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Abstract 

Empirical work in economics often makes the implicit assumption that the well-being effect 

of retirement is uniform across an entire population. This paper sets up an empirical test of 

this hypothesis by introducing two sources of individual heterogeneity into the retirement-

well-being relationship: personality or behavioral traits and pathways of leaving work. Our 

findings suggest that retirement does not affect all individuals in the same way. Early 

retirement raises life satisfaction and leisure satisfaction. Mandatory retirement reduces 

income satisfaction but increases leisure satisfaction. For people who leave their work for 

reasons related to ill health or family care, as well as those who become unemployed, we find 

that they report significantly lower satisfaction with their overall life and income. We further 

show that the strength of these effects depends upon personality. These findings underscore 

the role of individual heterogeneity in understanding how retirement impacts an individual’s 

well-being. 
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Retirement is a milestone is one’s life related to important changes in health, social relations, 

finances and allocation of time. In the past, society was not much concerned about retirement, 

as most people did not live very long and were expected to work for the biggest part of their 

lives. Fortunately, medical advancement and better living standards allow people to live 

longer. People continue living at least a decade or two after the end of their work life, thus 

spending a longer proportion of their life during retirement. The increase in life expectancy 

has also contributed to a substantial rise of the proportion of older individuals. While in the 

year 2013 only around 8% of the world population was above 65 years of age, this ratio is 

expected to become much higher for most developed countries. It is therefore important to 

understand how the transition from being employed to retired affects different domains of 

people’s lives. 

 To aid our understanding, psychologists have proposed a theoretical framework on the 

well-being effects of retirement. According to role theory (e.g. George, 1993), retirement 

may reduce well-being as it implies the loss of people’s occupational attachments, an 

important part of their identity. By contrast, continuity theory (Atchley, 1989; Richardson and 

Kilty, 1991) suggests the opposite – that retirement may promote a sense of well-being. 

According to this theory, besides work roles, people undertake other important roles over 

their life course such as those related to family and friends. Continuity of these roles into 

retirement may promote psychological well-being. Since the effect of retirement on well-

being can be either positive or negative, it is largely an empirical question to determine which 

effect is stronger. 

 Despite its acknowledged importance, relatively little work has examined the well-

being effects of retirement. Previous findings on this topic are also quite diverse with some 

studies identifying a positive retirement impact (e.g. Latif, 2011; Johnston and Lee, 2009; 

Charles, 2004), and other studies finding support for insignificant effects (e.g. Blanchflower 

and Oswald, 2004; Kapteyn et al., 2013). In relation to satisfaction with different areas of an 

individual’s life there is but one prior study (Bonsang and Klein, 2012) that is closely related. 

They showed that although voluntary retirement has a negligible effect on life satisfaction, 

involuntary retirement implies a strong and negative impact on life satisfaction. In this paper 

we broaden the focus by considering two additional sources of individual heterogeneity – 

personality traits and pathways of leaving work/retiring.   
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Social scientists devote considerable attention to the study of people’s subjective 

well-being. Much previous research has focused on average effects across an entire 

population. While understanding average effects can provide valuable insights, most likely 

the relationship between subjective well-being and variables that explain well-being is not 

uniform across the population. Consistent with this idea, Binder and Coad (2011) examined 

the relationship between well-being and a number of socio-economic variables, finding 

evidence of substantial heterogeneity between those at the extremes of the well-being 

distribution. Clark et al. (2006) introduced both slope and intercept heterogeneity into the 

relationship between income and subjective well-being and found that money can buy 

happiness but not equally for everyone; the effect was more pronounced for those who were 

already satisfied. In this vein, Budria (2013) found evidence in favor of differential relative 

income effects across the well-being distribution.  

 While these studies provide valuable insights into the role of individual heterogeneity, 

they often do not explain why it exists. In this paper we take a step toward identifying sources 

of individual heterogeneity by focusing on the link between retirement and satisfaction with 

different domains of life, and asking whether differences in personality traits can account for 

differences in how people cope with retirement. Besides personality, we account for another 

source of individual heterogeneity, namely possible pathways through which an individual 

may leave his/her work. 

 Earlier studies have shown that personality affects subjective well-being (Myers and 

Diener, 1995; Rammstedt, 2007; Heady, 2008; Steel et al., 2008). At the same time, it is well-

known that people may not react in the same way to the occurrence of life events such as 

unemployment (Boyce et al., 2010), income changes (Boyce and Wood, 2011b; Budria and 

Ferrer-i-Carbonell, 2012; Soto and Luhmann, 2013), marriage, childbirth and widowhood 

(Yap et al., 2012), illness (Kesavayuth et al., 2015) and disability (Boyce and Wood, 2011a). 

In this vein, Bonnano (2004) has suggested that personality and behavioral traits such as 

hardiness, positive emotions and self-enhancement are important in minimizing disruptions in 

normal functioning when life changes occur. 

 To test if personality matters for how people cope with retirement, we draw data from 

the British Household Panel Survey (BHPS), a nation-wide longitudinal data set from the 

United Kingdom. Our empirical approach takes into account that retirement may change 

personality (Roberts et al., 2005; Löckenhoff et al., 2009). To overcome possible endogeneity 

we use pre-retirement personality in our analysis, an approach also used by Bowles et al. 

(2001) and Boyce and Wood (2011a). Because individual heterogeneity constitutes a large 
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portion (44-52%) of the variation in well-being (Lykken and Telegen, 1996), we use panel 

data methods (fixed effects) to identify the effects of retirement on well-being. Our approach 

amounts to asking whether personality can affect how well people cope with retirement, and 

whether such personality impact might depend upon different pathways of leaving 

work/retiring, potentially providing new insights into the well-being effects of retirement.   

In relation to personality, as emphasized by Robinson et al. (2010, p. 792), “there are 

currently no published empirical studies linking the Big Five (personality characteristics) to 

retirement”. This lack of research is troubling because previous findings show that the link 

between subjective well-being and certain demographic factors that explain well-being is not 

uniform across the population. Consistent with this idea, Robinson et al. (2010) utilized an 

online survey design with 365 participants who were observed at one time-point. They 

showed that three personality traits, agreeableness, conscientiousness and low neuroticism, 

were most significant predictors of satisfaction with overall life among retirees. 

 We improve on their approach by using a dynamic, longitudinal analysis. Besides 

providing a better understanding of how personality affects the impact of retiring on an 

individual’s well-being, it allows us to assess the extent to which snapshot distinctions 

between retirees and non-retirees, as done by Robinson et al. (2010), might be valuable 

sources of information for the actual effects of retirement. With this in mind, and drawing 

data from the BHPS, we provide some of the first longitudinal evidence on the relationship 

between pathways of leaving work/retiring, personality and well-being. Our findings reject 

the hypothesis of ‘homogeneous’ behavior across distinct subgroups of individuals, providing 

new insights for researchers interested in well-being aspects of retirement. 

 The paper is structured as follows. Section 2 reviews previous research on personality, 

especially how it relates to retirement. Section 3 discusses our empirical model and strategy. 

Section 4 describes the data. Section 5 presents the results, and section 6 discusses how they 

relate to the previous literature. Section 7 considers extensions to our analysis and highlights 

possible limitations. Section 6 concludes. 

   

2. Background and expectations 

Personality is a well-established field of research in psychology. Starting with the pioneer 

work of Allport (1937), the study of personality has been developed into a systematic way of 

understanding individuals differences. Meanwhile a consensus started emerging among labor 

economists that traditional human capital indicators cannot fully explain an individual’s 

success in the labor market. Labor economists thus set out to identify potential sources of 
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individual heterogeneity that could help explain why some people perform better than others 

in the labor market while earning more in the process. They found substantial evidence that 

an individual’s cognitive and non-cognitive (or personality) skills are important predictors of 

economic success (e.g. Heckman et al., 2006; Borghans et al. 2008). Interestingly, compared 

to cognitive abilities (or synonymously, intelligence), it has been shown that personality has 

similar if not greater effects on an individual’s earnings (Bowles et al., 2001; Heckman, 

2006; Mueller and Plug, 2006).  

 A widely used model for understanding how individuals differ in terms of personality 

is the Big Five factor model (McCrae and Costa, 1987; Goldberg, 1993). The Big Five model 

supplies a unifying framework for describing an individual’s personality. As such it views 

personality as a multi-faceted construct consisting of five broad dimensions: agreeableness, 

conscientiousness, extraversion, neuroticism and openness. A review of the Big Five model 

can be found in John and Srivastava (1999). 

 As explained earlier, relatively little work has examined how personality might affect 

the impact of retiring on an individual’s well-being. A notable exception is Robinson et al. 

(2010) who showed that only three of the Big Five personality traits, agreeableness, 

conscientiousness and low neuroticism, are positively associated with life satisfaction in 

retirement. Based on this study and the content of each personality trait, we can hypothesize 

what could be the specific role of each personality trait when individuals leave their 

work/retire, potentially providing a better understanding of how distinct subgroups of 

individuals react to the experience of retiring. 

 Conscientiousness describes the attribute of self-control, the desire for success, order 

and persistence. Previous studies have found that individuals high in conscientiousness tend 

to pay more attention to retirement preparations compared to typical individuals (Reis and 

Gold, 1993). We therefore expect that conscientiousness might positively mediate the link 

between retirement and well-being, a hypothesis that also appears to be consistent with earlier 

work suggesting that conscientiousness is associated with proactive motivation (Colquitt and 

Simmering, 1998). 

 Agreeableness reflects the quality of interpersonal relationships; while extraversion 

relates to the quantity and intensity of relationships (DeNeve and Cooper, 1998). Individuals 

scoring high on agreeableness and/or extraversion are more likely than typical individuals to 

enjoy a network of supportive relations at their workplace. On retiring, however, they may 

partly lose this network of coworkers and thereby suffer a drop in their well-being. At the 

same time, it is possible that individuals higher in agreeableness and/or extraversion, who 
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tend to be more sociable, likeable and outgoing, may be able to develop a wider and stronger 

network of supportive relationships after retiring (Reis and Gold, 1993; Robinson et al., 

2010). Since both positive and negative effects are possible, it is largely and empirical 

question to determine which effect is stronger. 

 Openness captures attributes like flexibility, creativity, curiosity and preference for 

novelty. Individuals who score high on openness may be more willing than typical 

individuals to try ‘new’ intellectual and other challenges, which could enhance their life 

satisfaction in retirement (Reis and Gold, 1993). On leaving work, however, individuals with 

high openness levels may have fewer opportunities for exposing themselves to work-related 

challenges, dampening any expectations about a possible mediating effect of openness on the 

impact of retirement on well-being.  

 Lastly, neuroticism is associated with characteristics like emotional instability and a 

proneness to anxiety. Past research has suggested that individuals who score high on 

neuroticism may not consistently prepare for their retirement (Reis and Gold, 1993). This 

leads us to hypothesize that neuroticism might negatively mediate the link between retirement 

and well-being. Consistent with this hypothesis, previous studies have found that highly 

neurotic individuals are more prone to making negative appraisals of their life situation, 

which could lead to lower well-being (e.g. Gunthert et al., 1999). 

 

3. Model and estimation 

Let       be subjective well-being (satisfaction with life overall, satisfaction with income or 

satisfaction with free time), where i denotes the set of individuals who are observed at 

different time-points, t. The linear fixed effects model is given by 

 

                                    (1) 

 

where    is an intercept,     is a vector of dummy variables indicating different pathways of 

leaving work for individual i at time t,     is a vector of predictor variables that vary over 

time, and    is a vector of predictor variables that do not vary over time. To obtain a detailed 

assessment of the link between retirement and subjective well-being, we avoid modeling 

retirement using a dummy on “self-reported retirement status” or “being out of the labor 

force”. Instead we rely on a retirement measure that accounts for the different pathways an 

individual might leave his/her work. 
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 There are two “error terms” in equation (1), the person-specific error   , and the 

idiosyncratic error    . The person-specific error varies only across individuals and captures 

the combined effect on       of all unobserved variables that are time-invariant and are 

known as “fixed effects”. The idiosyncratic error can differ among individuals as well as 

time-points and represents random variation (which may be due to unmeasured variables) at 

each point in time. 

 Existing empirical studies typically assume that an individual’s personality is a 

component of the person-specific error,    (e.g. Frijters et al., 2004; Latif, 2011; Bonsang and 

Klein, 2012). But when personality is a “fixed effect” it is no longer possible to obtain 

estimates for the independent effects of an individual’s personality characteristics on his/her 

well-being. To test our hypothesis that the well-being effect of retirement is heterogeneous 

across individuals and might depend upon personality, we modify the fixed effects model in 

equation (1) by including interactions between the  pathways of leaving work,    , and 

personality characteristics. Our fixed effects model therefore becomes 

 

                                         (2) 

 

where    is the vector of personality characteristics. Note that unobserved heterogeneity can 

include more factors than just the individual’s personality. Thus, the fixed effects estimator is 

likely the correct choice even when personality variables are available. Using the fixed 

effects estimator has the additional advantage of controlling for cohort heterogeneity that has 

been highlighted by previous work (e.g. Jürges, 2003). 

 Within the model given by equation (2), our parameters of interest are in the vector  , 

on the pathways of leaving work, as well as in the vector  , on the interaction terms between 

personality and pathways of leaving work. Finding any or all of the coefficient estimates 

within these vectors are statistically significant would provide evidence that the well-being 

effect of retirement is heterogeneous across individuals. 

 

4. Data 

Our data source is the British Household Panel Survey (BHPS). The BHPS, which was 

collected during the period 1991 to 2008, is a longitudinal household survey representative of 

the population that resides in the United Kingdom. Our sample consists of individuals aged 

between 50 and 75 years old at the time of the interviews who were working in 2005 but 
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might have left work/retired during the subsequent years from 2006 to 2008. Participants 

completed every year socio-economic measures and measures related to satisfaction with 

different domains of their life, while personality measures were completed only in year 2005.  

 The main analysis of the paper will be conducted on the information from 2005 to 

2008. Starting with an unbalanced panel of 8,649 observations, we eliminated respondents 

who did not answer all questions required for our analysis. This process of constructing our 

data set resulted in 2,024 (unique) individuals and 7,392 observations.
1
 

 

4.1 Satisfaction with life and other domains 

In the BHPS, respondents are asked to evaluate satisfaction with 8 different domains of their 

life, and satisfaction with their life overall. The question on satisfaction with overall life has 

been placed strategically in the questionnaire after respondents have first evaluated how 

satisfied they are with the other 8 areas of their lives. Answers are coded on a scale of 1 to 7, 

where 1 means “not satisfied at all” and 7 means “completely satisfied” (see Appendix B for 

more details).  

 Because retirement is usually accompanied by large changes in income and leisure, 

we use satisfaction with income and the amount of free time (leisure) as two of our dependent 

variables in estimating equations (1) and (2). We also use overall life satisfaction as a 

dependent variable to reveal how personality affects overall satisfaction after retirement.  As 

is common in the well-being literature, we treat the responses as cardinal.
2
 To aid the 

interpretation of our results, we standardized the satisfaction scores across our subsample so 

that the mean is zero and variance is one. 

 

4.2 Pathways of leaving work 

We define whether an individual is working or not using the BHPS job status questionnaire. 

An individual who is currently engaged either in paid work or self-employed is defined as 

“working”. We also define four pathways of leaving work: (i) early retirement, (ii) mandatory 

retirement, (iii) ‘forced’ retirement for reasons related to family care, illness or disability, and 

                                                           
1
 We tested to see if the dropped observations due to missing values (1,257 observations) differed from those 

used in the analysis.  At a p-value < 0.01 most key variables, i.e. age, health related status, household income, 

and all of the Big Five did not differ between the two groups. The dropped group, however, had a statistically 

higher proportion of male respondents, and these respondents reported higher overall life, income and leisure 

satisfaction. 

 
2
 Treating Likert responses as ordinal or cardinal when used as the dependent variable in regressions does not 

lead to important differences in the conclusions (Ferrer-i-Carbonell and Frijters, 2004; Boyce and Wood, 2011b; 

Latif, 2011). 



10 

 

(iv) unemployment. 
3
 These respondents did not intend to go back to the labor market, since 

they reported that they were not looking for work over the last 4 weeks. Accordingly, 726 

observations (242 unique individuals) in our sample are categorized as non-working 

respondents among which 24.7% reported early retirement, 58.56% mandatory retirement, 

13.2% ‘forced’ retirement, and 3.6% unemployment. 

 

4.3 Personality measures 

 Personality measures were obtained in year 2005 by using a 15-item inventory (see 

Appendix A). Each personality dimension is captured by the answers to 3 questions, and 

answers are coded on a scale of 1 to 7, where 1 means “does not apply to me at all” and 7 

means “applies to me perfectly”. The possible value range for each trait’s total score is from 

3 to 21. To aid the interpretation of our results, we standardized personality scores across our 

subsample so that the mean is zero and variance is one. The Cronbach   reliabilities across 

the entire BHPS sample in 2005 were 0.53 (agreeableness), 0.52 (conscientiousness), 0.54 

(extraversion), 0.68 (neuroticism) and 0.67 (openness). Note that in the German Socio-

Economic Panel Survey (GSOEP) which also collected personality measures, the values of 

the   reliabilities were between 0.50 and 0.66 (Soto and Luhmann, 2013). Although these 

numbers are not impressive, as also noted by other authors who used the same data set (e.g. 

Tavares, 2010), this may be the case partly because the BHPS, like the GSOEP, uses a shorter 

version of the Big Five inventory (John et al., 1991). Previous research by Gerlitz and Schupp 

(2005) shows that these brief scales of the Big Five inventory demonstrate both strong 

internal coherence and satisfactory reliability, while Gosling et al. (2003) provide empirical 

evidence supporting the use of a concise inventory for assessing personality.  

 Since previous work has shown that retirement may change personality (Roberts et 

al., 2005; Löckenhoff et al., 2009), using pre-retirement personality as suggested by Bowles 

et al. (2001) and Boyce and Wood (2011a) could avoid potential endogeneity. Hence, a more 

relevant question becomes how pre-retirement personality affects how an individual copes 

with retirement. Accordingly, we limit our sample to only individuals who were working in 

2005. The pre-retirement personality traits measured in 2005 (the only year providing data on 

personality traits in the BHPS) are free from the influence of retirement.
4
 These individuals in 

                                                           
3
 As in Terza et al. (2008, footnote 9) we cannot reject a null hypothesis that early retired is exogenous in our 

model. A Wald test of the coefficient on the variable “residual” had a chi-square(1)=1.58 with a p-value in 

excess of 0.2. 
4
 It might be wondered whether personality affects the decision of individuals to leave work. We examined this 

possibility by estimating a logit model using random effects, so that personality variables can be included as 
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our subsample may (or may not) leave their work/retire in the subsequent time-points in 

2006, 2007 and 2008.
5
 In that way, we can measure the impact of (pre-retirement) personality 

on overall life, income, and leisure satisfaction for all subsequent years. 

 

4.4 Other explanatory variables 

Our analysis controls for the potentially confounding effects of socio-economic variables that 

may be correlated with the different pathways of leaving work and personality while, at the 

same time, influencing satisfaction with overall life and domains of life. Table 1 presents a 

full description of these variables, and Table 2 provides (non-standardized) descriptive 

statistics. 

 

5. Results 

5.1 Preliminary results 

The results from Table 3 suggest that early retirement has a positive impact on satisfaction 

with overall life and satisfaction with one’s time spent in leisure (at p-values < 0.01), while it 

has a negative, albeit statistically insignificant impact on income satisfaction. We also find 

that mandatory retirement is associated with lower income satisfaction but higher leisure 

satisfaction (both estimates have p-values < 0.01); thus overall life satisfaction remains 

unaffected. For individuals who confront leaving their work for reasons related to disability, 

illness or family care, as well as those who become unemployed, we find that they report 

significantly lower satisfaction with their overall life and income. 

 These findings are important for at least two reasons. First, they provide new evidence 

suggesting that the well-being effects of retirement differ substantially across individuals. 

The differential effects of retirement, as our analysis indicates, may depend on the pathways 

of leaving work as well as specific areas of an individual’s life.  

 Second, the findings in Table 3 are important because they highlight a potential pitfall 

in the way retirement is typically defined in published work. Two common definitions are 

“self-reported retirement” or “being out of the paid labor force” (e.g. Lazear, 1986). Clearly 

both definitions would include older individuals who may leave their work through different 

                                                                                                                                                                                     
independent predictors. When personality variables were the only predictors, we found that the coefficient for 

agreeableness and openness was significant at the 5% level. When the other predictors in our main analysis were 

included in the logit model, we did not find any evidence that personality influences the probability of leaving 

work. 

 
5
 Among all 7,392 observations in our dataset, 9.8% are defined as not working and 90.2% are defined as 

working. 
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pathways. In this paper we aim not only to provide a better understanding of how different 

pathways of leaving work might affect an individual’s well-being, but also offer a way to 

empirically examine whether ‘aggregate’ definitions of retirement could be valuable sources 

of information for the actual effects of retirement. Our analysis provides evidence in support 

of substantial individual heterogeneity. Thus failing to account for different pathways of 

leaving work/retiring may provide an incomplete picture; this could misguide public policies 

and potentially favor specific subgroups of individuals at the expense of others. 

 

5.2 Testing for retirement-personality interactions 

We now test whether personality mediates the impact of retiring on an individual’s well-

being. To do this, we keep the distinction among different pathways of leaving work, since 

our earlier analysis showed that such distinction might be important. Considering the model 

given by equation (2), our parameters of interest are in the vector  , on the interaction terms 

between personality and different pathways of leaving work. Finding any or all of the 

parameter estimates within this vector are statistically significant would provide evidence in 

support of the presence of interactions between personality and pathways of leaving 

work/retiring. 

 The estimates reported in Table 4 provide evidence to support our hypothesis. 

Consistent with our earlier results in Table 3, the direct effects of the different pathways of 

leaving work continue in this specification. Focusing next on the results for agreeableness, 

we find a negative coefficient on the interaction between mandatory retirement and 

agreeableness regarding satisfaction with overall life and satisfaction with leisure. It is useful 

to explain how these results can be interpreted precisely. Since the personality and 

satisfaction variables have been standardized, on hitting mandatory retirement, a typical 

individual is estimated to experience an increase in satisfaction with his/her leisure time by 

0.498 standard deviations. However, for an individual with high levels of agreeableness (i.e. 

one standard deviation above the mean), mandatory retirement is estimated to increase leisure 

satisfaction only by 0.338 (=0.498-0.160) standard deviations, less than for typical 

individuals.  

This is a sizeable effect; it implies that mandatory retirement has a smaller positive 

impact by up to 32% (0.160/0.498) for highly agreeable individuals compared to typical 

individuals. For life satisfaction, however, the direct effect of mandatory retirement is not 

statistically significant, suggesting that highly agreeable individuals who hit mandatory 

retirement are penalized by 0.131 standard deviations relative to working individuals. 
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 We also find that individuals high in conscientiousness who hit mandatory retirement 

are rewarded with 0.132 standard deviations increase in leisure satisfaction relative to those 

with average conscientiousness levels. In addition, highly conscientious individuals who 

become unemployed receive a reward in life satisfaction of 0.526 standard deviations 

compared to typical individuals; this effect is large implying a 94% (=0.526/0.557) difference 

between highly conscientious and typical individuals. 

 While agreeableness and conscientiousness seem to mainly affect individuals who hit 

mandatory retirement, extraversion appears to penalize those who decide to retire early, an 

impact consistent across life domains. Perhaps most important, we find that individuals high 

in extraversion confront a life satisfaction penalty of 0.188 standard deviations, a result 

suggesting a difference of about 104% (=0.188/0.181) relative to typical individuals. By 

contrast, individuals high in extraversion who are ‘forced’ to retire are rewarded with a 0.257 

standard deviations increase in leisure satisfaction relative to working individuals. 

 The results from Table 4 further suggest that neuroticism significantly increases 

income satisfaction. This effect is also large and suggests a difference of about 113% 

(0.479/0.423) between typical and highly neurotic individuals. Finally, individuals high in 

openness who hit mandatory retirement confront an income satisfaction penalty of 0.124 

standard deviations; a difference of about 50% (=0.124/0.248) compared to individuals with 

average openness levels. 

    

6. Robustness and limitations 

Although we cannot reject a null hypothesis that early retirement is an exogenous variable in 

our model (see footnote 3), as a robustness check, we re-conducted our analysis by dropping 

those individuals who retire early. The estimated coefficients of equation (2) in Table 5 show 

that our results remain the same, thus lending further support for our earlier empirical 

strategy.  

 We conducted an additional robustness check by considering a more narrowly focused 

definition of retirement. Defining only individuals who hit mandatory retirement as our 

retired group, we included as additional controls dummy variables that are equal to 1 if an 

individual is unemployed, disabled or takes care of his/her family. Given this new 

specification, the control group expands to include not only individuals who are working, but 

also those who are unemployed, disabled and family care-givers. Table 6 confirms our earlier 

findings; the direct impact of mandatory retirement on satisfaction with income and overall 

life keeps its magnitude and significance; and all personality interactions follow the same 
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pattern. These results suggest that accounting for the different pathways of leaving work may 

provide a more refined approach for understanding the well-being effects of retirement.  

 The current study is not without shortcomings. One particular limitation relates to the 

fact that personality measures in the BHPS were obtained only in year 2005. While having 

data on personality for one wave still allows us to address potential endogeneity by using pre-

retirement personality, it does not account for any change in personality that might have 

occurred simultaneously with retirement. Another limitation stems from the fact that the 

BHPS, like the GSOEP, uses a shorter version of the Big Five inventory on personality. 

Although Gerlitz and Schupp (2005) showed that these brief scales demonstrated both strong 

internal coherence and satisfactory reliability, the use of a more detailed questionnaire for 

assessing personality would help increasing the amount of information related to each 

personality trait. 

  

7. Conclusion 

Empirical work in economics often makes the implicit assumption that the well-being effect 

of retirement is uniform across an entire population. Drawing data from the BHPS, this paper 

provides some of the first longitudinal evidence on how different pathways of leaving work 

affect an individual’s well-being, and whether personality traits augment or mitigate the well-

being effects of retirement.  

 While the study of individual heterogeneity in retirement is very much in its infancy, 

the findings of this paper provide evidence in support of two conclusions. First, in 

understanding the well-being effect of retirement, it may also important to consider people’s 

specific pathways of leaving work. For instance, we found that individuals who hit 

mandatory retirement are penalized (relative to typical individuals) for being highly 

agreeable. However, we did not find such evidence of heterogeneity between highly 

agreeable and typical individuals for any of the other pathways of leaving work. This finding 

suggests that using ‘aggregate’ definitions of retirement that combine all different pathways 

of leaving work, as often done by earlier studies, may provide an incomplete picture that 

could misguide public policies. Thus, future empirical work in this area should consider 

adopting more refined retirement measures, a potentially valuable source of further insights 

into the heterogeneous effects related to retirement. 

Second, the well-being effect of retirement is irreducibly heterogeneous. Early and 

mandatory retirement tend to promote life satisfaction, a result that is also consistent with 

continuity theory. However, the opposite impact reveals when one becomes unemployed or 
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else is ‘forced’ to leave his/her work for reasons related to health or family care. For some 

cases, it was also shown that the strength of these effects depends upon specific personality 

characteristics. We may conclude that an individual’s pathway of leaving work coupled with 

his/her personality traits might play an important role for the impact of retiring on well-being. 

 Complementing previous work in economics and psychology, these findings may be 

useful in informing policy choices for older individuals and in their own planning. 

Individuals who are forced to retire, for instance, may benefit from specific interventions 

aiming to alleviate lower satisfaction related to this sudden life change, as also noted by Reis 

and Gold (1993). Similar types of intervention may also benefit individuals scoring high on 

agreeableness who hit mandatory retirement as well as those with high extraversion levels 

who decide to retire early. In highlighting these differences among older individuals, we aim 

to encourage new research that could further our understanding of individual heterogeneity in 

retirement. Replicating the aforementioned findings for different countries and/or subgroups 

of individuals (e.g. by gender or job type) could be another valuable source of information for 

use in retirement preparation courses.  
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Table 1: Description of variables 

Variable Definition 

Life Satisfaction   

  
lfsatoSD Standardized score for self reported measure of how satisfied the individual 

is with his/her overall life. 

  
lfsat2SD Standardized score for self reported measure of how satisfied the individual 

is with his/her household income. 

  
lfsat7SD Standardized score for self reported measure of how satisfied the individual 

is with the amount of leisure he/she has. 

Pathways of leaving work:  

earlyretired Dummy, 1 if the individual, who is younger than the state pension age (60 

for females and 65 for males), reported he/she is retired and had not been 

looking for work during the last 4 weeks. 

mandatory Dummy, 1 if the individual, who is at the state pension age or older (60 for 

females and 65 for males), reported he/she is retired and had not been 

looking for work during the last 4 weeks. 

forced2retired Dummy, 1 if the individual said he/she is taking care of family, being ill or 

disabled and had not been looking for work during the last 4 weeks. 

unemployed Dummy, 1 if the individual said he/she is unemployed and had not been 

looking for work during the last 4 weeks.   

male Dummy, 1 if the individual is male. 

HHIncomeSD Standardized value of the real yearly household income (thousands of 

pounds) in which the individual resides (inflation adjusted with 2008 as the 

base year). 

age Individual’s age at the end of the year. 

ageSQ/100 Square of the individual’s age at the end of the year divided by 100. 

outpatient Dummy, 1 if the individual had seen doctor or visited hospital as outpatient. 

inpatient Dummy, 1 if the individual had stayed in hospital as inpatient. 

selfemp Dummy, 1 if the individual is self-employed. 

Kid Dummy, 1 if the individual has children living in the household. 

Marital status variable 4 dummies (excluded dummy: married and living as a couple) 

  nevermarried =1 if never been married. 

  separated =1 if separated. 

  divorced =1 if divorced. 

AtleastAlevel Dummy, 1 if the individual’s highest education level is A-level or higher. 

Personality traits   

  agreeSD Standardized score for agreeableness. 

  consSD Standardized score for conscientiousness. 

  extraSD Standardized score for extraversion. 

  neuroSD Standardized score for neuroticism. 

  
openSD Standardized score for openness to new experiences. 

 

Regional dummies 11 dummies for the area where the individual was living (excluded dummy: 

London): North East, North West, Yorkshire & Humber, East midlands, 

West Midlands, East of England, South East, South West, Wales, Scotland, 

Northern Ireland. 

 

Time dummies 4 dummies for time (excluded dummy: wave 15 (2005)):  wave 16 (2006) 

wave 17 (2007), wave 18 (2008). 
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Table 2.1 Summary statistics (non-standardized) 

Variable Obs Mean Std. Dev. Min Max

lfsato 7,392       5.350 1.115 1 7

lfsat2 7,392       4.782 1.419 1 7

lfsat7 7,392       4.834 1.474 1 7

mandatory 7,392       0.057 0.233 0 1

earlyretired 7,392       0.024 0.154 0 1

forced2retired 7,392       0.013 0.113 0 1

unemployed 7,392       0.004 0.059 0 1

male 7,392       0.542 0.498 0 1

age 7,392       58.009 4.979 50 75

HHIncome 7,392       42.083 27.447 0.001 382.319

Kid 7,392       0.093 0.290 0 1

selfemp 7,392       0.158 0.365 0 1

nevermarried 7,392       0.049 0.216 0 1

separated 7,392       0.034 0.181 0 1

divorced 7,392       0.084 0.277 0 1

AtleastAlevel 7,392       0.425 0.494 0 1

HealthProb 7,392       0.657 0.475 0 1

outpatient 7,392       0.733 0.442 0 1

inpatient 7,392       0.468 4.331 0 180

agreeableness 7,392       16.408 2.935 3 21

conscientiousness 7,392       16.534 3.007 3 21

extraversion 7,392       13.125 3.447 3 21

neuroticism 7,392       10.348 3.802 3 21

openness 7,392       13.409 3.637 3 21  

 

Table 2.2 Percentage of each pathway of leaving work  

pathways percentage 

early retired 24.7%

mandatory retired 58.5%

forced to retired 13.2%

unemployed 3.6%

Total (726 observations) 100.0%   
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Table 3: Estimates of equation (1) using fixed effects 

 (1) (2) (3) 

    

VARIABLES lfsatoSD lfsat2SD lfsat7SD 

    

earlyretired 0.169** -0.0622 0.552*** 

 (0.0778) (0.0713) (0.0930) 

mandatory 0.00938 -0.239*** 0.445*** 

 (0.0587) (0.0525) (0.0631) 

forced2retired -0.377*** -0.536*** 0.0668 

 (0.135) (0.126) (0.141) 

unemployed -0.517*** -0.424*** 0.249 

 (0.190) (0.152) (0.204) 

    

Constant 1.861 3.132 -3.435 

 (2.739) (2.756) (2.725) 

    

Observations 7,392 7,392 7,392 

R-squared 0.022 0.030 0.084 

Number of pid 2,024 2,024 2,024 

    
 

Note:* **<1%; **<5%; *<10%. Robust standard errors are in parentheses. The dependent variable is the standardized satisfaction with a 

mean of 0 and a standard deviation of 1. Age, age squared/100, standardized household size, standardized household income, marital status, 

education levels, having children in the household, being inpatient, being outpatient, time and demographic areas were additionally 

controlled for in each of the regressions. 
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Table 4: Estimates of equation (2) using fixed effects  

 (1) (2) (3) 

VARIABLES lfsatoSD lfsat2SD lfsat7SD 

earlyretired 0.181** -0.0544 0.543*** 

 (0.0791) (0.0675) (0.0928) 

mandatory 0.0536 -0.248*** 0.498*** 

 (0.0584) (0.0544) (0.0665) 

forced2retired -0.375** -0.633*** -0.0335 

 (0.150) (0.133) (0.138) 

unemployed -0.557*** -0.423*** 0.231 

 (0.178) (0.147) (0.278) 

Agreeableness interactions    

earlyretiredXagreeSD -0.103 -0.0989 0.136 

 (0.0984) (0.0793) (0.107) 

mandatoryXagreeSD -0.131** -0.0659 -0.160** 

 (0.0604) (0.0636) (0.0639) 

forced2retiredXagreeSD -0.355 -0.157 -0.0154 

 (0.216) (0.151) (0.171) 

unemployedXagreeSD -0.149 0.171 -0.0886 

 (0.141) (0.143) (0.229) 

Conscientiousness interactions    

earlyretiredXconsSD 0.0187 0.0183 -0.114 

 (0.0935) (0.0715) (0.0964) 

mandatoryXconsSD 0.0588 0.0611 0.132** 

 (0.0600) (0.0572) (0.0650) 

forced2retiredXconsSD 0.141 0.169 0.0885 

 (0.202) (0.148) (0.175) 

unemployedXconsSD 0.526*** 0.302* 0.256 

 (0.196) (0.172) (0.365) 

Extraversion interactions    

earlyretiredXextraSD -0.188** -0.226*** -0.156* 

 (0.0792) (0.0814) (0.0807) 

mandatoryXextraSD -0.0753 0.0537 -0.0738 

 (0.0646) (0.0515) (0.0579) 

forced2retiredXextraSD 0.0294 0.0399 0.257** 

 (0.134) (0.113) (0.124) 

unemployedXextraSD -0.141 0.0151 -0.168 

 (0.129) (0.130) (0.122) 

Neuroticism interactions    

earlyretiredXneuroSD 0.0724 0.0196 -0.00280 

 (0.0896) (0.0750) (0.0839) 

mandatoryXneuroSD 0.0506 -0.00295 0.0651 

 (0.0578) (0.0553) (0.0595) 

forced2retiredXneuroSD 0.0911 0.238* 0.259 

 (0.141) (0.125) (0.157) 

unemployedXneuroSD -0.0245 0.479*** -0.160 

 (0.247) (0.177) (0.225) 

Openness interactions    

earlyretiredXopenSD 0.0151 0.0833 -0.0810 

 (0.0782) (0.0744) (0.0942) 

mandatoryXopenSD 0.0840 -0.124** 0.0604 

 (0.0557) (0.0586) (0.0558) 

forced2retiredXopenSD -0.0833 -0.108 -0.227 

 (0.189) (0.128) (0.198) 

unemployedXopenSD 0.164 -0.0183 0.299 

 (0.184) (0.125) (0.188) 

 

 

 

   



24 

 

Constant 1.370 3.209 -3.608 

 (2.747) (2.783) (2.750) 

 

Observations 7,392 7,392 7,392 

R-squared 0.034 0.037 0.094 

Number of pid 2,024 2,024 2,024 

    
 

Note:* **<1%; **<5%; *<10%. Robust standard errors are in parentheses. The dependent variable is the standardized satisfaction with a 
mean of 0 and a standard deviation of 1. Age, age squared/100, standardized household size, standardized household income, marital status, 

education levels, having children in the household, being inpatient, being outpatient, time and demographic areas were additionally 

controlled for in each of the regressions.  
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Table 5: Estimates of equation (2) using fixed effects and excluding individuals who are early 

retired 
 

 (1) (2) (3) 

VARIABLES lfsatoSD lfsat2SD lfsat7SD 

    

mandatory 0.0549 -0.229*** 0.491*** 

 (0.0588) (0.0544) (0.0676) 

forced2retired -0.441*** -0.619*** -0.0512 

 (0.164) (0.131) (0.138) 

unemployed -0.578*** -0.415*** 0.239 

 (0.178) (0.143) (0.270) 

Agreeable interactions    

mandatoryXagreeSD -0.119* -0.0567 -0.172*** 

 (0.0617) (0.0638) (0.0666) 

forced2retiredXagreeSD -0.336 -0.187 -0.0148 

 (0.238) (0.150) (0.174) 

unemployedXagreeSD -0.0971 0.167 -0.0562 

 (0.145) (0.139) (0.235) 

Conscientiousness interactions    

mandatoryXconsSD 0.0492 0.0459 0.137** 

 (0.0624) (0.0580) (0.0680) 

forced2retiredXconsSD 0.214 0.163 0.0939 

 (0.238) (0.149) (0.184) 

unemployedXconsSD 0.507** 0.300* 0.182 

 (0.198) (0.165) (0.327) 

Extraversion interactions    

mandatoryXextraSD -0.0723 0.0501 -0.0680 

 (0.0647) (0.0504) (0.0589) 

forced2retiredXextraSD 0.0272 0.0114 0.281** 

 (0.140) (0.112) (0.133) 

unemployedXextraSD -0.106 0.0891 -0.186 

 (0.120) (0.114) (0.130) 

Neuroticism interactions    

mandatoryXneuroSD 0.0595 -0.0174 0.0794 

 (0.0579) (0.0551) (0.0607) 

forced2retiredXneuroSD 0.178 0.257** 0.272* 

 (0.163) (0.125) (0.159) 

unemployedXneuroSD 0.0221 0.554*** -0.189 

 (0.230) (0.161) (0.236) 

Openness interactions    

mandatoryXopenSD 0.0814 -0.125** 0.0591 

 (0.0562) (0.0585) (0.0567) 

forced2retiredXopenSD -0.0572 -0.0645 -0.248 

 (0.197) (0.126) (0.207) 

unemployedXopenSD 0.161 -0.0320 0.299 

 (0.177) (0.113) (0.207) 

    

Constant 1.465 2.219 -3.187 

 (2.784) (2.788) (2.789) 

Observations 7,213 7,213 7,213 

R-squared 0.032 0.034 0.080 

Number of pid 2,024 2,024 2,024 
 
Note:* **<1%; **<5%; *<10%. Robust standard errors are in parentheses. The dependent variable is the standardized satisfaction with a 

mean of 0 and a standard deviation of 1. Age, age squared/100, standardized household size, standardized household income, marital status, 

education levels, having children in the household, being inpatient, being outpatient, time and demographic areas were additionally 
controlled for in each of the regressions. 
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Table 6: Estimates of equation (2) using fixed effects with mandatory retirees defined as our 

retired group (base group includes working individuals, unemployed individuals, disabled 

individuals and family care givers, excluding early retired individuals).  

 
 (1) (2) (3) 

 FEOverall_B5_R3 FEIncome_B5_R3 FELeisure_B5_R3 

VARIABLES lfsatoSD lfsat2SD lfsat7SD 

    

mandatory 0.0784 -0.212*** 0.508*** 

 (0.0565) (0.0519) (0.0653) 

mandatoryXagreeSD -0.119* -0.0576 -0.166** 

 (0.0611) (0.0629) (0.0673) 

mandatoryXextraSD -0.0658 0.0573 -0.0695 

 (0.0642) (0.0498) (0.0592) 

mandatoryXneuroSD 0.0524 -0.0231 0.0716 

 (0.0578) (0.0546) (0.0607) 

mandatoryXopenSD 0.0804 -0.124** 0.0562 

 (0.0559) (0.0580) (0.0572) 

mandatoryXconsSD 0.0480 0.0459 0.135** 

 (0.0624) (0.0578) (0.0681) 

unemp -0.349** -0.590*** 0.286** 

 (0.138) (0.120) (0.132) 

disabled -0.501** -0.739*** -0.176 

 (0.218) (0.149) (0.175) 

familycare -0.136 -0.246 0.397* 

 (0.119) (0.190) (0.205) 

    

Constant -2.761*** -2.128*** -5.482*** 

 (0.508) (0.544) (0.516) 

    

Observations 7,238 7,267 7,254 

R-squared 0.023 0.035 0.075 

Number of pid 2,025 2,026 2,025 
 
Note:* **<1%; **<5%; *<10%. Robust standard errors are in parentheses. The dependent variable is the standardized satisfaction with a 

mean of 0 and a standard deviation of 1. Age, age squared/100, standardized household size, standardized household income, marital status, 

education levels, having children in the household, being inpatient, being outpatient, time and demographic areas were additionally 
controlled for in each of the regressions. 
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Appendix A 

Personality variables 

 

In year 2005 (wave 15) of the BHPS, respondents were asked to rate how they see 

themselves against a 15-item personality inventory. Answers are coded on a scale of 1 to 7, 

where 1 means “does not apply” and 7 means “applies perfectly”.  The questions are as 

follows:  

 

“I see myself as someone who . . .” 

a) Is sometimes rude to others   (Agreeableness) 

b)  Does a thorough job    (Conscientiousness)  

c) Is talkative     (Extraversion) 

d) Worries a lot     (Neuroticism) 

e) Is original, comes up with new ideas  (Openness) 

f) Has a forgiving nature   (Agreeableness) 

g) Tends to be lazy    (Conscientiousness) 

h) Is outgoing, sociable    (Extraversion) 

i) Gets nervous easily    (Neuroticism) 

j) Values artistic, aesthetic experiences  (Openness) 

k) Is considerate and kind to almost everyone (Agreeableness) 

l) Does things efficiently               (Conscientiousness) 

m) Is reserved     (Extraversion) 

n) Is relaxed, handles stress well  (Neuroticism) 

o) Has an active imagination   (Openness) 

 

 Our paper computes a total score for each personality trait (the reversed scores are 

used for questions a, g, m and n). The possible value range for each personality trait’s total 

score is from 3 to 21. Then, the standardized scores are calculated for the whole subsample of 

respondents. 
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Appendix B 

Life Satisfaction Questions 

 

...Please tick the number which you feel best describes how dissatisfied or satisfied you are 

with the following aspects of your current situation. 

1. Your health 

2. Your income of your household 

3. Your flat/house 

4. Your  husband/ wife/ partner 

5. Your job (if in employment) 

6. Your social life 

7. The amount of leisure time you have 

8. The wav you spend your leisure time 

9. Your life overall 

 

 The possible value range for each satisfaction domain is from 1 to 7. Then, the 

standardized scores are calculated for each domain of interest for our subsample of 

respondents. 
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Appendix C 

Hypothesis of Personality Effects on Well-being among Retirees and Our Findings 

 

 

Personality  

 

Hypothesis in 

Psychology 

 

Our Findings 

Overall life 

satisfaction 
Income satisfaction Leisure satisfaction 

 

Agreeableness 

 

(+) or (-) 

 

(-) among mandatory 

retirees 

 

  

(-) among 

mandatory retirees 

Conscientiousness (+) (+) among 

mandatory retirees 

 

(+) among 

unemployed 

 

 (+) among 

mandatory retirees 

Extraversion (+) or (-) (-) among early 

retirees 

 (-) among early 

retirees 

 

(+) among those 

‘forced’ to retire 

 

Neuroticism (-)  (+) among 

unemployed 

 

 

Openness (+) or (-)  (-) among 

mandatory retirees 
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