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Abstract

Gradual retirement by which individuals leave their career jobs and with-
draw incrementally from the labor force is an important empirical phe-
nomenon in the United States. We analyze the current state of gradual
retirement in the Netherlands using administrative data that allow much
more precise tracking of labor market transitions than most survey panel
data. We estimate multinomial transition models, taking into account
competing pathways out of career employment at older ages, and discuss
institutional aspects that limit the scope of gradual retirement, such as
financial incentives to retire early.
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Introduction

Workers retire in many ways (Cahill, Giandrea, & Quinn, 2006; Maestas,

2010). The term gradual retirement is typically applied to an array of hetero-

geneous pathways out of the labor force at older ages whereby individuals do

not leave their career jobs abruptly into permanent inactivity but rather in a

stepwise fashion, possibly going through a number of stages and taking on a

number of intermittent jobs and employment positions. Workers may choose

such paths to benefit from the possibility of intertemporally smoothing their

marginal utility of leisure, if prompted by deteriorating health over time, or

due to various shocks (including unemployment or disability). A possible

side effect is that gradual retirement allows the worker to keep working

beyond an age at which he or she otherwise would have retired completely.

Indeed, gradual retirement has been considered to be a suitable instrument to

induce workers to retire later (Van Soest, Kapteyn, & Zissimopoulos, 2007;

Wadensjö, 2006). This aspect makes gradual retirement interesting from a

policy perspective when public finances are strained due to the impact of

worsening dependency ratios on pay-as-you-go pension systems (Ilmakun-

nas & Ilmakunnas, 2008).

Gradual retirement has become a widespread phenomenon across Orga-

nization for Economic Cooperation and Development (OECD) countries

(Kantarci & van Soest, 2008, provide an overview), although most of the

empirical evidence to date comes from the United States.1 In this article,

we study gradual retirement in the Netherlands. We limit ourselves to two

salient forms of stepwise withdrawal, phased and partial retirement. These

are the main forms of gradual retirement that are relevant in the country

under study. Phased retirement involves a continued employment relation-

ship with the career employer, albeit working fewer hours, and partial retire-

ment requires taking on an often less demanding and usually lower paid

bridge job with a different employer. We also consider workers who reenter

the labor market after a spell of absence or retirement (sometimes dubbed

‘‘unretirement’’; Maestas, 2010), and this phenomenon is intimately related

to the definition of partial retirement. We shall, partly owing to space limita-

tions, not touch upon other interesting aspects that have been discussed in the

literature, including self-employment choices at older ages (Sappleton &

Lourenço, 2015) and re-careering late in working life (Johnson, Kawachi,

& Lewis, 2009).

The Netherlands is an interesting country in the context of gradual retire-

ment. First, part-time work prevalence in the Netherlands is the highest

among OECD countries. With part-time jobs being ubiquitous, there is
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somewhat of a ‘‘part-time culture.’’ This is important because part-time

employment is a defining feature of gradual retirement (OECD, 2013). Second,

the country has a strong duality in the labor market with highly protected per-

manent jobs on the one hand and a substantial and strongly increasing share of

low protected flexible employment relations on the other hand (Van den Berge,

Erken, de Graaf-Zijl, & van Loon, 2014). This fact may explain why, despite

the high incidence of part-time jobs, gradual retirement is somewhat limited

to date but may also lead one to expect a possible future shift in the cultural

norm away from traditional complete withdrawal after the career job ends.

This article contributes in important ways. First, we study gradual retire-

ment using administrative data that cover the entire population. This is

unusual, and for the Netherlands it has not been done before. The vast major-

ity of articles instead employs retrospective survey data covering a single

cross-section or short panel data with often a 2-year spacing between survey

waves. Our administrative panel contains precise spell data for individual

employment and non-(wage) employment episodes. We use this information

to define long-tenure career jobs as point of departure, avoiding measure-

ment issues associated with respondents’ recall error. We can also be very

precise in our definition of the onset of a post-career spell, such as com-

mencement of a bridge job as opposed to reentry behavior that is character-

ized by an intermittent spell of non-(wage) employment.

Second, in this article we distinguish 12 different industries in our analysis

of gradual retirement patterns. Industry differences are important as different

industries show distinctly different patterns of gradual retirement, an aspect

that has found little resonance in the empirical literature. The implication is

that preretirement career choice determines gradual retirement pathways

through state or path dependence.

Third, we discuss that in the past early retirement pensions may have

induced full retirement before the normal retirement age and may so have

restricted the scope for gradual retirement before the normal retirement age

within the Dutch institutional context. In other countries studied in the gra-

dual retirement literature, including the United States, early retirement pen-

sions were less frequent and/or much less generous than in the Netherlands.

Literature Review

Concepts

Gradual retirement is the family name for phased and partial retirement, indi-

cating gradual withdrawal from the labor force. The concepts of phased and
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partial retirement do not have established definitions and are not consistently

used in the literature. For the purposes of this short review, we follow Ruhm

(1990), Scott (2004), Kantarci and Van Soest (2008), and others. Kantarci

and Van Soest (2008) provide a detailed discussion on the measurement

of the different concepts. Phased and partial retirement involve the stage

between working in the career job (which we define to be a job with the same

employer with more than 10 years of tenure) and full retirement. Phased

retirement is staying in the career job with the same employer but working

fewer hours. Partial retirement is the transition from the career job to a usu-

ally less demanding bridge job or to self-employment. By less demanding,

we mean reduced work load or number of hours worked. Transitioning from

the career job to a bridge job may involve a change of industry or a change of

occupation (Ruhm, 1990).

Incidence of Gradual Retirement

Gradual retirement enjoys high popularity in the United States and is becom-

ing more frequent in Europe. Kantarci and Van Soest (2008) explore partial

retirement in Europe and the United States, using data for workers in the age

category 51–65 from the European Community Household Panel and the

Panel Study of Income Dynamics for the 1994–2000 period. They show that

the prevalence of gradual retirement varied largely across European coun-

tries. The authors find that the 2-year transition rate from full-time to part-

time work was highest in the Netherlands (9.7%). The United States had a

relatively modest 2-year transition rate from full-time to part-time (6.5%).

This is due to gradual retirement in the United States involving mainly work-

ers in their mid-60s and older. Henkens and Van Solinge (2014) find that

between 15% and 35% of career job workers entered bridge jobs, using data

for workers born in the 1931–1941 period from three waves (2001, 2006, and

2011) of the Dutch NIDI Work and Retirement Panel. Cahill, Giandrea, and

Quinn (2013) study gradual retirement using data for workers born in the

1931–1953 period from the first 10 waves (1992–2010, biennial) of the

U.S. Health and Retirement Study (HRS). They find that between 30% and

39% of the men employed in full-time career jobs moved to bridge job

employment and that between 36% and 41% of the women employed in

full-time career jobs moved to bridge job employment. Similar percentages

have been reported as well in other articles using similar data. Cahill et al.

(2013) also find that between 11% and 13% of the men employed in full-

time career jobs entered phased retirement and that between 6% and 10%
of the women employed in full-time career jobs entered phased retirement.
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Gradual Retirement and Hours Worked

The relation between gradual retirement and hours worked has found some

echo in the literature. Ghent, Allen, and Clark (2001) study the impact of the

introduction of a phased retirement program on retirement behavior and

hours worked at each of the 15 campuses of the University of North Carolina.

They report descriptive evidence for the hypothesis that workers who retired

part-time were mainly people who would have continued to work full-time if

they had not had the phased retirement option. Wadensjö (2006) comes to a

different conclusion. He studies the impact of a gradual abolition of a part-

time pension arrangement in Sweden on retirement behavior and hours

worked. Under that scheme, workers could receive partial pension benefits

while continuing part-time employment with their current employer. The

descriptive analysis shows that the abolition of the part-time pension arrange-

ment mainly prevented phased retirement among workers who were planning

to retire fully. Fouarge, De Grip, and Montizaan (2012) study the effect of

introducing flexibilities in the pension system on hours worked. They use sur-

vey data on retirement expectations of workers who accumulate pensions at a

large Dutch pension fund. They find that the introduction of flexibility into the

pension system has no effect on labor supply. The direction of the impact of

gradual retirement on hours worked differs across the various studies. Kantarci

and Van Soest (2008) point out that the differences in results are partly due to

differences in the generosity of pension arrangements across studies.

Related Empirical Estimates

Gradual retirement decisions have been studied extensively in the literature.

Many studies model gradual retirement decisions using multinomial logit

models. Thomson (2007) estimates a multinomial logit model for gradual

and full retirement. She uses data from four annual waves (2001–2004) of the

Household, Income and Labour Dynamics in Australia survey. She finds that

the coefficients on various personal characteristics point in the same direc-

tion for gradual and full retirement, although signs of coefficients differ

between men and women. Men were more likely than women to experience

gradual retirement. Cahill et al. (2013) estimate a multinomial logit model

for the first 10 waves of HRS data. Their results indicate that bridge jobs

were more common among younger respondents and respondents without

defined benefit pension plans. Self-employed men and women had a higher

probability of continuing to work full-time than wage-employed workers,

and self-employed men had a higher probability of entering a bridge job in
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case a job transition was made. Similarly, Kim and DeVaney (2005) find

that self-employed workers continued working longer than wage-employed

workers, and that they had a higher probability of gradual retirement. Their

multinomial logit model estimates on the first and fifth waves of HRS data

(years 1992 and 2000) also show that high wages encourage workers to con-

tinue working.

The Dutch Pension System

We study gradual retirement in the Netherlands, whereas most articles study

gradual retirement in other countries, including the United States.2 Differ-

ences in institutional environments across countries may affect gradual

retirement patterns. To provide context, we first sketch main features of the

pension (and social security) system and then briefly comment on a compar-

ison with the United States.

The Dutch pension system (Bovenberg & Meijdam, 2001; Henkens &

Van Solinge, 2014; Van Vuuren, 2011) rests on three pillars. The first pillar

is the public old-age pension (social security), financed on a pay-as-you-go

basis. Contributions stem from workers and employers. All residents regis-

tered in the Netherlands accrue public old-age pension rights (levels are

linked to duration of legal residence in the country). Benefits are flat and tied

to the minimum wage. They were provided as of the normal retirement age of

65 during the period we study and were not conditioned on work history or

employment status.

The second pillar consists of occupational pensions, overwhelmingly of

the defined benefit type. They provide benefits as of the normal retirement

age. Occupational pensions are funded pensions and are typically managed

at the industry level and sometimes at the firm level (for large employers).

About 90% of all workers actually participate in occupational pension

plans. The widespread participation in occupational pension plans may be

explained by collective labor agreements, covering about 90% of all workers,

typically including a clause on compulsory participation in occupational pen-

sion plans. Contributions to these pension plans stem from both workers and

employers. The aggregate of first and second pillar pension benefits provides

pension benefits as of age 65 with gross replacement rates of up to 70% of the

previously earned wages. Net replacement rates could be considerably higher

but could not exceed 100%. Owing to the large number of occupational pen-

sion plans, there is considerable heterogeneity in pension conditions.3 The

generosity of pension benefits is among the pension conditions that vary

across pension plans.
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Occupational pension funds typically offered early retirement pensions to

their participants during the period we study. Early retirement pensions

allowed full retirement as of a specific age younger than the normal retire-

ment age. As early retirement pensions promoted full retirement at ages

before 65, they may have limited the scope for gradual retirement. Eligibility

criteria and eligibility ages for early retirement benefits varied across pension

funds. The early retirement eligibility age generally varied from 60 to 62.

Eligibility criteria for early retirement benefits may include a minimum num-

ber of contribution years or having contributed to the pension fund continu-

ously during a minimum number of years prior to early retirement.4 Due to

stipulations in the Dutch tax law, early retirement benefits were generous and

favorable for the retirees.5 Early retirement benefits provided before normal

retirement are higher than occupational pension benefits provided as of the

normal retirement age to (partly) compensate early retirees for not receiving

public old-age pension benefits before normal retirement. The third pillar

consists of private provisions. Those include among others annuity insurance

and accumulated savings.

The institutional environment of the United States, the most frequently stud-

ied country in the literature, differs largely from the institutional environment of

the Netherlands. In particular, in the United States, social security is less gener-

ous than public old-age pensions in the Netherlands, employers are supported

but not required to offer pension arrangements to their workers and pension

benefits are typically of the defined contribution type. In the Netherlands,

participation in the public old-age and occupational pension schemes is

typically compulsory, early retirement schemes were more common than in the

United States, and pension benefits are generally of the defined benefit type.

Pension benefits of the defined contribution type, as popular in the United

States, leave retirees with a higher uncertainty on pension income than those

of the defined benefit type, as in the Netherlands. Differences in generosity of

pension benefits, participation in (early retirement) pension schemes, and

uncertainty regarding pension income may have induced workers in the

United States to retire fully on a later age than those in the Netherlands.

Gradual Retirement in the Netherlands

Data

The data we use are Dutch administrative panel data on all individuals and

jobs over the period 2001–2007. These data are administered by Statistics

Netherlands and cover the universe of residents registered with Dutch
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municipalities. We have access to data on job and personal characteristics.6

The job characteristics file provides information on all jobs that a worker has

been employed in during the year of observation. For every job, both start

and end date, industry code, and annual wage are available. The personal

characteristics file contains information on demographic characteristics such

as nationality, marital status, and year and month of birth. A partner identifier

allows us to link data from spouses (and registered partners).

Measurement of Concepts

The data structure requires that we use specific definitions of phased and

partial retirement, which on occasion deviate from the definitions used else-

where in the literature. On the other hand, our data allow a much more pre-

cise measurement of transitions than what is being used in the articles based

on (biennial) survey data (such as Cahill et al., 2006 or Maestas, 2010). We

keep individuals in the sample for ages 52 through 64,7 or until we observe a

transition into phased retirement, partial retirement, unretirement, or full

retirement, if that occurs earlier (or until death, if that occurs earlier).

Point of departure for every worker in our sample is a career job. This we

define as a job at a particular employer, with a continuous job tenure at this

employer of at least 10 years (measured from the year of observation) and

total earnings of at least 20,000 euros per year in every year of the observa-

tion period.8,9 We are in particular interested in documenting transitions into

gradual retirement. We measure phased retirement as staying in the career

job and experiencing a wage reduction of at least 20%. We measure partial

retirement as a shift from the career job to a bridge job. Since it is difficult to

assess whether bridge employment was planned as a voluntary or deliberate

end-of-career-path choice, the comparison with phased retirement is most

meaningful when we concentrate on direct career job-to-bridge job transi-

tions. Therefore, we define a bridge job as a job that:

� starts within 1 month after the end of the career job,10

� has a starting wage that is at least 10% lower than the final wage

earned in the career job, and

� is with a different employer than the career job.

We deliberately restrict the definition of bridge jobs by requiring a start

very soon after leaving the career job. Our definition of bridge jobs ensures

that partial retirement concerns an almost direct transition from the career to

a bridge job. We define full retirement as complete withdrawal from the
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labor force without reentering paid employment during later years of obser-

vation.11 Unretirement (or reentry) is measured as leaving the career job and

entering any other job starting at the earliest, that is, 1 month later. Notice

that the definitions of partial retirement (using a bridge job) and unretirement

are directly and inversely related to one another, and their relative incidence

is driven by the window width that we allow for intermittent spells of non-

(wage) employment. Because in essence, unretirement indicates that workers

retire from their career jobs and reenter paid employment later, 1 month of

non-(wage)employment after departure from the career jobs may be too short

a non-(wage)employment spell to claim that workers are retired. Therefore,

we shall explore the sensitivity of results to our definition of unretirement,

redefining unretirement as reentry into paid employment within 2 full years

after departure from the career job. The latter is the upper bound that may

occur in many survey data articles.12,13

Gradual Retirement

We analyze phased and partial retirement patterns at the industry level. By

doing this, we hope to get a better view of the heterogeneity in phased and

partial retirement rates across industries. Industry-level differences in phased

and partial retirement rates are particularly interesting because of the institu-

tional context provided by occupational (early retirement) pensions in the

Netherlands. We also hope to get insights on job mobility for older career job

workers who enter partial retirement. We aim to add to the study of Johnson,

Kawachi, and Lewis (2009), who study job mobility across industries for re-

careering older workers. We distinguish between 12 different industries in

our analyses. The industries are grouped according to the Nomenclature sta-

tistique des activités économiques dans la Communauté européenne (NACE)

classification 1993, version 2004 (Statistics Netherlands, 2004). In our anal-

yses, we also distinguish between men and women. We do so, because retire-

ment patterns are quite different for men and women (Cahill, Giandrea, &

Quinn, 2013; Thomson, 2007).

Phased Retirement

Figure 1 shows phased retirement rates for the Netherlands from our register

data, separately by gender. Phased retirement rates were higher for women

than for men. Phased retirement transitions became particularly noteworthy

from the age of 60 onward. These patterns are thus very different from what is

reported by Cahill et al. (2013) for the United States. Figure 2 shows a large
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heterogeneity in phased retirement rates across industries, and in particular

for workers aged 60–64. Asset management, education, and the public sector

were the industries with the lowest phased retirement rates for both men and

women in the age category 60–64. Phased retirement for this older age-group

of men and women was most frequent in health care and second most fre-

quent in construction.

Partial Retirement

Figure 3 shows that partial retirement rates were much lower than those

reported in other studies, such as Cahill et al. (2013) and Henkens and Van

Solinge (2014). This is to an important extent due to the difference in mea-

surement of partial retirement. As we observe the start and end dates of jobs,

we can measure partial retirement transitions very precisely. We define par-

tial retirement as a worker leaving the career job and entering a bridge job

within 1 month. Studies that rely on biennial survey data, such as Maestas

(2010) and Cahill et al. (2013), typically define partial retirement as working

in a bridge job 2 years after having worked in the career job. Figure 4 shows

that if we redefine partial retirement as commencement of a bridge job within

2 years after departure from the career job, partial retirement rates were

0

2

4

6

8

50 55 60 65
age

men women

Figure 1. Fraction (percentage) of career job workers entering phased retirement,
by age and gender.
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Figure 2. Fraction (percentage) of career job workers entering phased retirement,
by industry and age group. Panel A: men and panel B: women.
Note. Temporary work is not an industry. Workers doing temporary work may be
engaged in any industry.
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multiple times higher than those of our original definition of partial retire-

ment as used in Figure 3. This suggests that partial retirement rates are

upward biased in studies using biennial data, implying that the demarcation

with unretirement (reentry) is not always very clear.14

Figure 3 shows that partial retirement was more frequent among men than

among women. This is consistent with the evidence provided by Thomson

(2007). At age 60, partial retirement rates show a similar jump as phased

retirement rates. The fraction of career job workers who retired partially was

between 0.3% and 0.8% per year for men and between 0.2% and 0.7% per

year for women. Partial retirement was far less frequent than phased retire-

ment in the Netherlands, both for men and women. This may be due to

phased retirement being more attractive for workers and employers than par-

tial retirement.

Workers may have preferred phased retirement over partial retirement for

several reasons, in particular as phased retirement may have offered both bet-

ter employment protection and higher wages. Phased retirement with the

same employer allowed the continued benefit from the solid employment

protection offered by the career job. In addition, when wages reflected the

marginal product of labor and the latter increased with firm-specific human

capital and tenure, workers who entered phased retirement may have kept

benefiting from their firm-specific skills that employer-switching bridge job

0

0.2

0.4

0.6

0.8

50 55 60 65
age

men women

Figure 3. Fraction (percentage) of career job workers retiring partially, by age and
gender.
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Figure 4. Fraction (percentage) of career job workers retiring partially, by age and
horizon. Panel A: men and Panel B: women.
Note. Definition partial retirement horizon: bridge job starts within 1 month
(baseline) or 2 years after the end of the career job.
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workers lost. Second, as severance pay was high and notice periods for older

career job workers were long in the Netherlands, those who involuntarily left

their career jobs tended to have high reservation wages (Euwals, De Mooij, &

Van Vuuren, 2009).15

Employers, likewise, may not have been favorable to creating bridge job

positions that facilitate partial retirement for older workers. In case of phased

retirement, employers were already hiring older workers. In case of partial

retirement, employers were going to hire older workers. In the latter case,

employers could have avoided hiring older workers with zero cost. Employ-

ers may not have wished to hire older workers because they had negative

stereotypes about older workers. Employers may have associated older work-

ers with factors such as resistance to change and adaptation problems to tech-

nology, such as computer technology (McGregor & Gray, 2002).16 Other

negative stereotypes that older workers may have been associated with by

employers are high labor costs and high absenteeism (Remery, Henkens,

Schippers, & Ekamper, 2003).

Table 1 shows the distribution of transitions from career jobs to bridge

jobs across industries for workers in the 52–64 age category in 2001–2007.

In total, there were 14,221 transitions for men and 3,339 transitions for

women. The rows show the number of transitions from career jobs in the row

industry to bridge jobs in the column industry as a percentage of the total

number of partial retirement transitions originating from the row industry.

Inter-industry inflow into bridge jobs, inter-industry outflow from career

jobs, and the number of career jobs in a particular industry are measured

as a percentage of, respectively, inter-industry inflow into bridge jobs,

inter-industry outflow from career jobs, and the number of career jobs in all

industries. We document a large heterogeneity in job mobility across indus-

tries, especially for women. For men, 25–65% of job switches from career

jobs to bridge jobs took place within the same industry. For women, this was

20–75%. The large fractions of partial retirement transitions involving job

transitions between industries indicate that job mobility across industries was

high. This is consistent with Johnson et al. (2009), who find that 27% of

workers employed full-time at age 51 to 55 change occupations by age 65

to 69. High job mobility across industries may suggest that workers and skills

in one industry could have been properly applied in other industries. There

were large shifts from career job workers employed in banking and insurance

to bridge jobs in commercial services and the public sector. There was a large

shift from career job workers employed in manufacturing to bridge jobs in

commercial services as well. Partial retirement rates for workers employed

in the female-dominated industries education and health care were low
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compared to their respective sector sizes. The relatively low partial retire-

ment rate for workers employed in health care may be explained by career

job workers entering phased retirement rather than partial retirement. Partial

retirement rates for workers employed in the male-dominated industries

banking and insurance and commercial services were high compared to their

respective sector sizes.

Retirement Decision Model

In this section, we estimate a multinomial logit model for labor force status of

workers who were initially employed in the career job. Multinomial logit

models are commonly used (Kim & DeVaney, 2005; Thomson, 2007) to get

a better picture of the heterogeneity in retirement rates across job and per-

sonal characteristics of career job workers. A valuable feature of these mod-

els is that they allow making a good comparison between the results for the

different retirement paths. The dependent variable in our multinomial logit

model distinguishes between five different outcomes: (i) workers can stay

in their career jobs, (ii) enter phased retirement, (iii) enter partial retirement,

(iv) leave the career job to reenter paid employment (or unretire) later on, or

(v) enter full retirement.17,18 Because the possible outcomes cannot be

ranked in a natural way, we use a multinomial rather than an ordered choice

model. We estimate the multinomial logit model for men and women sepa-

rately. We do so, because, as previously documented, there exist large differ-

ences in retirement patterns between men and women (also see Cahill et al.,

2013; Thomson, 2007).

Multinomial Logit Model

Continuing working in the career job is the base outcome in our multinomial

logit model. The independent variables in our model include variables on

demographic, income, and employment characteristics. Kim and DeVaney

(2005) and Thomson (2007) use variables on the same categories, and edu-

cation, health, and wealth. We do not have comprehensive enough data on

the latter three categories of variables for our sample. The demographic char-

acteristics variables include age minus 52, as well as its square and third

power, dummies for the frequent retirement ages of 60, 61, and 62 that equal

1 if an individual reached the relevant age in the year of observation and 0

otherwise, a dummy that equals 1 if an individual had the Dutch nationality

in the year of observation and 0 otherwise, a dummy that equals 1 if an indi-

vidual was married in the year of observation and 0 otherwise, and the
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age difference between the worker and his or her partner (spouse). If an indi-

vidual was not married, the dummy for being married equals 0 and the age

difference is set to 0. The variables on income and employment character-

istics include worker’s 1-year lagged wage income, a 1-year lagged dummy

that equals 1 if the partner retired and 0 otherwise, 1-year lagged wage

income of the partner, and a set of industry dummies. If an individual was

not married, the 1-year lagged dummy for the partner being retired and the

partner’s 1-year lagged wage income equals 0. Wage income of the worker

and the worker’s partner is measured in thousands of deflated euros.19 We

use the public sector as the base industry. The final independent variables

we include are year minus 2001, as well as its square and third power.

Results

Table 2 shows the average relative marginal effects on labor force status for a

representative male and female worker who are aged 59, are employed in a

career job in the public sector, and are married to employed spouses. Relative

marginal effects are marginal effects divided by the mean probability that a

worker enters a particular retirement path. We refer to the average relative

marginal effects as relative marginal effects in the remainder of this article.

Estimating relative marginal effects for representative workers with a partic-

ular value for dummies has the advantage that it provides a natural interpre-

tation of the relative marginal effects on the dummy variables. We estimate the

relative marginal effects for a representative worker aged 59, because 59 is an

interesting age in the presence of early retirement arrangements. In the remain-

der of this article, we refer to the representative male worker as men or male

workers and to the representative female worker as women or female workers.

Most relative marginal effects are significant at the 1% significance level.

The relative marginal effects on phased and partial retirement are in absolute

terms generally smallest and those on unretirement and full retirement are the

largest. The relative marginal effect of age on full retirement indicates that

the probability to retire fully jumped when workers turned 60. This is

explained by the presence of arrangements that allowed early retirement as

of age 60. There is a clear and significant difference between relative mar-

ginal effects for men and women, reflecting the differences in labor market

behavior between the two genders.20 The relative marginal effects of age on

phased and partial retirement are of the size and direction we would expect

them to be, given the phased and partial retirement rate changes between the

ages of 59 and 60 in Figures 1 and 3.
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Male workers who earned more during the previous year were more likely

to continue working full-time than to retire fully. This contradicts the finding

of Kim and DeVaney (2005), who find an effect with the opposite sign. The

relative marginal effect estimates of the industries show that there was a large

variety in retirement behavior across industries. The signs of these effects on

phased and partial retirement are in line with what we expected, given the

phased and partial retirement rates in the public sector (base industry) com-

pared to those in other industries as shown in Figure 2 and Table 1. Partial

retirement and unretirement rates were relatively low in female-dominated

industries such as health care and education. Although it is not straightfor-

ward to lend a precise interpretation to the particular industry differences, the

fact that industry mattered for the various transitions suggests the presence of

career path dependency for gradual retirement possibilities and outcomes.

The relative marginal effect of the age difference between the worker and

his or her partner on full retirement is negative for both men and women.

In other words, the worker’s probability to retire fully rather than continue

working full-time increased with the partner’s age. The mechanism underly-

ing this effect may be the coordination of retirement within couples. The

older the employed partner was, the more likely the partner was to retire.

Because the worker and the partner may have preferred to spend time together

after retirement (Gustman & Steinmeier, 2000), the probability that the

worker accepted an (early) retirement offer increased with age of the part-

ner.21 The relative marginal effect of full retirement of the partner in the pre-

vious year on the probability to retire fully is positive for men and women.

This may also indicate that couples coordinated their retirement.22 Wage

income of the partner in the previous year had a negative effect on the prob-

ability of entering phased retirement for men and women. It had a negative

effect on the probability to enter partial retirement and unretirement for men

and a positive effect on the probability to enter full retirement for women.

Wives with a low wage in the previous year may have entered phased retire-

ment, partial retirement, or have temporarily left paid employment. Men may

have responded to the retirement transition of their partners by also entering

phased retirement, partial retirement, or unretirement.

Sensitivity Check

For comparison, we estimate the multinomial logit model on labor force sta-

tus with partial retirement and unretirement being measured in alternative

ways. The length of the non-(wage) employment spells after departure from

the career job as used in the definitions of partial retirement and unretirement
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is extended from 1 month to 2 years. Hence, partial retirement is now defined

as any bridge job starting within 2 years rather than 1 month after departure

from the career job. Unretirement is redefined as reentry in paid employ-

ment that occurs more than 2 years rather than 1 month after departure from

the career job. The alternative definition of unretirement may be more

appropriate than its baseline definition, because it may capture less unem-

ployment and other nonretirement spells than the alternative definition of

unretirement.

As Figure 4 shows, the alternative definitions of partial retirement and

unretirement imply that a large share of transitions that were previously con-

sidered as unretirement are now considered as partial retirement. Table 3

shows the relative marginal effects estimated using the multinomial logit

model on labor force status that uses the alternative definitions of partial

retirement and unretirement. The relative marginal effects on partial retire-

ment are much larger than those based on the baseline definitions of partial

retirement and unretirement (that are displayed in Table 2). The relative mar-

ginal effects on unretirement are much smaller than those in Table 2. This

indicates that the way partial retirement and unretirement are measured can

make a large difference in the results.

Conclusions

Gradual retirement involves a slow or step-wise transition from working life

into retirement, allowing workers to smooth leisure and the marginal utility

of leisure. Phased retirement allows employers to keep workers who are pro-

ductive, or workers with firm-specific human capital, that would otherwise

have retired fully.

We analyze gradual retirement in the Netherlands, using administrative

data. We find that phased retirement is widespread in the Netherlands, but

we find that partial retirement has a limited prevalence. The latter is incon-

sistent with evidence on the United States provided by Cahill et al. (2013)

and evidence on OECD countries provided by Kantarci and Van Soest

(2008), who use biennial data and find that partial retirement is widespread.

Differences in findings between our study and existing studies can arguably

be attributed to definitions in partial retirement. We define partial retirement

as leaving the career job and entering a bridge job within 1 month. Studies

using biennial data may define partial retirement as working in the career job

in 1 particular year and working in the bridge job 2 years later. This definition

potentially captures a lot of unretirement, that is, workers who subsequent to

leaving their career job were out of the labor force for a while, and got

224 Research on Aging 38(2)
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reemployed later on. This causes a strong upward bias of partial retirement

rates. When we use a definition that is similar to the one used in studies using

biennial data, we find that partial retirement is multiple times more frequent

than it was when we measure partial retirement more precisely.

We argue that gradual retirement, and in particular, phased retirement,

may have clear advantages for both workers and employers over full retire-

ment. Yet, there are factors that may have limited the frequency of gradual

retirement. During the period studied, early retirement arrangements pro-

vided incentives to retire fully at relatively young ages, limiting the scope for

gradual retirement for workers at those ages. Employers’ reluctance to offer

part-time work may also have had a negative effect on gradual retirement

rates.

We observe that transitions from career jobs to a bridge job in another

industry were frequent, suggesting that the job mobility across industries was

high. The multinomial logit marginal effect estimates show that there was

substantial heterogeneity in partial retirement across industries. Phased

retirement rates varied substantially across industries as well.

Most articles in the literature study gradual retirement in countries other

than the Netherlands, including the United States. Gradual retirement is

more frequent in the United States than in the Netherlands. Early retirement

arrangements in the Netherlands during the period studied limited the scope

of gradual retirement. In the Netherlands, most individuals have accumulated

enough pension rights to be ensured of a stable income after normal retire-

ment with net replacement rates of up to 100%. In the United States, many

workers do not have this luxury and have to continue working to prevent

large income drops. Gradual retirement facilitates this, as workers at older

ages may not need, want, and/or be able to continue working full-time.

Further research is needed to find out to what extent particular measures

promote gradual retirement and what the net effect of the introduction of

such measures on the economy would be. Additional insights can possibly

be gained when more recent data become available, spanning the period dur-

ing which early retirement schemes have been fully phased out. Future

research is also needed to bring clarity on whether workers prefer or become

happier of retiring gradually rather than full-time at once.
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Notes

1. Early important contributions include articles by Quinn (1981) and Ruhm (1990).

We shall review a number of subsequent studies, including some that cover inter-

national data in the Literature Review section.

2. We refer to Gruber and Wise (2008) for a detailed comparison of pension systems

across countries (including the Netherlands and the United States).

3. There are approximately 80 pension funds. About 55 of these are profession-wide

or sectoral pension funds, while 25 are firm-specific.

4. For instance, early retirement arrangements of the public sector pension fund,

which is the largest pension fund in the Netherlands, required workers to have

contributed to the public pension fund continuously during the 10 years prior

to early retirement and to have contributed to the public sector pension system

during 40 or more years, depending on the year of birth.

5. For individuals born before January 1, 1950, early retirement benefits were taxed,

whereas premiums paid by workers and employers were exempted from taxation.

As the income of workers was generally higher than that of early retirees, and as

labor income was taxed at progressive rates, the marginal tax rate applying to the

early retirement contribution by workers was often higher than the marginal tax

rate applied to the early retirement benefits. This fact made early retirement very

attractive for both eligible workers and employers. For individuals born on or

after January 1, 1950, the tax advantage was abolished at the beginning of

2006 and early retirement arrangements for these individuals have disappeared

in recent years.

6. The original file names are Zelfstandigentab (1999–2008), SSB Banen (1999–

2008), SSB Personen (1999–2008), Doodsoorzaken (2000–2008), and PART-

NERBUS (2010). Statistics Netherlands only provides data that come from gov-

ernmental institutions. These data are rather limited in terms of the number of

variables. Data on pension benefits, for instance, are not available. Moreover,
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data are only available for certain years. Data on financial wealth, for instance,

are not available for the years of study.

7. For every of the years 2001–2007, we select observations on workers turning

52–64 in that year only.

8. We do not have access to a comprehensive and consistent series of hours worked

data for all years used (for instance, Cahill, Giandrea, & Quinn, 2006; Cahill et al.,

2013 condition on 1,600 or more reported hours per year). Our definition instead

conditions on income. The income value of 20,000 euros corresponds to about

125% of the annual minimum wage in 2008 at full-time employment.

9. We do not have access to information on self-employment at the same level of

accuracy (in particular spell data), and we disregard the self-employed in our ini-

tial sample. When we speak of (non-) employment following a career job, we

mean (non-wage) employment.

10. If multiple jobs start within 1 month after the end of the career job, the bridge job

is the job that starts first. If there is a tie between jobs starting first, the bridge job

is the job with the highest wage.

11. This definition may suffer from slight biases due to censoring. Alternative defi-

nitions making use of receipt of early retirement benefits are not possible with

our data.

12. Maestas (2010) and other contributions using the U.S. Health and Retirement

Study (HRS) identify transitions from wave-to-wave changes in current labor

market status.

13. Note that our sample starts with employees with a relatively long tenure who ben-

efit from strong employment protection. These individuals will thus be less likely

to make a voluntary transition away from their career jobs. The definition of

career jobs both in terms of tenure and in terms of income will provide for a rea-

sonably ‘‘clean’’ reference group, perhaps with the exception that some workers

may be drawing partial disability benefits with a large residual work requirement.

14. It should be mentioned, however, that some survey data sets contain self-reported

information on retirement status, which in principle may help to distinguish peri-

ods of job search when unemployed from periods of nonparticipation. Our data

do not, by design, contain such self-reported information.

15. Workers who were laid off due to their poor functioning did not have any

employment protection.

16. Based on negative stereotypes of employers about workers with respect to will-

ingness to learn and ability to use new technologies, we may expect bridge job

employers for jobs in which willingness to learn, or ability to use new technolo-

gies, is important, to be more reluctant to have hired older workers than others.

However, assessing or predicting in which industries willingness to learn or abil-

ity to learn new technologies is particularly important is not straightforward.
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Especially in the case of bridge jobs, if the job was new, workers had to learn new

skills and may have needed to use new technologies anyway.

17. Staying in the career job also includes leaving the career job and entering another

job within 1 month after leaving the career job if the next job pays more, equal, or

less than 10% less than the career job.

18. We do not consider the alternative employment exit route of retirement

through disability insurance (DI), because recently tightened benefit eligibil-

ity criteria have made DI a less common exit route (De Vos, Kapteyn, &

Kalwij, 2012).

19. We include 1-year lagged variables on wage income because lagged variables are

predetermined.

20. We test this by estimating our multinomial logit model on observations for men

and women, adding a dummy for being a female interacted individually with all

independent variables (and a constant) to the original model. The relative mar-

ginal effects of the interactions are jointly significant at the 1% significance level

(w2 value ¼ 3,441.90, corresponding p value ¼ .000).

21. The model only controls for 1-year lagged retirement status of the partner not for

retirement status of the partner in the current year.

22. Joint retirement and the joint leisure time effect have been extensively discussed

in the literature, for example, by Hurd (1990) and Pozzebon and Mitchell (1989).
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