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Abstract 

This study explores the factors that affect an individual’s happiness while 

transitioning into retirement.  Recent studies highlight gradual retirement as an attractive 

option to older workers as they approach full retirement.  However, it is not clear whether 

phasing or cold turkey makes for a happier retirement.  Using longitudinal data from the 

Health and Retirement Study, this study explores what shapes the change in happiness 

between the last wave of full employment and the first wave of full retirement. Results 

suggest that what really matters is not the type of transition (gradual retirement or cold 

turkey), but whether people perceive the transition as chosen or forced. 
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Introduction 

Workers approaching retirement often say they want to retire gradually, rather 

than going straight from full-time employment to complete retirement.  Some surveys 

report that more than half of all older workers prefer to exit the labor force this way.1  

This is understandable.  These workers have spent thirty or more years in the labor force, 

and retirement represents a sharp social, psychological, and economic break with life as 

they know it.  So it is not surprising that workers prefer to negotiate the transition in 

stages. A smooth transition allows older workers to continue daily activities similar to 

those performed in middle-age.  In this sense, gradual retirement appears to be helpful in 

maintaining meaning and a sense of purpose in life, as well as adapting to aging.2 

Gradual retirement also could enhance opportunities to remain active and socially 

engaged.  Evidence suggests that remaining active and socially engaged has a strong 

positive impact on health and well-being in retirement.3 

Many policymakers also view gradual retirement favorably, as a way workers can 

extend their careers and thereby improve retirement income security. 4  One out of three 

workers age 55 and over say they would stay in the labor force longer if they could cut 

back their hours.5  And two out of three workers age 50 to 70 say they plan to work in 

“retirement.”6 To accommodate worker preferences, to facilitate more successful 

transitions into retirement, and to improve retirement income security, expanding 

opportunities for gradual or “phased” retirement has gained a prominent place on the 

policy agenda.7  

It is not clear, however, that retirees are indeed better-off if they retire gradually 

as opposed to cold turkey.  Workers who want to retire gradually are not basing their 

                                                 
1 See Hutchens (2007) and US General Accounting Office (2001). 
2 Atchley (1999); Rowe and Kahn (1998). 
3 Brummett et al. (2001); Cohen (2004); Erickson, Erikson and Kivnick (1986); Everard, Lach, Fisher and 
Baum (2000); Siegrist, Von dem Knesebeck and Pollack (2004).  
4 It is uncertain whether this does in fact happen in general.  While some individuals may work longer than 
they would otherwise with gradual retirement, others end their full-time employment earlier when given the 
option to decrease hours.  See Gustman and Steinmeier (2007). 
5 Watson Wyatt (2004). 
6 Brown (2003). 
7 The term “phased retirement” is sometimes limited to full-time workers reducing their hours in their 
current job. For example, see Hutchens and Papps (2005) and Hutchens (2007).  Our focus here is the 
broader concept of retirement in stages, not necessarily with the same employer.  
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preference on their own personal experience. They have not retired both ways—cold-

turkey and in stages—and conclude that that they are happier in retirement after a gradual 

transition.8  

Our study seeks to learn whether individuals are indeed better off if their 

transition out of the labor force is gradual as opposed to abrupt.  We use happiness as the 

yardstick for evaluating the work-retirement transition.  Happiness has an important 

advantage over other yardsticks, as it measures realized quality of life.  Other criteria, 

such as income, wealth, social status, or health, measure potential quality of life.9  Our 

study thus asks whether retirees who exited the labor force gradually are “happier” than 

those who left cold-turkey.  By happiness we mean the individual’s general experience of 

different kind of feelings. Some feelings we experience are pleasurable, such as 

enjoyment of life. Others, such as sadness, are unpleasant.  Our study asks whether the 

type of transition from work to retirement affects the degree to which the various feelings 

a person experiences are generally pleasant or enjoyable.10    

This paper is organized as follows.  Section I reviews the literature on the pros 

and cons of gradual versus abrupt transitions to retirement and on factors that influence 

happiness in retirement. Section II describes the data, including the indicators used to 

measure happiness and gradual as opposed to abrupt retirement, the independent 

variables included in the model, and the study methodology. Section III reports summary 

statistics and regression results.  Section IV discusses the results and concludes.  

I. Literature Review 

A Gradual versus an Abrupt Transition 

The psychological literature generally supports a gradual work to retirement 

transition.  Retirement is a major life event, with strong psycho-social implications, and a 

gradual transition allows older individuals to continue daily activities similar to those 

performed in middle-age.11  This helps maintain a sense of identity and purpose in life, 

                                                 
8 Daniel Gilbert (2007) explains why individuals typically misestimate their future happiness. 
9 Di Tella and MacCulloch (2006); Frey and Stutzer (2002); Kahneman and Krueger (2006); Veenhoven 
(2000; 2002). 
10 There are many ways to defined happiness, and Appendix A, which is available upon request, provides a 
brief review of the various conceptions. 
11 Fouquereau, Fernández, Fonseca, Paul and Virpi (2005). 
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and keeps older individuals active and socially engaged.  Studies have shown that these 

effects have a positive impact on health, well-being, and adapting to aging.12  

On the other hand, psychologists also find that people are quite resilient.  

Happiness is very stable across the life span, with large shocks often having but a short-

term effect on our mood and sense of well-being.  Thus these authors argue that 

individuals have a normal baseline level of well-being that varies only moderately in 

response to current events.13  This perspective would suggest that the type of transition 

would not have a meaningful effect on happiness in retirement. 

Factors That Influence Happiness 

Researchers have found that most retirees are happy in retirement.  But they also 

find that the degree of satisfaction fluctuates substantially and is associated with various 

characteristics.14  A few studies also have attempted to measure the effect of continued 

work on happiness in retirement, which is similar to our concern for the effect of gradual 

as opposed to abrupt retirement.15 To identify the independent effect of gradual as 

opposed to abrupt transitions to retirement we will need to control for factors identified in 

the literature as affecting happiness in retirement.  

One factor that many studies find has a significant effect on happiness is 

individuals’ sense of control over their life. 16  In terms of the work-retirement transition, 

individuals who retired voluntarily are happier than those who were forced out of their 

job.17 

Social relationships are another area found to have an impact on happiness.18  For 

example, retirees who are married tend to be happier than those who are single.19 The 

                                                 
12 For health, see Brummett et al. (2001); Everard et al. (2000); Siegrist, Von dem Knesebeck and Pollack 
(2004).  For well-being, see Cohen (2004); Erickson, Erikson and Kivnick (1986).  For adapting to aging, 
see Atchley (1999); Rowe and Kahn (1998). 
13 For example, Costa, McCrae and Norris (1981). 
14 Panis (2003); Fouquereau  et al. (2005). 
15 For example, Calvo (2006) and Choi (2001). 
16 Batles and Batles (1986); Lachman and Weaver (1998); Reis, Sheldon, Gable, Roscoe and Ryan (2000); 
Rodin (1986); Sweeney, Anderson and Bailey (1986). See also literature reviews in DeNeve and Cooper 
(1998), and Kunzmann, Little and Smith (2002). 
17 Gall, Evans and Howard (1997); Fouquereau, Fernandez and Mullet (1999); Price (2005); Queiroz and 
Tom (2005); Szinovacz and Davey (2004); Szinovacz and Davey (2005)  
18 Chan and Lee (2006); Cheng and Chan (2006); Diener and Seligman (2004); Glass, De Leon, Bassuk and 
Berkman (2006); Vanderson and McLaren (2005). 
19 Bierman, Fazio and Milkie (2006); Demo and Acock (1996).  
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death of a spouse, relative, or close friend and divorce or separation all diminish 

happiness.20 Because of the age of individuals in this study, death of a spouse is a 

relevant factor that may affect their happiness when transitioning into retirement.  

Good health is positively associated with happiness, and health tends to decline as 

individuals age.21  Somewhat surprising, functional limitations, which lead to everyday 

hassles, are particularly troublesome.  They can reduce happiness more than dramatic 

events, as they limit the ability to perform valued roles and reduce sense of self-

efficacy.22   

Aging alone does not seem to have much of an effect on happiness. After 

controlling for the decline in health and the loss of social roles and loved ones that comes 

with aging, neither longitudinal nor cross-sectional studies find a substantial relationship 

between age and happiness in retirement.23 An extensive review of literature finds a slight 

decline in positive affects and a slight rise in negative affects as people age. But 

essentially all studies find the effects to be small.24 

Researchers find the effect of income and wealth on happiness somewhat mixed. 

Cross-sectional studies provide evidence of a positive relationship between wealth and 

happiness.  But researchers analyzing longitudinal data find the effect of income and 

wealth have on happiness is generally small, except around the poverty threshold.25  

However, the wealth of an individual approaching and entering retirement may have 

more of an impact on his happiness.  Another economic factor found to effect happiness 

in retirement is pension type.  Some recent research finds that retirees are happier with a 

defined-benefit pension as opposed to having a comparable amount of wealth in a 

retirement account.26  

                                                 
20 Dulin and Pachana (2005); Lucas, Clark, Georgellis and Diener (2003); Pinquart (2003) 
21 Atchley (1999); Brummett et al. (2001); Cohen (2004); Hilleras, Aguero-Torres and Winblad (2001); 
Hilleras, Jorm, Herlitz and Bengt (2001); Rohwedder (2006); Rowe and Kahn (1998).  
22 Dulin and Pachana (2005).  
23 Cheng (2004); Dulin and Pachana (2005); Jorm (2000); Kunzmann, Little and Smith (2000); Schieman, 
Van Gundy and Taylor (2002). 
24 Pinquart (2001). 
25 Arendt (2005); Campbell, Converse and Rodgers (1976); Diener and Biswas-Diener (2002); Diener and 
Seligman (2004); Easterlin (2001); Inglehart and Klingemann (2000); Michalos (1985); Saris (2001). See 
also literature review in Arthaud-day and Near (2005). 
26 Bender (2004) and Panis (2003). 



 7

II. Data and Methodology  

This study uses data from the Health and Retirement Study (HRS), a nationally 

representative, biennial, panel survey of older Americans and their spouses.27 The HRS 

began in 1992 and data are available through 2004. The initial HRS cohort was composed 

of 9,760 age-eligible individuals born between 1931 and 1941 who responded to the HRS 

in 1992.28   

The panel nature of the HRS is extremely valuable for a study on the effect of the 

work-retirement transition on happiness in retirement.  Most of the research on happiness 

in retirement cited above uses cross-sectional studies, which can raise serious concerns 

about the direction of causation.29 This study takes advantage of the longitudinal nature 

of the HRS to test whether the type of transition out of employment affects an 

individual’s happiness in retirement.  We do that by establishing a baseline level of 

happiness for each individual when they were employed.  We then compare that baseline 

to their happiness when retired.  By focusing on the change in happiness we get a far 

better measure of the effect of a gradual as opposed to abrupt transition into retirement.  

Happiness, the focus of our study, is a slippery concept that researchers define in 

many different ways. By happiness we mean the individual’s general experience of 

different kinds of feelings. Some feelings are pleasurable, such as enjoyment of life. 

Others, such as sadness, are unpleasant.30  To measure happiness we use five questions in 

the health section of the HRS questionnaire that ask respondents about pleasurable and 

unpleasant feelings.  These are yes-or-no questions, which the HRS asks of both working 

and retired respondents: “Now think about the past week and the feelings you have 

                                                 
27 Many variables used in this project are from the RAND version of the HRS.  Variables used that were 
not available in the RAND version were extracted from the raw datasets and merged with the RAND 
dataset. 
28 This cut was made using the “rahrsamp” variable (only observations with a value of 1) in the RAND 
version.  This corresponds to selecting age-eligible (born 1931-1941) individuals from households 
originally sampled for the HRS cohort. 
29 The problem in the attribution of causation is highlighted in a study by Charles (2004), which finds a 
cross-sectional correlation between retirement and feelings of loneliness and depression.  But is it 
retirement that causes these unhappy feelings?  The researchers find that unhappy workers, including those 
suffering a transitory negative shock, are more likely to retire than happy workers.  After controlling for 
this selection, they find that retirement reduces, rather than increases, feelings of loneliness and depression. 
30 Appendix A, available upon request from the authors, provides a more detailed discussion of the concept 
of happiness. 
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experienced. Please tell me if each of the following was true for you much of the time 

this past week. … Much of the time… you were happy; you enjoyed life; you felt lonely; 

you felt depressed; you felt sad.”  The first two questions are measures of positive 

feelings and the last three of negative feelings.31  

For each individual in the HRS who makes the transition from work to retirement, 

we measure the change in each of these five happiness indicators (feelings of happiness, 

enjoyment of life, loneliness, depression, and sadness).  To do that we take the baseline 

measure of each indicator in the last wave in which the individual was fully employed 

and record the change in the first wave in which the individual is fully retired.32   As the 

indicator variables are dichotomous, the value remains the same or changes to the 

opposite value.  We record no change as 0, a “yes” to “no” change as “-1,” and a “no” to 

“yes” change as “+1.”  For example, the change in “enjoyment of life” would be -1 if the 

individual answered “yes” in the last wave of full employment and “no” in the first wave 

of full retirement; 0 if there was no change, and +1 if the individual said that they did not 

enjoy life while working, but did in retirement.   

Since the values of indicator variables can only be “yes” or “no,” the HRS does 

not reveal a change from “yes” to “more yes,” or “no” to “more no.”  We do not know if 

an individual who enjoyed (did not enjoy) life while working enjoyed life even more 

(even less) in retirement.  To help address this problem associated with a discrete choice 

dependent variable, we identify a latent variable, which we call “Affect,” that drives all 

five happiness indicators. The values of the five indicator variables are highly correlated.  

Respondents who said they were happy also tended to say that they enjoyed life and were 

not lonely, depressed, nor sad.  This common variance suggests that the five HRS 

variables can be represented as indicators of the latent “Affect” variable.  Nearly 60% of 

                                                 
31 Other researchers studying happiness in retirement often use responses to the HRS inquiring about 
“satisfaction in retirement.” For example, see Rohwedder (2006), Panis (2003), and Bender (2004).  As our 
study identifies the effect of the retirement transition using change from a baseline, when individuals are 
working, we could not use this “satisfaction in retirement” variable. There are also important theoretical 
differences between the two measures discussed in Appendix A, available upon request.  
32 Because we wanted to measure the change in happiness between when they were employed and when 
they first retired, there are differences in the amount of time passing between the measurements among 
individuals.  We include a variable controlling for the number of years from full employment to full 
retirement which does not have a significant affect on the dependent variables (see Appendix Tables 3, 4, 5, 
and 6, available upon request). 
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the sample has a positive response to all five indicators in both the last wave of full 

employment and the first wave of full retirement.  But the remainder of the sample has 

sufficient variance for our latent “Affect” variable to provide a more sensitive measure of 

the effect of our independent variables on happiness in retirement.  One limitation of the 

latent “Affect” variable is that it represents happiness in a single dimension, losing the 

ability to discriminate between factors that affect some feelings but not others, primarily 

negative but not positive feelings (or the reverse).  Another limitation of the “Affect” 

variable is interpreting the magnitude of the effects.33  

We address the problem of interpreting the magnitude of the effects by dividing 

the sample for each of the five indicator variables in two—those with a “happy” and 

those with an “unhappy” response when fully employed. Logit regressions on each 

sample then show the likelihood of our various factors in our analysis causing an increase 

in happiness (a change in the “negative sample” from an “unhappy” to a “happy” 

response) or a decrease in happiness (a change in the “positive sample” from a “happy” 

to an “unhappy” response).   

Our primary concern is whether happiness in retirement is affected by a gradual 

as opposed to a “cold-turkey” transition.  To do this, the first task is to identify those 

individuals in the HRS population who made the transition from work to retirement.  We 

then must classify these individuals into those who retired gradually and those who 

retired abruptly.   

Researchers use a variety of measures to characterize individuals as fully 

employed, fully retired, or something in-between.  Among the most common are hours 

worked (per week or per year), their self-reported status, whether they have claimed 

Social Security benefits, and their current wage relative to their peak wage (see Table 1).   

To identify individuals in the HRS who made the transition from work to 

retirement we use two criteria, their usual hours of work per week and self-reported 

retirement status.34  We classify individuals as “fully employed” if they work at least 30 

hours per week and report themselves “not retired” (as opposed to “completely retired” or 
                                                 
33 For more on the derivation and validity of the latent “Affect” variable see Appendix B, available upon 
request. 
34 The usual hours worked per week variable is the sum of usual hours worked per week at his/her main job 
and the usual hours worked per week at a second job. 
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“partly retired.”)  As illustrated in Figure 1, 5,744 of the 9,760 individuals in the HRS 

cohort were fully employed in 1992. The final column of this Figure gives the total 

number fully retired by 2004, the last available wave. We classify individuals as “fully 

retired” if they have zero hours of work and report themselves “completely retired.” Of 

the 5,744 individuals who were fully employed in the initial wave, 3,022 had fully retired 

by 2004.35  Of the 3,022 individuals who made a full transition from work to retirement, 

we have sufficient valid information for 2,389.36  Figure 1 also indicates for each wave of 

the HRS the number of individuals fully employed in 1992 that were: (1) fully retired, (2) 

not fully retired, or (3) had attrited out of the HRS.37  

The next task is to classify the 2,389 transitions as gradual or abrupt.  As 

illustrated in Figure 2, we essentially distinguish between the two types of transitions 

based on the respondent’s first self-reported status other than “not retired.” If that 

response is “completely retired”—that is the individual goes from “not retired” to 

“completely retired” in sequential waves—they are classified as making a cold-turkey 

transition.  We omit from the sample individuals who report themselves as “completely 

retired” but work more than zero hours, as their employment status in that wave and the 

nature of their transition are both ambiguous.  Respondents whose first self-reported 

status other than “not retired” is “partly retired” are classified as retiring gradually.  We 

again omit from the sample individuals who report themselves as “completely retired” 

but work more than zero hours, as their employment status in that wave is ambiguous.  

We also omit from the sample individuals who reverse direction and report themselves 

“not retired” after reporting themselves “partly retired”, as the nature of their transition is 

ambiguous.38   

                                                 
35 We ignore subsequent labor-market activity once an individual is fully retired. For such individuals, our 
concern is the effect of their initial transition on their happiness in retirement.  
36 For more details about missing values see Appendix B, available upon request.  Of the 3,022 
observations observed transitioning to full retirement, 2,803 could be classified as cold turkey or gradual 
retirees according to our definitions below.  Of those 2,803 observations, 2,389 have valid responses to all 
five happiness indicators. 
37 In this case, we are taking a sample of those individuals for whom we observe transitioning from full-
time employment to full retirement.  These are the only observations that provide information about what 
affects the change in happiness between these time periods, so this sample may not be representative. 
38 For an individual to be classified as a cold turkey retiree, he or she must have responded “not retired” in 
every wave prior to the wave designated by our definition (using both self-reported status and zero hours of 
work) as his or her first wave of full retirement.  For an individual to be classified as a gradual retiree, he or 
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The two gray rows in Figure 2 designate individuals who transitioned to full 

retirement at each wave. The gray row at the top indicates the number of workers in each 

wave of the HRS who had retired ‘Cold turkey’ (being “completely retired” and having 

been “not retired” in the previous wave). The gray row at the bottom identifies those who 

had ‘Retired gradually’ (they are currently “fully retired,” but were “partly retired” in the 

previous wave).  By 2004, those retired ‘Cold turkey’ include 1,733 individuals (73%), 

and those ‘Retired gradually’ include 656 individuals (27%), for the total sample of 

2,389. Figure 2 also reports for each wave the number of respondents still ‘Not retired’ 

(self-report as “not retired”) and the number ‘Partially retired’ (self-report as “partly 

retired”). 

We do not consider hours of work in distinguishing between gradual and abrupt 

retirements for several reasons.  As we are primarily interested in individual perceptions 

of the retirement process, self-reported status is the more relevant single criterion.  

Moreover, the HRS only asks respondents if they were forced or wanted to retire if they 

report themselves “completely retired” or “partly retired.”  So we would not get this 

information from individuals who work between 0 and 30 hours per week, but consider 

themselves “not retired.” As the voluntary or involuntary nature of a worker’s separation 

from employment has been identified as an important factor contributing to happiness in 

retirement, we would not be able to include this variable in our analysis had we classified 

transitions as “gradual” based only on hours of work.39    

Additional independent variables were included in the regressions. 40  A set of 

three dummy variables measuring the respondent’s perception on whether retirement was 

something the respondent “wanted to do,” was “part wanted, part forced,” or something 

                                                                                                                                                 
she must have one of more sequential waves with “not retired” responses immediately followed by one or 
more waves of “partly retired” responses, immediately followed by full retirement using our definition. 
39 We also experimented with other ways to classify transitions, such as working hours. Based on usual 
hours worked per week, individuals are coded as a cold turkey retiree if they shift directly from working at 
30 or more hours to zero hours. Individuals were coded as a gradual retiree if they reduce work to between 
0 and 30 hours before full retirement.  Another specification classified gradual retirees as individuals who 
reduced their hours to less than 30 per week but remained with the same employer before full retirement. 
Reverse transitions were not allowed in any of these definitions, except if occurring after the first wave of 
full retirement.  
40 Appendix B, available upon request, contains more details about these variables and the way we handled 
the remaining missing values. 
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the respondent was “forced into.”  Included in the regressions are “chose retirement” and 

“part wanted retirement,” so estimated the effects are relative to “forced retirement.”41  

Feeling forced into retirement is expected to decrease happiness and enjoyment of life 

and increase loneliness, depression, and sadness. 

Our analysis also controls for other factors identified in the literature as affecting 

happiness at old age:   

Death of spouse during the transition.  If a respondent has a marital status of 

“married” or “married, spouse absent” in his last wave of full employment and a marital 

status of “widowed” in the first wave of full retirement, he or she is coded as having a 

spouse who died.   

Change in health. A change in health status, measured as a change in self-reported 

health status.  Self-reported health status is given on a scale from 1 to 5, with 1 

corresponding to “poor” and 5 to “excellent” health.  This variable measures the change 

in self-reported health status from the last wave of full employment to the wave of full 

retirement.  A positive value for this variable indicates an improvement in health, 

according to the respondent.  

Defined-benefit pension coverage.  This reports whether the respondents was 

covered by a defined-benefit pension plan at their job at the last wave of full 

employment.  

Other control variables included are: the number of years between full 

employment and full retirement, “unemployment” reported in the first wave of “complete 

retirement,” and various socioeconomic and demographic variables such as: wealth, type 

of occupation, education, gender, race and ethnicity (for more details see Appendix C).42  

                                                 
41 The wave from which this variable was taken depends on the type of transition.  For those coded as cold 
turkey retirees, this variable is coded based on the individual’s response in the first wave of full retirement.  
For those coded as gradual retirees, this variable is coded using, in this order: (1) if valid, the value of the 
“wanted to/forced into” variable in the wave immediately following the last wave of full employment (2) 
otherwise, the first valid response to the “wanted to/forced into” variable after the last wave of full 
employment and before the first wave of full retirement. 
42 We take the overlap of complete retirement and unemployment to mean that the individual might be 
somewhat unhappy about also being self-reported as “completely retired.”   Appendix C is available upon 
request. 
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III. Results 

Table 2 reports descriptive statistics of the five happiness measures for the overall 

sample and for the gradual retirement and cold turkey groups, along with group mean or 

proportion comparison t-tests or chi-squared tests.  It shows that there is little change in 

the positive affect variables taken from the HRS.  Both “happiness” and “enjoyment of 

life” are high when individuals are working, and show slight increases in retirement.  The 

negative affects are generally low, but also increase in retirement.  The increases in the 

negative affects, in feelings of loneliness, depression, and sadness, are also generally 

larger than the increases in the positive affects.  This is reflected in our latent “Affect” 

variable, which registers a slight decline.  

The descriptive statistics, however, generally show no significant difference 

between the group that retired gradually and those that retired cold-turkey.  The one 

indicator that did register a significant difference was sadness.  Workers who retired 

gradually registered a much larger jump in feelings of sadness.  

As shown in Table 3, there are various differences between individuals who 

retired gradually and those who retired cold-turkey other than the nature of their 

transition from full employment to complete retirement.  More cold-turkey individuals 

report a high degree of control over their retirement transition and say that they wanted to 

retire.  They were younger, healthier, wealthier, more educated, more likely to be white 

collar, more likely to have a defined benefit pension, and less likely to report 

unemployment at the same time they report being fully retired. All of these differences 

should make the cold-turkey individuals happier than gradual retirees, independent of the 

way that they retired.  

Regression Results 

To identify the effect of gradual as opposed to abrupt transition into retirement, 

controlling for factors that independently affect happiness, we use three regression 

specifications.  The first set of regressions uses the change in each of the five HRS 

variables, from the wave when the individual was last fully employed to the first wave 

when the individual was completely retired, as the dependent variable.  As these changes 

can take on three possible values:  (-1, 0, or 1), we use an ordered logit regression.  The 

second set of regressions uses the change in the latent “Affect” variable as the dependent 
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variable.  As this change is measured along a continuous scale, we use an ordinary least 

squares regression.  Finally, we divide our sample, for each of the five HRS variables, 

into those that are initially “happy” and those that are initially “unhappy” and use the 

change when retired as the dependent variable in a logit regression.  The positive 

(“initially happy”) sample gives a clearer view of factors that tend to diminish 

“Happiness” and the negative (“initially unhappy”) sample gives a clearer view of factors 

that tend to increase “Happiness.” The logit regression coefficients also provide a clearer 

view of the magnitude of the effects of the explanatory factors on the happiness 

indicators. 43  

The results of the ordered logit regressions on the change in our five happiness 

measures are reported in Table 4.44  The results indicate that cold-turkey retirement (as 

opposed to the default, gradual retirement) has no significant effect on happiness, 

enjoyment of life, loneliness, depression, or sadness in retirement.  The results also 

confirm earlier findings on the effect of other factors identified in the literature as 

affecting happiness in retirement—the death of a spouse, voluntary as opposed to forced 

retirement, and health status.  Because of the difficulty in interpreting ordered logit 

coefficients, we focus on the direction and statistical significance of the effect, not on the 

size of the coefficient.  

The death of a spouse had a significant impact on all indicators except depression.  

Those who lost their spouse are likely to have a decrease in happiness and enjoyment of 

life and are more likely to have feelings of loneliness and sadness.  It is difficult to 

interpret the ordered logit coefficients as a measure of the size of the effect of each 

variable on happiness in retirement.  However, the size of the coefficient on the death of a 

spouse suggests it is the largest source of unhappiness in retirement among the factors in 

our analysis.45 

                                                 
43 Note, however that caution should be taken when comparing the magnitude of the effect of an 
explanatory variable between the two samples.  Since these subsamples allow for a different distribution for 
happiness for each of the two groups, the magnitudes of the coefficients are not directly comparable. 
44 For coefficient estimates for all independent variables included, see Appendix Table 3, available upon 
request. 
45 As indicated on Table 3, very few respondents lost their spouse during the period between being fully 
employed and completely retired. 
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Having control over the retirement decision (reporting that retirement was chosen 

rather than forced) has a significant effect on all HRS indicators except enjoyment of life, 

and the direction of the coefficient on enjoyment of life is consistent with the other four 

measures.  Respondents who said retirement was chosen are more likely to have increases 

in happiness and enjoyment of life and less likely to have increases in loneliness, 

depression, and sadness, than if their retirement was forced.  Even individuals who felt 

only partly forced into retirement were less likely to be lonelier.  

A change in self-reported health status has a significant effect on each of the five 

indicators.  An improvement in health indicates an increase in happiness and in 

enjoyment of life and a decrease in loneliness, depression, and sadness.  All of the 

coefficients on the change in health status are significant at the 1 percent level, more than 

either control over the retirement decision or the loss of a spouse.46   

Surprisingly, the results indicate that coverage by a defined benefit pension has no 

significant effect on any of the five indicators of happiness in retirement.   

The results of our regressions using as the dependent variable our latent “Affect” 

variable are reported in Table 5.47  These results are consistent with those of the previous 

regressions.  They show no significant difference between cold-turkey and gradual 

retirement.  Control over the retirement process, health status, and the death of a spouse 

have a significant effect on the individual’s “Affect”.  Coverage by a defined benefit plan 

does not.   

Finally, the results of the logit regressions on the divided sample are shown in 

Tables 6 and 7.48  Table 6 shows the results from the “positive sample” (where the value 

of the variable when the individual was fully employed was “happy”) and Table 7 shows 

the results of the “negative sample” (where the value of the variable when the individual 

                                                 
46 The coefficients on the health variable are generally smaller than the coefficients on control over the 
retirement decision or the loss of a spouse.  To gauge the indicated effect of health on happiness, however, 
one needs to multiply this coefficient by the change in self-reported health status, measured on a scale from 
-4 to 4.  As the mean change in health is -2, with a standard deviation of 1, indicated effect of a change in 
health status is relatively small, relative to the effect of the loss of a spouse or even control over the 
retirement decision. 
47 For coefficient estimates for all independent variables included, see Appendix Table 4, available upon 
request. 
48 For coefficient estimates for all independent variables included, see Appendix Tables 5 and 6, available 
upon request. 
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was fully employed was “unhappy”).  In both samples, the type of transition to retirement 

had no significant effect.  The small size of the negative sample limits the precision of the 

parameter estimates and the ability of the regression to produce results that are 

statistically significant.  Nevertheless, the factors identified as significant in the other 

regressions are generally significant in the positive sample regressions.   

The regressions thus provide a much clearer indication of the magnitude of the 

effect of the various factors.  The coefficients reflect the probability that the value of the 

indicator variable will change (as opposed to remaining the same), with all other 

variables held at their means.  In the positive sample, where more of the results are 

statistically significant, the coefficient on the loss of a spouse generally has the largest 

effect on the particular indicator.   These results also show control over one’s retirement 

to have a large impact on happiness, even larger (in absolute value) on the depression 

indicator variable than the loss of a spouse.  Control over one’s retirement is also the only 

independent variable to have a statistically significant effect on all five HRS indicator 

variables in the positive sample.   

IV. Conclusions 

Retirement is a transition between two significantly different stages in an 

individual’s life.  A gradual transition gives workers time to shift their daily activities, 

social relationships, and identity in a more deliberate manner than a cold-turkey 

transition.  And this may help workers to make a better transition to retirement.  

Our study, however, finds no evidence of a difference in happiness that can be 

traced to the type of transition to retirement.  Like previous studies, we find that a decline 

in health status or the loss of a spouse reduces happiness in retirement, and that those 

who retire because they want to, and not because they are forced, are happier in 

retirement.   

It would seem that this information might alter the plans of workers who currently 

say they want to retire gradually, and not all at once.  But it may not be the case.  We 

know it generally makes no difference whether we dive straight into a swimming pool or 

gradually acclimate our body to the water.  But whatever the reason, most of us opt for 

the latter approach.  So even if workers accept our results, they still might prefer to exit 

the labor force gradually.  
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Our study finds that the nature of our transition—gradual or abrupt—has no effect 

on our happiness in retirement.   But we do find that the sense of control workers have 

over the transition does have a significant effect.  So the ability to retire gradually if we 

want to—not the effect of the gradual transition per se—should make us happier in 

retirement.  Giving workers a sense of control over their retirement, not creating gradual 

retirement paths, should be the item on the policy agenda.  
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Table 1. Comparison of studies of gradual retirement1 

Study 
Definition of gradual 
retirement 

% found to be 
gradually retired 

Gustman and Steinmeier (1984)* Self-reported status 33% 

Honig and Hanoch (1985)* Earnings < 50% of maximum 
career earnings 19.7% 

Ruhm (1990)* Earnings and self-reported 
status 6.2% to 50+% 

Self-reported status 6.6% to 12.9% 

Usual hours worked per 
week (1-24) 7.6% to 10.2% 

Usual hours worked per year 
(1-1,999) 8.6% to 10.9% 

By leaving 10 or more year 
job 22.7% to 26.0% 

By leaving 20 or more year 
job 19.1% to 23.8% 

By change in hourly wage 10.1% to 12.6% 

Gustman and Steinmeier (2000)** 

 

By change in weekly 
earnings 11.7% to 15.6% 

Haider and Loughran (2001)*** Less than 1,750 hours 
annually 22% to 72% 

Chen and Scott (2006)** Self-reported status and 
15%-99% hours reduction 3% to 19% 

This study** Self-reported status 27% 
1 Adapted from Chen and Scott (2006). 
* Data drawn from the SSA Retirement History Study. 
** Data drawn from the HRS. 
*** Data drawn from the CPS. 
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Variable Metric Mean Std. Dev. Mean Std. Dev. Mean Std. Dev.

Happinesst1 0=no; 1=yes 0.874 0.331 0.861 0.346 0.879 0.326
Happinesst2 0=no; 1=yes 0.883 0.321 0.875 0.331 0.886 0.318

Change in Happiness -1=less; 0=equal; 1=more 0.009 0.404 0.014 0.408 0.007 0.402

Enjoyment of Lifet1 0=no; 1=yes 0.930 0.256 0.916 0.277 0.935 0.247
Enjoyment of Lifet2 0=no; 1=yes 0.933 0.251 0.918 0.275 0.938 0.241

Change in Enjoyment of Life -1=less; 0=equal; 1=more 0.003 0.312 0.002 0.343 0.003 0.300

Lonelinesst1 0=no; 1=yes 0.107 0.309 0.107 0.309 0.107 0.309
Lonelinesst2 0=no; 1=yes 0.151 0.358 0.152 0.360 0.150 0.357

Change in Loneliness -1=less; 0=equal; 1=more 0.044 0.394 0.046 0.384 0.043 0.398

Depressiont1 0=no; 1=yes 0.118 0.323 0.120 0.326 0.118 0.322
Depressiont2 0=no; 1=yes 0.154 0.361 0.165 0.371 0.149 0.357

Change in Depression -1=less; 0=equal; 1=more 0.035 0.413 0.044 0.413 0.032 0.413

Sadnesst1 0=no; 1=yes 0.121 0.327 0.093** 0.291 0.132** 0.339
Sadnesst2 0=no; 1=yes 0.172 0.378 0.184 0.388 0.168 0.374

Change in Sadness -1=less; 0=equal; 1=more 0.051 0.436 0.091** 0.436 0.036** 0.435

Latent Affectt1 -0.714 to 0.506 0.295 0.230 0.295 0.228 0.295 0.231
Affectt2 -0.695 to 0.474 0.273 0.259 0.264 0.269 0.276 0.256

Change in Affect -0.931 to 0.812 -0.022 0.237 -0.031 0.242 -0.018 0.235

Notes:  t1 = last wave of full employment; t2 = first wave of full retirement.

Table 2. Descriptive Statistics for Five Happiness Indicators and Latent Affect by Type of Retirement Transition

* p  < .05;  ** p  < .01;  *** p  < .001 (two tailed t tests and chi-squared tests reported, denoting statistically significant differences between the two types of transition groups.)

(N=2,389) (N=656) (N=1,733)

All Phased Cold Turkey
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Variable Metric Mean Std. Dev. Mean Std. Dev. Mean Std. Dev.

Retirement Wanted 0=no; 1=yes 0.643 0.479 0.581*** 0.494 0.667*** 0.471

Retirement Partly Wanted/Forced 0=no; 1=yes 0.089 0.284 0.079 0.270 0.092 0.290

Retirement Forced 0=no; 1=yes 0.268 0.443 0.340*** 0.474 0.241*** 0.428

Spouse Death 0=no; 1=yes 0.023 0.151 0.034* 0.180 0.020* 0.139

Improved Health -4 (deteriorated) to 4 (improved) -0.222 1.003 -0.320** 1.027 -0.185** 0.991

Any DB 0=no; 1=yes 0.517 0.500 0.375*** 0.484 0.570*** 0.495
Aget1 50 to 71 years 59.56 3.338 58.73*** 3.392 59.88*** 3.264
Aget2 52 to 73 years 62.58 3.417 64.02*** 3.434 62.04*** 3.250

Years Between Emp. and Ret. 1 to 12 years 3.019 1.849 5.284*** 1.884 2.162*** 0.834

Male 0=no; 1=yes 0.494 0.500 0.492 0.500 0.495 0.500

White Non-Hispanic 0=no; 1=yes 0.316 0.465 0.294 0.456 0.324 0.468

Log of Mean Wealth 0 to 18.765 (real $USD, 2003) 10.549 3.180 10.284* 3.593 10.649* 3.004

More than High School 0=no; 1=yes 0.390 0.488 0.378* 0.485 0.395* 0.489

Blue-Collar 0=no; 1=yes 0.299 0.458 0.305 0.461 0.297 0.457

Unemployed 0=no; 1=yes 0.005 0.068 0.003 0.055 0.005 0.072
Notes:  t1 = last wave of full employment; t2 = first wave of full retirement.  These summary statistics include both recorded and imputed values.

Table 3. Descriptive Statistics for the Independent Variables by Type of Retirement Transition

* p  < .05;  ** p  < .01;  *** p  < .001 (two tailed t tests and chi-squared tests reported, denoting statistically significant differences between the two types of transition groups.)

(N=2,389) (N=656) (N=1,733)

All Phased Cold Turkey
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Enjoy
Happy Life Lonely Depressed Sad

Cold Turkey Retirement 0.086 0.262 -0.058 0.236 -0.101
(0.19) (0.23) (0.19) (0.18) (0.17)

Retirement Wanted 0.481** 0.250 -0.633*** -0.470** -0.443**
(0.16) (0.18) (0.14) (0.15) (0.14)

Retirement Partly Wanted 0.095 0.263 -0.917*** -0.150 -0.262
(0.25) (0.29) (0.24) (0.22) (0.22)

Spouse Death -1.110** -1.462*** 2.493*** 0.235 0.707*
(0.34) (0.38) (0.30) (0.35) (0.31)

Improved Health 0.262*** 0.354*** -0.160** -0.282*** -0.231***
(0.06) (0.07) (0.06) (0.05) (0.05)

Any DB -0.037 0.016 0.128 0.059 0.042
(0.12) (0.15) (0.12) (0.12) (0.11)

Log Likelihood -1295 -895 -1223 -1334 -1440

Note : Change from the last wave of full employment to the first wave of full retirement. Regular oredered logit regression 
coefficients reported for the indicator variables. The standard errors are in parentheses.  All five models control for demographic 
and socioeconomic variables. For the full results see Appendix Table 3.
* p  < .05;  ** p  < .01;  *** p  < .001 (two tailed tests for all variables).

Table 4. Ordered Logit Results on Five Indicator Variables (N=2,389)

 
 

Latent
"Affect"

Cold Turkey Retirement 0.002
(0.020)

Retirement Wanted 0.056***
(0.010)

Retirement Partly Wanted 0.045*  
(0.020)

Spouse Death -0.157***
(0.030)

Improved Health 0.034***
(0.000)

Any DB -0.004
(0.010)

R2 0.0533

Note : Change from the last wave of full employment to the first wave of full retirement. 
Unstandardized regression coefficients reported. The standard errors are in parentheses. 
The model controls for demographic and socioeconomic variables. For the full results see 
Appendix Table 4.

Table 5. Regression Results on Latent "Affect" (N=2,389)

* p  < .05;  ** p  < .01;  *** p  < .001 (two tailed tests for all variables).  
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Happy Enjoy Life Not-Lonely Not-Depressed Not-Sad
to to to to to

Not-Happy Not-Enjoy Life Lonely Depressed Sad

Cold Turkey Retirement 0.010 -0.013 0.010 0.027 0.01
(0.02) (0.01) (0.02) (0.02) (0.02)

Retirement Wanted -0.087*** -0.047*** -0.084*** -0.087*** -0.086***
(0.02) (0.01) (0.02) (0.02) (0.02)

Retirement Partly Wanted -0.020 -0.024** -0.046** -0.022 -0.030
(0.01) (0.01) (0.02) (0.02) (0.02)

Spouse Death 0.135* 0.125* 0.478*** 0.046 0.117*
(0.06) (0.05) (0.08) (0.04) (0.06)

Improved Health -0.017*** -0.014*** -0.010 -0.024*** -0.025***
(0.00) (0.00) (0.01) (0.01) (0.01)

Any DB 0.028* 0.012 0.004 0.013 0.019
(0.01) (0.01) (0.01) (0.01) (0.01)

Log Likelihood -665.1 -678.6 -774.6 -678.6 -774.6

N 2089 2221 2134 2106 2099

Table 6. Logit Marginal Effects on Five Indicator Variables for Positive Sample

Note : The "positive sample" includes only individuals starting with positive affects at the last wave of full employment. The coefficients 
reflect the probability of a negative change in each indicator variable (as opossed to no change) from the last wave of full employment to 
the first wave of full retirement, with all variables held at their means. The standard errors are in parentheses.  All models control for 
demographic and socioeconomic variables. For the full results see Apendix Table 5.
* p  < .05;  ** p  < .01;  *** p  < .001 (two tailed tests for all variables).  
 

Not-Happy Not-Enjoy Life Lonely Depressed Sad
to to to to to

Happy Enjoy Life Not-Lonely Not-Depressed Not-Sad

Cold Turkey Retirement 0.009 0.090 0.191 -0.034 0.098
(0.09) (0.11) (0.12) (0.11) (0.13)

Retirement Wanted 0.227*** 0.258*** 0.160 0.262*** 0.240***
(0.06) (0.08) (0.08) (0.07) (0.07)

Retirement Partly Wanted 0.115 0.047 0.284* 0.201* 0.225*
(0.09) (0.12) (0.11) (0.10) (0.09)

Spouse Death -0.242 -0.350 0.055 0.109 -0.286
(0.19) (0.23) (0.24) (0.17) (0.17)

Improved Health 0.041 0.032 0.086* 0.049 0.028
(0.03) (0.03) (0.04) (0.03) (0.03)

Any DB -0.044 0.118 0.039 0.059 0.092
(0.06) (0.08) (0.07) (0.07) (0.07)

Log Likelihood -170.6 -84.4 -158.9 -160.9 -174.9

N 300 168 255 283 290

Note : The "negative sample" includes only individuals starting with negative affects at the last wave of full employment. The coefficients 
reflect the likelihood of a positive change in each indicator variable (as opossed to no change) from the last wave of full employment to the 
first wave of full retirement, with all variables held at their means.  The standard errors are in parentheses.  All models control for 
demographic and socioeconomic variables. For the full results see Appendix Table 6.
* p  < .05;  ** p  < .01;  *** p  < .001 (two tailed tests for all variables).

Table 7. Logit Marginal Effects on Five Indicator Variables for Negative Sample
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