWLUHPHQW�
RQ�VHOI�DVVHVVHG�KHDOWK� LQ�&KLQD��DQG�.RORG]LHM¶V��������SDSHU�
displays some negative effects of retirement on mental health 
DFURVV�HOHYHQ�(XURSHDQ�FRXQWULHV��5HVHDUFK�DOVR�¿QGV�WKDW�SHRSOH¶V�
body mass index increases as a result of retirement, with some 
evidence that the impact is strongest among people who are already 
overweight or obese (Chung, Domino, and Stearns 2009; Kantarci 
and van Soest 2011).

Another approach in the US has been to use unexpected retirement 
windows offered by employers to employees as instruments. Again, 
in this case, there will be an increase in retirement that is not related 
to health and so it is possible to use econometric techniques to 
disentangle the effects of retirement on health. Coe and Lindeboom 
�������GR�VR��DQG�¿QG�QR�RU�SRVLWLYH�HIIHFWV�RI�UHWLUHPHQW�RQ�KHDOWK��
Calvo, Sarkisian, and Tamborini (2013) use both unexpected 
retirement windows and changes to the eligibility ages as instruments 
DQG�¿QG�WKDW��ZKHQ�UHWLUHPHQW�RFFXUV�HDUOLHU�WKDQ�DW�WKH�HVWDEOLVKHG�
US early retirement threshold, it is negative for self-assessed health 
and for a measure of mental health. On the other hand, if it occurs 
µRQ�WLPH�RU�ODWHU¶��LW�KDV�QR�VLJQL¿FDQW�HIIHFWV�4 This may be due to 
H[SHFWDWLRQ�HIIHFWV�DPRQJ�LQGLYLGXDOV�SURGXFHG�E\�WKH�RI¿FLDO�VWDWH�
pension ages. Since the rules and institutions that are in place may 
FDXVH�VSHFL¿F�UHWLUHPHQW�H[SHFWDWLRQV�� LQGLYLGXDOV�DUH� OLNHO\�WR�
adapt to later retirement in the long run once they get accustomed 
to new rules.

 4   Retirement is somewhat positive for health when the authors exclude all records after 
WKH�¿UVW�WUDQVLWLRQ�WR�UHWLUHPHQW��7KLV��KRZHYHU��PHDQV�GURSSLQJ�D�VLJQL¿FDQW�QXPEHU�RI�
observations for each person. In addition, the authors never report the outcomes of the 
RYHU�LGHQWL¿FDWLRQ�WHVW��ZKLFK�LV�FRQFHUQLQJ�JLYHQ�WKH�EHORZ�GLVFXVVLRQ�RI�WKH�SRWHQWLDO�
problems with the instruments.
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The research discussed above produces mixed results, but the 
majority of studies display either positive effects or no effects of 
retirement on health. However, some questions arise regarding the 
DSSURSULDWHQHVV�RI�WKH�WHFKQLTXHV�XVHG��,W�LV�SRVVLEOH�WKDW�RI¿FLDO�
retirement ages, changes in pension systems and unexpected 
retirement windows are all related to health in ways other than 
through retirement. This, in turn, means that the research strategies 
can give biased results. 

Problems with the more 
sophisticated research studies
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Anticipation effects

Firstly, there is a problem of anticipation effects. Since there are 
¿QDQFLDO�LQFHQWLYHV�WR�UHWLUH�DW�FHUWDLQ�DJHV��SHRSOH�PD\�DGMXVW�WKHLU�
behaviour before retiring. If these adjustments, in turn, affect health 
following retirement, the instrument is not valid. In this case, the 
existence of the retirement age itself affects behaviour and health 
and thus it becomes inappropriate to use it as an instrument. While 
retirement planning applies to most regular pathways to labour market 
exit in old age, research suggests that the state pension system has 
traditionally been a key route (Gruber and Wise 2004), which is likely 
to make it especially susceptible to retirement planning and behavioural 
FKDQJH��,QGHHG��WKH�¿QGLQJ�RI�&DOYR�HW�DO��������WKDW�UHWLUHPHQW�
earlier than at the US early retirement age is negative for health but 
has no effects afterwards does suggest that people often plan for 
retirement according to the established state pension rules.

The problem also applies to changes in the state pension system 
if these are predictable, which is often the case due to public debate 
preceding such changes or because of long lead-in times for reforms. 
Since individuals often have time to adapt to the reforms before 
they retire, they may also alter their behaviour in ways that have 
an impact on their health. For example, there is some evidence 
that reforms reducing pension rights lead workers to participate in 
WUDLQLQJ�FRXUVHV��0RQWL]DDQ�HW�DO���������6XFK�SDUWLFLSDWLRQ��LQ�WXUQ��
may have an independent impact on health which they would not 
have incurred without the pension reform. If this is the case, the 
instrument does not solely cause changes in health through its 
impact on retirement, but also by its impact on the ways in which 
people alter their behaviour prior to retirement. 
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2I¿FLDO�UHWLUHPHQW�DJHV�

,Q�DGGLWLRQ��DV�%HKQFNH��������DUJXHV��UHDFKLQJ�WKH�RI¿FLDO�SHQVLRQ�
eligibility age might also have an independent impact on health, 
especially mental health, if this is considered a milestone in an 
LQGLYLGXDO¶V� OLIH�� ,W�PLJKW�DOVR�EH�WKH�FDVH�WKDW� LQGLYLGXDOV�ZLWK�D�
particular health status choose jobs with mandatory retirement—or 
jobs in which early retirement is more likely to be granted—which 
PDNHV�LW�HYHQ�PRUH�GLI¿FXOW�WR�VHSDUDWH�FDXVDWLRQ�IURP�FRUUHODWLRQ��
,I��IRU�H[DPSOH��LQGLYLGXDOV�ZLWK�VSHFL¿F�KHDOWK�SUR¿OHV�FKRRVH�MREV�
ZKHUH�WKH\�DUH�FHUWDLQ�WR�EH�DEOH�WR�UHWLUH�DW�WKH�RI¿FLDO�UHWLUHPHQW�
DJH��DQ\�HVWLPDWHV�ZRXOG�VXIIHU� IURP� µVHOI�VHOHFWLRQ¶��7KLV� LV�
especially true of the early retirement age, and changes to that 
age. All individuals do not necessarily even know whether they are 
eligible for early retirement, and those who do are more likely to 
have been searching for ways to retire prematurely. Similarly, a 
concern with the approach of using unexpected retirement windows 
from employers in the US as an instrument is that employees of 
companies giving such offers may differ systematically from other 
individuals. If this is the case, the results may again be plagued by 
selection bias. 

Health and time since retirement 

However, perhaps the biggest problem with many of these studies 
is that they do not account for a varying impact with time. It is quite 
SRVVLEOH�WKDW�UHWLUHPHQW�PD\�EHQH¿W�KHDOWK�DW�¿UVW�GXH�WR�D�UHGXFWLRQ�
LQ�VWUHVV�OHYHOV�DQG�DQ�DELOLW\�WR�XQGHUWDNH�HQMR\DEOH�DQG�IXO¿OOLQJ�
DFWLYLWLHV��WKLV�PLJKW�EH�WHUPHG�D�³KROLGD\�HIIHFW´��$V�WLPH�JRHV�RQ��
KRZHYHU��RWKHU�LQÀXHQFHV�PLJKW�OHDG�KHDOWK�WR�GHWHULRUDWH��7KHVH�
may include the lack of social interaction and physical activity. Also, 
WKH�LQLWLDO�SV\FKLF�EHQH¿W�RI�UHWLUHPHQW�PLJKW�IDGH�DZD\��,Q�JHQHUDO��
furthermore, behavioural changes take time before they affect health. 
For example, if an individual starts eating, drinking and smoking 
more because they retire, or in anticipation of retirement, the health 
effects are not going to appear until some point in the future. It is 
clearly important to take lags between any retirement indicators into 
account when analysing the effects of retirement on health.
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Given the problems with estimating the independent impact of 
retirement on health, it is not surprising that other estimation 
VWUDWHJLHV�GLVSOD\�GLIIHUHQW�¿QGLQJV��$QDO\VLQJ�86�GDWD��'DYHHW�DO�
�������XVH�VSRXVHV¶�UHWLUHPHQW�VWDWXV�DV�LQVWUXPHQWV�IRU�LQGLYLGXDOV¶�
UHWLUHPHQW�VWDWXV�DQG�¿QG�WKDW�UHWLUHPHQW�SUHGLFWV�ZRUVH�SK\VLFDO�
and mental health. However, there is a problem with this estimation 
procedure too. The retirement of a spouse may well be correlated 
ZLWK�RU�DIIHFW�DQ�LQGLYLGXDO¶V�KHDOWK�GLUHFWO\�RU�LQGLUHFWO\��)XUWKHUPRUH��
the health of a person may be affected by the health of their spouse. 
Indeed, some research displays a potentially causal effect of a 
KXVEDQGV¶�JHQHUDO�KHDOWK�RQ�WKHLU�ZLYHV¶�PHQWDO�KHDOWK��0LFKDXG�
and van Soest, 2008) making it important to take this source of 
potential bias seriously. Given this, we might need to control for 
WKH�LPSDFW�RI�D�VSRXVHV¶�KHDOWK�RQ�WKH�KHDOWK�RI�D�JLYHQ�UHVSRQGHQW�
in order to obtain unbiased results.

Research in Austria has also found negative effects of retirement 
on health. Kuhn et al (2010) use an unexpected change in the 
Austrian old age unemployment insurance system as an instrument 
DQG�¿QG�WKDW�HDUO\�UHWLUHPHQW�DPRQJ�PDOH�EOXH�FROODU�ZRUNHUV�
increases the probability of dying before age 67. However, there 
is no effect among women. It is notable that very little planning for 
the new rules could have been taking place after they were instituted 
because there was an economic slump and people retired 
immediately when the system was changed. This may make the 
instrument more likely to be valid compared with previous research 
using similar research strategies.

Studies finding a negative  
impact of retirement on health 



Analysing English data, Behncke (2012) focuses on individuals 
who were subject to a series of interviews at different stages. The 
¿UVW�ZDYH�RI� LQWHUYLHZV�WRRN�SODFH�ZKHQ�DOO� WKH�VXEMHFWV�ZHUH�
employed. The researchers then examined whether retirement at 
the time of the second wave of interviews altered health by the time 
of the third interview. The researcher was able to control for a very 
large number of variables affecting retirement and health and this 
should have ensured that the estimates were unbiased. The 
researcher also uses IV models with the normal retirement age as 
DQ�LQVWUXPHQW�� ,Q�ERWK�VWUDWHJLHV��VKH�¿QGV�QHJDWLYH�HIIHFWV�RQ�
various types of health from retirement, although in one of the 
models the effect of retirement on subjective health, chronic 
FRQGLWLRQV�DQG�PHQWDO�KHDOWK�LV�LQVLJQL¿FDQW��,QWHUHVWLQJO\��WKH�DXWKRU�
controls for the date at which people expect to retire and also for 
their expectations of being subject to work-limiting health shocks. 
While this strategy is supposed to take into account retirement 
SODQQLQJ�DQG�KHDOWK�VKRFNV��LW�LV�XQOLNHO\�WR�GR�VR�VXI¿FLHQWO\��6HOI�
UHSRUWHG�UHWLUHPHQW�GDWHV�PD\�VXIIHU� IURP� MXVWL¿FDWLRQ�ELDV� LI�
individuals simply do not tell the truth about their health because 
they plan to retire prematurely. Also, people are not likely to be able 
to predict their own health shocks. Nevertheless, it is certainly better 
to use this strategy than not when using the state pension age as 
instrument. The results are therefore especially intriguing considering 
WKDW�RWKHU�VWXGLHV�XVLQJ�%ULWLVK�GDWD�DQG�VLPLODU�LQVWUXPHQWV�¿QG�
either positive or no health effects of retirement on health (Bound 
and Waidmann 2007; Johnston and Lee 2009; Fé and Hollingsworth 
2011, 2012).

29
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Overall, the most methodologically convincing research on the 
health effects of retirement is rather mixed. This is likely to be due 
to researchers employing different research strategies and data. 
Few studies, and no multi-country studies, take lagged effects into 
account properly. As argued above, this is problematic since the 
ODJJHG�HIIHFWV�RI�UHWLUHPHQW�RQ�KHDOWK�PD\�GLIIHU�VLJQL¿FDQWO\�IURP�
the immediate ones. Research has focused on the impact of being 
fully or partially retired, but no study has evaluated the effects of 
the number of years spent in retirement.

Motivated by the mixed literature, and especially by the above-noted 
ÀDZV�LQ�PXOWL�FRXQWU\�UHVHDUFK��WKLV�SDSHU�SUHVHQWV�D�QHZ�VWDWLVWLFDO�
analysis to determine the health effects of retirement. In this analysis, 
micro-level data from the Survey of Health, Ageing, and Retirement 
in Europe (SHARE) from eleven European countries has been 
used. These countries are: Austria, Belgium, Denmark, France, 
,WDO\��*HUPDQ\��*UHHFH��WKH�1HWKHUODQGV��6SDLQ��6ZLW]HUODQG�DQG�
Sweden. This involves a sample of about 7,000-9,000 individuals 
DJHG�EHWZHHQ����DQG����\HDUV�DW�WKH�WLPH�RI�WKHLU�¿UVW�LQWHUYLHZ��
7KH�H[DFW�VDPSOH�VL]H�GHSHQGV�RQ�WKH�PRGHO�VSHFL¿FDWLRQ�

In contrast to prior research, this paper analyses the effects of 
being retired as well as the number of years spent in retirement.5 

New evidence from Europe 

 5   The natural logarithm of this variable is used since one might expect the marginal 
effect to decrease with time. 
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By lagging the retirement indicator one period, the analysis takes 
into account the fact that short- and longer-term effects of retirement 
may differ. Both self-assessed health and mental health as well as 
a health stock variable constructed from a plethora of objective 
health indicators are analysed. In addition, physical health indicators 
±�PRUH�VSHFL¿FDOO\��WKH�QXPEHU�RI�GLDJQRVHG�SK\VLFDO�FRQGLWLRQV��
the number of drugs taken for such conditions, and grip strength 
– are included in the analysis. The research also examined the 
effects of the retirement variables on changes in self-assessed 
health trajectory (i.e. on changes-in-changes in self-assessed health).

In order to deal with the issues of reverse causality and omitted 
variables that can bias the results as discussed above, one needs 
WR�¿QG�YDULDEOHV�WKDW�DUH�GLUHFWO\�UHODWHG�WR�UHWLUHPHQW�EXW�QRW�UHODWHG�
to health apart from through retirement. In this research two distinct 
VWUDWHJLHV�DUH�XVHG��)LUVWO\��WKH�IDFW�WKDW�FRXSOHV¶�UHWLUHPHQW�GHFLVLRQV�
are not independent of each other was exploited. Research has 
JLYHQ�VXSSRUW�WR�WKH�VR�FDOOHG�µMRLQW�UHWLUHPHQW�K\SRWKHVLV¶��ZKLFK�
holds that spouses often retire relatively close to each other due 
WR�¿QDQFLDO�LQFHQWLYHV�DQG�OHLVXUH�FRPSOHPHQWDULWLHV��%DQNV�HW�DO��
2010; Casanova, 2010; Stancanelli, 2012). It is therefore likely that 
VSRXVHV¶�UHWLUHPHQW�VWDWXV�LV�UHODWHG�WR�LQGLYLGXDOV¶�UHWLUHPHQW�VWDWXV�
as well as to the time that the spouse has spent in retirement. The 
VHFRQG�LQVWUXPHQW�XVHG�LV�WKH�ORJ�RI�VSRXVHV¶�DJHV��7KH�UDWLRQDOH�
IRU� WKLV� LQVWUXPHQW� LV�VLPLODU� WR�WKH�¿UVW�RQH��2OGHU�VSRXVHV�DUH�
more likely to retire which, in turn, increases the likelihood that 
individuals retire with the expectation that they will soon be followed 
by their spouses.

Presuming that it might actually be better for health to be with a 
spouse in retirement, this instrument should not bias the results 
upwards. There is little reason why isolation from a spouse would 
EH�EHQH¿FLDO�IRU�RQH¶V�KHDOWK��VR�WKLV�LV�D�SODXVLEOH�DVVXPSWLRQ��
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In the second strategy, instruments from prior research are used. 
These are dummy variables indicating whether or not people have 
reached the state pension ages in their respective countries. Due 
to data limitations, this strategy can only be used when analysing 
self-assessed health. However, unlike previous multi-country 
research using these instruments, this study examines whether 
FKDQJHV�LQ�UHWLUHPHQW�VWDWXV�RYHU�WLPH�DIIHFW�FKDQJHV�LQ�SHRSOH¶V�
health. This is a strategy that controls for variables that are constant, 
such as genetic factors – while at the same time taking into account 
lagged effects. In addition, controls are used for time effects that 
take into account the fact that there might be common health shocks 
that affect all individuals. In essence, this means that the research 
is analysing whether changes in retirement and the number of years 
VSHQW�LQ�UHWLUHPHQW�EHWZHHQ�WKH�¿UVW�DQG�VHFRQG�LQWHUYLHZV�FDXVH�
changes in health between the second and third interviews.

All models control for other important variables, such as age, 
education and lagged health levels at the time when retirement 
status is measured. In other words, the analysis focuses on the 
ODJJHG�HIIHFW�RI�EHLQJ�UHWLUHG�DW�WKH�¿UVW�LQWHUYLHZ�RQ�KHDOWK�DW�WKH�
second interview (which is approximately 2-3 years later). For a full 
technical discussion on the methodology, instruments, and variables 
included in the models, see the working paper (Sahlgren, 2012).
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5HVXOWV�IURP�¿UVW�UHVHDUFK�VWUDWHJ\

Overall, it is found using this data that there are negative and 
substantial effects on health from retirement. The number of years 
spent in retirement also affects health. It is not easy to express the 
results in terms that are easily understandable because of the nature 
of the measures being assessed. Health is not like, for example, the 
GHDWK�UDWH�DW�D�VSHFL¿F�DJH��ZKLFK�FDQ�HDVLO\�EH�PHDVXUHG�RQ�D�
linear scale. For that reason, various approaches to explaining the 
effects are used below starting with the most technical and then 
moving on to a discussion of the practical implications. 

Depending on the model used, the effect of being retired - rather 
WKDQ�ZRUNLQJ�IRU�SD\�DW�WKH�¿UVW�LQWHUYLHZ�JHQHUDWHV�D�GHFOLQH�LQ�VHOI�
assessed health by 0.71-1 standard deviations (SD)7 between the 
¿UVW�DQG�WKH�VHFRQG�LQWHUYLHZV��FRQGLWLRQDO�RQ�WKH�OHYHO�RI�KHDOWK�DW�
WKH�¿UVW�LQWHUYLHZ���7KH�GHFOLQH�LQ�PHQWDO�KHDOWK�DQG�WKH�KHDOWK�VWRFN�
is 0.97-1.23 SD and 1.51-1.65 SD respectively.8 At the same time, 
doubling the number of years spent in retirement reduces the health 
measures by 0.26-0.34 SD, 0.37-0.46 SD, and 0.51-0.57 SD 
respectively.9 

The impact of retirement  
on health6 

 6��,Q�WKLV�VHFWLRQ��,�KLJKOLJKW�WKH�PDLQ�¿QGLQJV�IURP�P\�DQDO\VLV��)RU�D�PRUH�LQ�GHSWK�
discussions and robustness tests, see Sahlgren (2012). 

 7  A standard deviation is a measure indicating the variation from the arithmetic mean in 
the data analysed. 

8   In support of the argument that reaching the early retirement age – which could be 
correlated with both retirement status and health – may bias the mental health esti-
PDWHV�HVSHFLDOO\��ZH�¿QG�QR�LPSDFW�DW�DOO�RQ�PHQWDO�KHDOWK�ZKHQ�H[FOXGLQJ�WKH�GXP-
my variables indicating whether or not individuals and their spouses have reached 
the early retirement age.

9   ,Q�JHQHUDO��WKH�ORZHU�LPSDFW�FDQ�EH�IRXQG�ZKHQ�,�FRQWURO�IRU�VSRXVHV¶�VHOI�DVVHVVHG�
health. As discussed in Sahlgren (2012), however, this is likely to control for some  
of the effects in which we are interested, which is especially the case for mental  
and self-assessed health. It is therefore conspicuous that the health stock, which 
measures health more objectively, is basically unaffected by this control.
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This means, for example, that a person who has been retired for 
four years is likely to have 0.26-0.34 SD, 0.37-0.46 SD, and 0.51-
0.57 SD lower health score on the respective measures compared 
with a person who has been retired for two years.

Similarly, a consistent negative impact of retirement on physical 
health measures is found. The state of being retired increases the 
number of diagnosed physical conditions by 1.21 SD (which is 
equivalent to about one and a half conditions) and the number of 
drugs taken against physical conditions by 0.97 SD (roughly one 
drug). It also decreases grip strength by 1.28 SD. Doubling the years 
spent in retirement, for example from two to four years, increases 
the number of physical conditions and drugs for such conditions by 
0.38 SD and 0.30 SD respectively, at the same time as decreasing 
grip strength by 0.38 SD.

8VLQJ�PHDVXUHV�ZKHUH�HDFK�SHUVRQ� LV�FODVVL¿HG� LQWR�ELQDU\�
categories eLWKHU�LOO�RU�KHDOWK\�±�EHLQJ�UHWLUHG�DW�WKH�¿UVW�ZDYH�KDV�
WKH�IROORZLQJ�HIIHFWV�RQ�FKDQJHV�LQ�KHDOWK�EHWZHHQ�WKH�¿UVW�DQG�
second waves:

–  ,W�GHFUHDVHV�WKH�OLNHOLKRRG�RI�EHLQJ�LQ�µYHU\�JRRG¶�RU�µH[FHOOHQW¶�
self-assessed health by 39 per cent.

–  It increases the probability of suffering from clinical depression 
by 41 per cent.

–  It increases the probability of having at least one diagnosed 
physical condition by 63 per cent.

–  It increases the probability of taking a drug for such a condition 
by 60 per cent.
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The results for doubling the number of years spent in retirement 
are as follows:

–  ,W�GHFUHDVHV�WKH�OLNHOLKRRG�RI�EHLQJ�LQ�µYHU\�JRRG¶�RU�µH[FHOOHQW¶�
self-assessed health by 11 per cent.10 

–  It increases the probability of suffering from clinical depression 
by 17 per cent.

–  It increases the probability of having at least one diagnosed 
physical condition by 22 per cent.

–  It increases the probability of taking a drug for such a condition 
by 19 per cent.

7KH�DERYH�¿JXUHV�DUH�DQ�DYHUDJH�RI�DOO�SHRSOH�ZKR�DUH�������
\HDUV�ROG�DW�WKH�WLPH�RI�WKH�¿UVW�LQWHUYLHZ��,W�VKRXOG�EH�UHPHPEHUHG�
WKDW�WKHVH�¿QGLQJV�DUH�FRQWUROOHG�IRU�DJH�DQG�RWKHU�IDFWRUV�DIIHFWLQJ�
health discussed in the working paper. They represent the 
independent effect of retirement.

 10   This estimate is imprecise and the statistical tests also suggest that the instruments 
PD\�EH�ELDVHG�LQ�WKLV�PRGHO��:H�VKRXOG�FRQVHTXHQWO\�LQWHUSUHW�WKLV�¿JXUH�ZLWK�FDXWLRQ�
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Results from second research strategy 

7KH� ¿QGLQJV� UHJDUGLQJ� VHOI�DVVHVVHG�KHDOWK� IURP� WKH� VHFRQG�
estimation strategy are very similar. The negative effect on health of 
the number of years spent in retirement, however, is stronger. 
Depending on model, retirement reduces the likelihood of being in 
good self-assessed health by 28-46 per cent at the third interview. 
At the same time, when using years spent in retirement as the 
retirement indicator instead of the binary retired/not retired category, 
doubling the number of years spent in retirement, for example from 
two to four years, decreases the likelihood of being in good self-
assessed health by 27-28 per cent, again depending on the model. 
This method analyses the dynamic effects of whether changes in 
retirement status and changes in the number of years spent in 
retirement have an independent effect on changes in health in the 
following period.

Using this strategy, it is also found that retirement leads to a 
VLJQL¿FDQWO\�ZRUVH�KHDOWK�WUDMHFWRU\�DQG�WKDW�WKH�OHQJWK�RI�WLPH�VSHQW�
in retirement is also detrimental to health. For more discussion 
about the results from the second research strategy, see the working 
paper (Sahlgren, 2012).

Finally, the difference between men and women was examined using 
both research strategies. No differences in terms of the impact on 
self-assessed health were found, but the negative impact on mental 
health and the health stock was slightly greater for women in the 
¿UVW�VWUDWHJ\��
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Comparison with earlier studies

The results have been cross-checked against the methodologies 
used in earlier research studies, and it has been found that the 
positive impact of retirement on health found in earlier studies is, at 
the very least, partly due to shortcomings in that research, especially 
in the case of the multi-country studies: for a longer discussion, see 
Sahlgren (2012).

Part of the explanation for the seemingly positive impact of retirement 
on health is the difference between short-run and long-run effects. 
Retirement does not seem to adversely affect health in the short run. 
8VLQJ�WKH�¿UVW�UHVHDUFK�VWUDWHJ\�ZLWK�QRQ�ODJJHG�UHWLUHPHQW�PHDVXUHV��
and excluding all individuals who had been retired for three years or 
ORQJHU��WKH�LPSDFW�RI�UHWLUHPHQW�RQ�KHDOWK�LV�DFWXDOO\�LQVLJQL¿FDQWO\�
positive. Using the second strategy, and again looking at the short-
run health effects of retirement instead of the lagged effects, most 
HVWLPDWHV�DOVR�JHQHUDOO\�VXJJHVW�LQVLJQL¿FDQW�SRVLWLYH�HIIHFWV��7KLV�
is supportive of the hypothesis that short- and longer-term effects 
differ, but further research into this area is necessary.

Overall, therefore, it is found that whereas the short-term impact of 
retirement on health is somewhat uncertain, the longer-term effects 
are consistently negative and large. As an example, Figure 4 displays 
the lagged effect on self-assessed health of being retired (using 
estimates from both research strategies) compared with the average 
health levels among people who are working. The average among 
the working population is 3.38 (3.33), which means that the mean 
KHDOWK�OHYHO�LQ�WKLV�JURXS�LV�D�ELW�KLJKHU�WKDQ�µJRRG¶��WKH�FDWHJRULHV�
DUH�����µSRRU¶������µIDLU¶������µJRRG¶������µYHU\�JRRG¶�DQG�����µH[FHOOHQW¶���
If these people were retired instead, it would mean that their mean 
health level would decline to 2.36 (2.25), rendering an average health 
OHYHO�RI�D�ELW�KLJKHU�WKDQ�µIDLU¶��7KLV�LV�D�VLJQL¿FDQW�GURS�LQGHHG�
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7KH�¿QGLQJV�DUH�LQ�OLQH�ZLWK�UHVHDUFK�VKRZLQJ�WKDW�JHQHUDO�SUDFWLWLRQHUV�
note a drop in various health indicators as a result of early retirement, 
despite the fact that their patients often believe that retirement has 
positive effects on their health (Maes and Stammen 2011). The 
results also accord with the most recent study of English data which 
¿QGV�ODJJHG�QHJDWLYH�UHWLUHPHQW�HIIHFWV�RQ�KHDOWK�ZKLOH�DOVR�WDNLQJ�
stronger precautions to ensure that the research strategy is valid 
compared with other British research (Behncke 2012). Overall, the 
HYLGHQFH�WKXV�LQGLFDWHV�WKDW�ROG�SHRSOH�EHQH¿W�IURP�FRQWLQXLQJ�VRPH�
form of paid work for longer instead of retiring entirely.

Figure 4: The impact of retirement on self-assessed health 
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In the past 50 years, there has been a decline in labour force 
participation among older people in industrialised countries, which 
in turn has put pressure on public pension systems. This is despite 
the fact that life expectancy and healthy life expectancy have both 
increased. The UK government recently proposed increased state 
pension ages for both men and women and there are now plans to 
link the pension age to life expectancy. These changes, which aim 
to induce people to work longer, have met resistance among interest 
JURXSV�ZKR�DUJXH�WKDW�SHRSOH¶V�KHDOWK�PXVW�EH�WDNHQ�LQWR�DFFRXQW�
before they are implemented. If health deteriorates because people 
FRQWLQXH�SDLG�ZRUN�IRU�ORQJHU��WKH�JRYHUQPHQW¶V�SROLFLHV�PD\�QRW�EH�
effective. Instead, increased sick leave and healthcare expenditures 
could result. 

Research on whether retirement is bad for health has produced 
mixed results. However, this research may very well be biased 
because of its methods. Untangling cause and effect in the relationship 
EHWZHHQ�UHWLUHPHQW�DQG�KHDOWK�LV�YHU\�GLI¿FXOW��7KLV�LV�HVSHFLDOO\�WUXH�
of earlier multi-country research. Of course, some studies have found 
negative effects of retirement on health. Indeed, this is the case of 
the most recent study using English data, which better deals with 
concerns raised in this paper than previous British research.

Conclusion and policy 
implications
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This paper shows the results from new research that attempts to 
deal with the problems of previous studies. The results, from two 
distinct research strategies, display large negative health effects of 
retirement among both women and men. These results are robust 
DFFRUGLQJ�WR�D�UDQJH�RI�DOWHUQDWLYH�VSHFL¿FDWLRQV�

One key issue that this paper does not examine is whether or not 
there are differential health effects of retirement among different 
types of workers (for example, people engaged in heavy manual 
ODERXU�FRPSDUHG�ZLWK�SHRSOH�HQJDJHG�LQ�RI¿FH�ZRUN���+RZHYHU��
even if there are differential effects, important policy implications 
derive from understanding the average effect among all workers. 
This is because policies such as increased state pension ages, and 
the general removal of disincentives to continuing paid work in old 
DJH��DUH�XQOLNHO\�WR�EH�GLIIHUHQWLDWHG��,Q�WHUPV�RI�D�FRVW�EHQH¿W�DQDO\VLV�
regarding overall costs, the average effect among all workers is 
indeed a crucial issue.

While there remains some doubt about the immediate health impact 
RI�UHWLUHPHQW��WKHUH�VHHP�WR�H[LVW� ORQJHU�WHUP�KHDOWK�EHQH¿WV�RI�
employment among older people. This, in turn, indicates that politicians 
do not face a trade-off between improving the health of the older 
population, increasing economic growth, decreasing health spending 
among the elderly and producing solvent pension systems. The 
policy implication is that impediments to continuing paid word in old 
age should be decreased. This does not necessarily mean that 
people should be expected to work full time until they die, but rather 
WKDW�SXEOLF�SROLF\�VKRXOG�UHPRYH�WKH�VWURQJ�¿QDQFLDO�LQFHQWLYHV�WR�
retire at earlier ages. 

7KH�VSHFL¿F�SROLFLHV�WKDW�QHHG�WR�EH�IROORZHG�WR�UDLVH�SDUWLFLSDWLRQ�
in the labour force will be the subject of a further paper. However, it 
is worth giving some indication here of the kinds of policies that might 
lead to a reversal of the fall in retirement ages in recent decades. It 
would be expected that lower pension ages and a higher level of 
state pension reduce average retirement ages. Furthermore, where 
disability provision provides an alternative pathway to retirement 
rather than a pathway back to the labour market, this can lead to 
lower economic activity at older age groups. 
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Employment protection legislation may also play a part in making 
the employment of older people less attractive.

It is likely, therefore, that policies are available that will reverse the 
rise in economic inactivity amongst older-middle-aged people. Such 
SROLFLHV�ZLOO�QRW�RQO\�LPSURYH�WKH�VXVWDLQDELOLW\�RI�SXEOLF�¿QDQFHV�EXW�
they are also likely to improve well-being through better self-assessed 
health, whilst also improving actual health outcomes amongst older 
people. These policies will not only improve health and well-being 
and the sustainability of welfare systems but also allow people to 
control their own retirement rather than have it controlled by the 
institutional characteristics of state pension systems.
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