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Introduction

The present dissertation traces how trends relating to globalization and demo-
graphic change impact on the labor market situation and retirement processes
of older workers. The work focuses on Denmark, which is often cited as a role
model for other OECD countries due to its specific institutional context and its
traditionally high labor market participation of older people. In addition, the re-
sults from this Danish country study are compared to findings from Germany
and the Netherlands, enabling an assessment of Denmark’s performance from a
cross-country comparative perspective. In that context, the empirical analyses
will combine an examination of observed experiences in both the late career and
the retirement process with how people themselves view their transition into the
state of retirement.

Starting Point and Scientific Contribution

In recent decades, labor markets in industrialized countries have been chal-
lenged by two macro-economic processes: globalization and demographic
change. Whereas the first development has led to a profound revision of em-
ployment relations, the second one is shifting the structure of work forces. But
depending on the national institutional frameworks, certain countries and, with-
in these countries, certain social groups are affected by these changes more than
others (Blossfeld et al. 2005; Blossfeld et al. 2006a; Blossfeld et al. 2006b; Bloss-
feld and Hofmeister 2006). This dissertation will take a closer look at older
workers as one of the groups that are affected particularly strongly.

I shall argue that increased global competition and the related employment flex-
ibilization along with cutbacks of welfare transfers have changed older people’s
working lives and their labor market exit processes. In times of increasing mar-
ket uncertainty and economic restructuring, many Western societies used to
rely on the strategy of pushing older workers out of employment through early
retirement (Borsch-Supan 2000; Gruber and Wise 1999, 2004). Whereas conti-
nental and southern European countries massively reduced the employment
rates of their pre-retirement-age population, this trend was less pronounced in
northern European and liberal welfare states. Nonetheless, we can observe a sys-
tematic pushing out of older workers in all Western countries starting in the
1970s (Blossfeld et al. 2006a; Borsch-Supan 2000; Ebbinghaus 2000, 2008;
Gruber and Wise 1999, 2004; Hoficker and Pollnerova 2006).

On the other side, European and Northern American societies are subject to se-
vere demographic aging. With declining fertility and rising life expectancy, the
imbalance between those claiming pensions and those contributing to the pen-
sion system is growing. The increasing share of older people is putting social
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security systems under substantial pressure while the labor forces of most mod-
ern nations are progressively shrinking and aging, resulting in massive labor
shortages. These developments have encouraged companies as well as the gov-
ernments of modern societies to change their strategy from sending older peo-
ple into early retirement toward maintaining them in the labor market. Indeed,
various efforts to increase the labor market attachment of older employees can
be observed (see, e.g., the EU Lisbon Agenda). In the meantime, most countries
have shifted their policies toward “active aging” in the sense of prolonged work-
ing life.

However, reforming social systems by postponing retirement ages is not popu-
lar. Nonetheless, it has worked for most countries that have made efforts to keep
older workers in the labor market, that is, to turn beneficiaries of transfers into
productive forces and contributors to the social systems. On the macro-level, the
labor market participation rates of older workers have risen in numerous coun-
tries. In many cases, however, these reforms have led to an increase in the risks
facing the individual because they have reduced the buffering function of the
welfare state against market risks and set new requirements that not everyone
has been able to fulfill. In that context, Breen (1997) hypothesized that with
market mechanisms gaining in importance, inequality patterns in a society will
intensify. Also, old age poverty is expected to increase because of the mainte-
nance or even deepening of labor market inequalities at the transition to retire-
ment. In order to avoid these developments, older workers must be enabled to
achieve an adequate pension level through, for example, improved opportunities
to continue or regain employment in their late careers or options to update their
qualifications to meet current labor market demands.

The country of Denmark is often cited as a role model in this respect, and that is
why it has been chosen as a case study for this dissertation. The combination of
certain, historically built up institutions and other, targeted policy reactions has
brought this small country top positions among the EU and OECD states for the
labor market participation of older workers and the social adequacy of its pen-
sion system. Consequently, it is said to be comparatively well prepared for the
challenges of global economic restructuring and demographic aging. Nonethe-
less, it is questionable whether Denmark could guide other countries in this re-
spect, because it has also enjoyed a beneficial economic situation since the mid-
1990s that has facilitated performance on the macrolevel and supported its role
as a precursor in the successful reversal of the early retirement trend. Further-
more, many countries have caught up in the meantime and thus challenge
Denmark’s role model status. Also, little is known about relevant developments
on the microlevel, in particular about the potential changes in inequality pat-
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terns, that is, about the situation of population groups that might have been left
behind despite the overall success story.

Consequently, the scientific contribution of this dissertation lies, first, in an
analysis of the development of individual late careers and retirement processes
in Denmark within the last decades and the respective influence of macrolevel
changes such as economic restructuring and fluctuations along with the politi-
cal reform of pension pathways. Second, in this context, it will observe social in-
equality patterns and potential changes over time regarding the situation of cer-
tain population groups in the late career and beyond the transition to retire-
ment.

Obviously, a comparative view is needed at this point. Many cross-country com-
parative studies, particularly those in the field of economics, include a wide
range of countries in their models and use standardized measures for institu-
tional variations (e.g., Blondal and Scarpetta 1999; Ebbinghaus 2006; Gruber
and Wise 2004; Hofiacker and Unt 2013). I argue, however, that this design fails
to account for country-specific idiosyncrasies and has therefore only limited ex-
planatory power. As a result, I compare the results of the Danish case study with
the respective results from only two further Western countries that I have cho-
sen deliberately: Germany and the Netherlands. Their institutional contexts and
their reform pathways in respect of the labor market integration of older work-
ers deviate to various degrees from the Danish case: The German context is dif-
ferent in most respects, whereas the Dutch case takes an intermediate position
sharing some Danish and some German characteristics. Contrasting these
countries should help to identify the role of the institutional context in shaping
late careers and retirement transitions. Accordingly, the scientific contribution
of this dissertation includes, third, a cross-country comparative analysis of de-
terminants of retirement processes on the micro-level, with the aim of putting
Denmark’s reputation as a showcase to the test.

The drivers of (early) retirement in a cross-country comparative way have al-
ready been examined in several studies, mostly by focusing on the role of na-
tional social security systems (e.g., Blondal and Scarpetta 1999; Blossfeld et al.
2006; Blossfeld et al. 2011; Ebbinghaus 2006; Gruber and Wise 2004). Neverthe-
less, the underlying decision process has remained mostly unclear because
these and other studies have concentrated on objectively measurable determi-
nants and observed behavior. I argue, however, that the individual’s view is
equally essential for understanding the mechanisms that lead from the institu-
tional background to the observable outcome. It is only when we understand
why older workers decide to leave the labor market that we shall be able to create
an environment enabling older workers to opt for longer labor market participa-
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tion. Hence, I do not just describe the evolution of the observable outcome of
late career transitions (i.e., the respective points in time when they take place),
but also include the people’s view on their individual retirement transitions.
Whereas taking both perspectives makes it possible to assess the power of di-
verse influence factors, their combination aims to reveal the underlying mecha-
nisms; that is, to cast light on the “black box” within which institutional contexts
shape retirement behavior. Finally and fourth, this dissertation thus aims to con-
tribute to gaining a more comprehensive understanding of retirement processes
and related patterns of inequality by integrating two views on retirement: the
objective observation of the respective point in time as well as the subjective as-
sessment of the individual transition.

In summary, this dissertation seeks answers to the following questions:

(1) Is Denmark’s older population comprehensively prepared to meet the chal-
lenges of globalized labor markets and changed policy frameworks?

(2) Does Denmark perform better in this respect than Germany and the Nether-
lands; and if yes, why?

(3) How are retirement decisions made within different national contexts, and
what additional knowledge can be gained by combining both objective and
subjective perspectives on the transition to retirement?

Structure of the Dissertation

In chapter I, I develop the conceptual background for this dissertation by explain-
ing the impact of globalization and demographic aging on inequalities in late working
life and retirement. I shall start from a global point of view and describe the impli-
cations of macrolevel changes for late careers and social inequalities, beginning with
an explanation of the impact of globalization and accelerated economic change on
older worker’s labor market situation and continuing with an illustration of the
phenomenon of demographic aging. Both trends resulted in reforms of pension sys-
tems as a response to an increasing strain on welfare state budgets and, eventually, in
consequences for social inequalities among the elderly population.

Because the degrees to which older workers are affected by these developments
depend on a set of different factors, I proceed by explaining the determinants of
labor market exit processes on the macro-, meso- and microlevel. Among the fac-
tors on the macrolevel, I distinguish between pull factors (pension systems and
incentives for early retirement), push factors (economic cycles and the demand
for older workers’ labor) and stay factors (promotion of the employability of older
workers). Mesolevel determinants refer to workplace characteristics and microlev-
el factors refer to individual characteristics. Both have proven to be influential for
retirement decisions alongside institutional incentives and disincentives for
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staying in or leaving the labor market. Afterwards, I present a theoretical model
that links the three levels and summarizes how the various factors shape re-
tirement processes.

The third subsection of chapter I includes the descriptions of selected national
contexts as frameworks for late career employment and retirement. First, I present
the reasons for the selection of countries studied in this dissertation, that is, why
Denmark was picked as a case study and why Germany and the Netherlands are
adequate to serve as comparative cases. Afterwards, I illustrate push, pull, and
stay factors as well as further country-specific characteristics of the respective institu-
tional context for all three countries.

Based on the discussion so far, I then develop research questions regarding the
historical development, social inequality, and cross-country differences in retirement
transitions that I shall answer with help of the empirical analyses. Here I shall
also clarify why two perspectives on retirement transitions are needed and de-
fine the objectives under study.

Chapter I concludes with hypotheses on the development and determinants of late
career patterns and retirement decisions since 1980 derived from previously dis-
cussed theoretical concepts, the empirical literature, and country-specific insti-
tutional backgrounds. The hypotheses are divided into, first, those referring to
the showcase Denmark before, second, those that are expanded to cover country-
comparative expectations.

Chapter 11 presents the data and methods used for studying retirement processes in
Denmark, Germany, and the Netherlands from two perspectives in order to answer
the research questions presented above. Setting the focus on transitions, first, ob-
served labor market experiences and retirement behavior will be analyzed with help
of longitudinal administrative data (in the Danish case) or panel survey data (in
the German and Dutch cases). The focus on perceptions, in contrast, will be im-
plemented by using survey data from the SHARE project and is targeted toward
subjective views on retirement transitions.

Chapter III reports the empirical results on the objective and subjective views on
retirement transitions and contrasts the Danish showcase with results from Germany
and the Netherlands. Corresponding to the dyadic research design, this chapter is
split into two parts: First, it analyzes observed pathways into retirement, disclos-
ing the respective development of inequality patterns in the late career and beyond
retirement since the 1980s in the three countries under study. After presenting
detailed results on the late career and labor market exit trends in Denmark includ-
ing a closer look at the “pioneer in active aging,” it briefly summarizes related anal-
yses of labor market exit processes in Germany and the Netherlands by presenting
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comparative views on these “early exit neighbors.” The first empirical part ends with
a short preliminary conclusion on the development of social inequalities among older
Danes, Germans, and Dutch.

The second part of chapter III returns to the topic of labor market exit and fo-
cuses on individual perceptions of retirement, that is, on the impact of changing
frameworks on people’s view on retirement. Again, I begin by exploring the state-
ments of Danes on their own transitions to retirement followed by rather similar
analyses for Germany and the Netherlands based on data from the Survey of
Health, Aging and Retirement in Europe (SHARE). This section also ends with
a preliminary conclusion on the patterns of retirement perceptions in Denmark, Ger-
many, and the Netherlands.

Chapter IV represents a synthesis of the results of chapter III; that is, summariz-
es the empirical findings and then answers the three main questions listed
above by integrating objective and subjective perspectives on retirement. In other
words, I shall address (1) the performance of Denmark for sustainable and
comprehensive “active aging,” (2) a comparison between the three countries in
this respect, and (3) the additional knowledge regarding the decision-making
process generated by the dual perspective on retirement transitions.

The dissertation ends with a closing chapter V that not only recapitulates the
theoretical arguments from chapter I and the most important findings of the
two empirical studies presented in chapter III, but also gives recommendations
for policymakers and discusses the limitations of this research.
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| Conceptual Background:
The Impact of Globalization and Demographic Aging on
Inequalities in Late Working Life and Retirement

In recent decades, older workers have found themselves in a specific dilemma:
On the one hand, they have often been perceived as an unattractive workforce in
restructured, flexibilized, and service-oriented labor markets. Accordingly, many
older workers were either sent into early retirement or confronted with a desta-
bilization of their late careers. On the other hand, with demographic aging pro-
gressively striking all Western countries, older workers were needed to fill plac-
es in shrinking national workforces and to contribute to the social systems. As a
result, many nation states shifted their strategies from offering generous early
exit pathways toward making efforts to prolong working lives. However, coun-
tries differed not only in the design of these reforms but also in the extent of
their success and how far the new conditions actually changed the situation of
older workers (Blossfeld et al. 2011).

In the first chapter, I shall develop the conceptual framework for this disserta-
tion by explaining what needs to be taken into account when studying late ca-
reers and retirement transitions. In this context, older workers are conceptual-
ized as rational actors trying to maximize their benefit in line with rational
choice theory. As Coleman (1990) describes, individual behavior is influenced by
macrolevel structures; and individual decisions, in turn, shape macrolevel phe-
nomena. In the context of retirement processes, macrolevel trends such as glob-
alization and demographic aging impact on individual retirement decisions
through the filter of national institutional settings (Buchholz et al. 2011).
Changes on the macrolevel and respective adaptations of the institutional set-
tings are thus able to change individual retirement behavior; and this, in turn,
has the power to generate the early retirement trend as well as its reversal.
However, not only macrolevel conditions but also meso- and microlevel deter-
minants play a role in individual retirement decisions. Moreover, analyses need
to supplement objectively measurable factors with subjective assessments in
order to gain a comprehensive understanding of individual decision making.

In the following sections of chapter I shall report on what is already known
about retirement processes in Western countries in the last decades. I shall
begin by clarifying my understanding of “globalization” and expanding on the
meaning of “demographic aging.” Furthermore, I shall describe why both pro-
cesses increasingly burdened welfare state budgets and how they led to the re-
form of pension systems. Also, I shall sketch related consequences for social
inequalities among older workers and retirees (section 1).
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Afterwards, I shall explain the role of the several forms that the determinants of
labor market exit processes can take on all three levels (macro, meso, and micro)
while simultaneously emphasizing the institutional settings divided into pull,
push, and stay factors. Subsequently, I shall explain my theoretical model that
links together the three levels and describes how the various determinants
shape retirement behavior (section 2). Up to this point, I shall use a diversity of
countries to exemplify national impacts and implications because either the
trends described are global or the classifications applied are theoretical.

From these overall tendencies, I shall then explain why Denmark is particularly
suitable as showcase for a study on retirement processes and give reasons for
my further selection of Germany and the Netherlands as reference countries.
Subsequently, I shall illustrate the respective country-specific frameworks in
these three countries using the previously introduced categorizations (section
3).

Then I shall derive my research questions from these descriptions of theoretical
concepts combined with the detailed reports on the empirical findings on the
field of retirement and on the institutional contexts in the three countries under
study. I shall try to answer these questions with the help of the empirical anal-
yses in chapter III. In this context, I shall also explain how both empirical stud-
ies are linked together while also expanding on the specific scientific contribu-
tion to be gained from combining the two perspectives (section 4).

Afterwards, I shall develop relevant hypotheses that will, in a first step, focus on
the case study Denmark and refer to the development over time of both retire-
ment processes and social inequality patterns in this country. In a second step, I
shall address both aspects again when formulating my country-comparative ex-
pectations (section 5).
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1 Implications of Macrolevel Changes for Late Careers and Social
Inequalities!

This work focuses on retirement processes and their development in a time-
variant as well as cross-country perspective. Before addressing the determinants
of labor market exit processes more specifically, I shall describe the historical
and theoretical background from a global point of view and briefly review earlier
research in this field.

a The Impact of Globalization and Accelerated Economic Change

In the last decades, various definitions of “globalization” have been proposed
and rejected, with arguments relating to quite diverse phenomena and process-
es (Alasuutari 2000; Castells 2000; Fiss 2000; Guillén 2001; Ohmae 1990; Rob-
ertson 1992; Sutcliffe and Glyn 1999). Critics such as Alasuutari (2000), for ex-
ample, do not accept globalization as a phenomenon exclusive to the 20th centu-
ry, arguing that the more recent developments in politics, economics and tech-
nology summarized under this term are nothing new but have been effective for
centuries. Along these lines, Sutcliffe and Glyn (1999) also consider the process
of globalization to have been misinterpreted and its consequences to have been
overrated. However, when used as a synonym for the expansion of capitalism,
they also regard it as being responsible for a range of economic and social con-
sequences such as the decline in agricultural production and the growth in fe-
male labor market participation.

Regardless of whether it is considered a new phenomenon or not, globalization
has become the dominant catchword to label the processes involved in those
rapid changes to the economic, social and political world that have led to grow-
ing worldwide interconnectedness (Robertson 1992). The intensity and scope of
cross-border relationships has risen enormously since the 1980s. This applies
not only to economic relations, but also to developments in information tech-

The processes and mechanisms described in this and the following section build on concep-
tual work conducted together with my colleagues in the flexCAREER project, namely Hans-
Peter Blossfeld, Sandra Buchholz, Karin Kurz, Annika Rinklake and Paul Schmelzer. As a con-
sequence, I partly follow the line of argument drawn in the introductory chapter of the volume
Aging Populations, Globalization and the Labor Market. Comparing Late Working Life and Retire-
ment in Modern Societies, edited by Hans-Peter Blossfeld, Sandra Buchholz and Karin Kurz in
2011. However, the conceptual framework has been expanded, substantiated and even modi-
fied in several aspects, for example regarding the influence of demographic aging and the con-
sequences for social inequalities as well as regarding the determinants of labor market exit
processes.
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nology, cultural exchange and social ties (Alasuutari 2000; Castells 2000; Dreher
2006; Held et al. 2000; Raab et al. 2008; Robertson 1990; Sutcliffe and Glyn
1999). Thanks to innovations and rapid progress in information technology, the
cross-border exchange of knowledge and goods has intensified and thereby
opened up not only new markets for companies but also new opportunities for
individuals.

Nowadays, most social scientists assume that the globalization process is char-
acterized by the simultaneous co-action of four macro-structural trends that
have become increasingly dominant, particularly since the 1980s. These are:

1. The increasing internationalization of markets and the associated
growth in competition between countries with very different wage and
productivity levels, as well as different social and environmental stand-
ards.

2. The intensification of competition between nation-states and resulting
tendency for modern states to reduce business taxes and to engage in
deregulation, privatization, and liberalization, while also strengthening
the market as a coordinating mechanism.

3. The rapid, worldwide networking of persons, companies, and states
through new information and communication technologies, and, as a
result, the increasing global interdependence of actors, along with the
increasing acceleration of social and economic interaction.

4. The fast growth in the importance of globally networked markets and
the accompanying increase in the interdependence and volatility of lo-
cal markets that are ever more vulnerable to unpredictable social, polit-
ical, and economic “external shocks” and events throughout the world
(e.g., wars, economic crises, subprime mortgage turbulences, oil price
shocks, consumer fashions, technological innovations) (Blossfeld
2009:302).

Globalization has certainly increased productivity and improved the general
standard of living in broad population strata of modern societies. Worldwide
competition has now made a wide range of products and services available and
affordable for a broad public. Nonetheless, the citizens of modern societies face
several changes that impact deeply on their daily lives and life courses, with old-
er workers being affected more strongly for the following reasons:

(1) The increased importance of knowledge, information, and their attendant technol-
ogies.

Older workers usually possess outdated technological knowledge that makes it
harder for them to adapt to accelerated technological and structural change
compared to younger employees who have just recently completed their educa-
tional careers and vocational training. In addition, re-qualifying the older work-
force is often perceived as too costly in light of poor returns due to only few
years left in employment. Moreover, “seniority wages” frequently lead to costs
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for older employees that are disproportionally high compared to their productiv-
ity. In summary, on globalized labor markets, older employees are perceived to
be not only inadequately qualified but also cost-intensive staff (Buchholz et al.
2006).

(2) The growth of the service sector and the accompanying expansion of structural un-
employment.

The increasing international division of labor has led to a rapid reduction and
transformation of older industries and the creation of new product and service
sectors in Western countries (Castells 2000). This has included a strong pres-
sure and need to relocate or even dismiss workers. In many cases, these were
older workers who were overrepresented in declining industries. Moreover, due
to their lack of adequate qualifications, they could not easily be transferred to
service jobs and thus often ended up in long-term unemployment.

(3) The progressive demand for flexibility on the labor market.

As just said, older workers were often perceived to be disproportionally costly
and inflexible because they could rarely be assigned to tasks related to new
technologies and services. Many companies and policymakers in Western in-
dustrialized countries who were concerned with the attractiveness of their na-
tional business location have therefore responded to these problems by offering
older employees incentives to leave the labor market early (Buchholz et al. 2006;
Ebbinghaus 2000, 2008; Gruber and Wise 1999, 2004).

(4) Growing uncertainty regarding future developments.

Regarding this point, older workers were not faced with higher uncertainty, but
even benefited from long-term financial security because the steady awarding of
early retirement pensions (or any kind of welfare transfers fulfilling this func-
tion) guarantees early-retired financial security in an increasingly uncertain
economic world. Labor market entrants, in contrast, are highly exposed to “non-
standard” employment resulting in economic insecurity, and they therefore of-
ten delay or even forgo family formation (e.g., Blossfeld et al. 2005; Ebralidze
2012).

(5) Intensified competition between individuals, firms and nation states.

Governments also had an interest in implementing early retirement schemes,
because they provided an effective and “socially peaceful” instrument with
which national economies could keep the qualification structure of their work-
force competitive and offer incentives for companies to keep their production
within the country. Furthermore, early retirement schemes that encouraged
older workers to leave the labor force early (and offered younger workers the
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chance to find jobs in the labor market) provided an effective means of lowering
the unemployment rate of a nation, particularly in those countries with a high
level of structural unemployment (i.e., long-term unemployment). Consequent-
ly, although early retirement programs were quite expensive, they seemed to be
advantageous for all relevant actors who faced the consequences of accelerated
structural change and future uncertainty in the labor market—that is, employ-
ers, employees and governments.

It is thus not surprising that the globalization trends described above have con-
tributed notably to a spread of early retirement pathways since the 1970s. How-
ever, although the massive use of early retirement seemed to be an appropriate
and effective measure throughout the 1980s and 1990s, this has strongly
changed in the more recent past. The reasons will be explained in more detail in
the next sections.



31

b The Phenomenon of Demographic Aging

The early retirement trend has been accompanied by the spread of another in-
ternational development in most Western countries: population aging. The pace
and extent of this phenomenon varies greatly, largely depending on the path of
declining fertility, with severe aging expected in Germany and in Southern and
Eastern Europe (Mason and Lee 2011). Among several other reasons such as the
general availability of effective contraceptives, globalization is said to be a driv-
ing force for declining fertility because—as just mentioned in the previous sec-
tion—the uncertainty regarding future events has grown and resulted in unsta-
ble social relations and delayed family formation, often leading to the complete
abandoning of reproduction (e.g., Blossfeld et al. 2005). As a result most EU and
OECD countries are faced with shrinking populations and—the actual prob-
lem—shrinking workforces.

Figure 1.1: Fertility rates in selected OECD countries in 1970 and in 2010
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Source: OECD (2013d), own illustration.

Figure 1.1 presents differences between fertility rates in 1970 and in 2010 for
several OECD countries. Whereas most countries easily surpassed the replace-
ment level in 1970, only Ireland can still hold it in 2010. With the exception of
Sweden and Finland (that both show a tiny growth), all countries experienced
what has been, in most cases, a massive shrinkage in fertility within these 40
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years. Together with Sweden and Finland, however, Denmark’s values are ra-
ther exceptional in this context: being among the few countries that did not
reach replacement level in 1970, their rates in 2010 were comparatively close to
the levels back then. As a result, fertility rates of around 1.9 place all three of
them in the upper half of the country range in the latter year and make them
clearly above the contemporary OECD average (1.7). Nonetheless it is vital to
consider that Figure 1.1 depicts two cross-sectional measurement points and
does not deliver any information on how the rate developed between them.
Knudsen (1999) has pointed out, for example, that the Danish fertility rate had
also declined after 1970 and reached a bottom value of 1.4 in 1983. Afterwards,
fertility increased again, due to several reasons such as the economic recovery
after the oil crisis and child bearing among women beyond age 30 who had pre-
viously postponed reproduction.

Figure 1.2: Percentage of the aged population (aged 65 and over), 2000-2013, selected 