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Abstract 

The purpose of this study was to examine the role of information and its impact 

on the retirement decision. Two aspects of information were examined; the 

first displays the characteristics which informed individuals, and the second 

shows how certain information affected their decision to leave the labour 

market or to continue working after the age of 65. Our results confirm that 

being male and having a higher average labour income increases the 

probability of being well-informed about the pension system. Conversely, 

being a female, having a lower education or few skills, suffering from poor 

health, working in the public sector and being self-employed all have a 

negative impact on the likelihood of being well-informed. In regards to the 

effect of information on the retirement decision, the empirical results show us 

that a majority of the well-informed individuals will leave the labour market 

before the retirement age of 65. Generally speaking, those who remain 

employed will not take information into account when it comes to retirement 

planning, since majority of them have other motives than pure economic 

considerations.  
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1 Introduction 
Over the years, Sweden, like many other post-industrial countries, has 

experienced an increase in education levels amongst the population, resulting in  later 

entry into the labour market. Data also shows that recent generations within the 

workforce have retired earlier than their preceding cohorts,  leading to a shorter time 

spent in the labour market. This issue, combined with an increase in the ageing 

population, impacts the financial stability of the pension system negatively (Anxo et 

al., 2019) 

The best scenario is for individuals’ to start gathering information and get a 

clear understanding about their pension plans in the early years of their careers, to be 

able to retire at the optimal age. However, a majority of the Swedish population are 

not well-informed about the pension system and do not have a real saving plan for 

retirement (Palme, Sundén & Söderlind, 2007). Burtless (2006) describes how most 

employees might assume that gaining information is a waste of effort due to the 

complexity of the pension system. Therefore, individuals’ might choose not to get into 

details about the system and take a passive stance about it. Retirement saving is a 

process where you pay the cost early on in life and receive the benefits later at 

retirement. The cost of obtaining knowledge is paid now by putting time and effort 

into the search whereas the gain of the correct retirement decision comes later. 

Therefore, if the return on the individuals’ investments in knowledge about the 

pension system are expected to be low, it may lead people to postpone their retirement 

planning (Allen, Clark & Morris, 2012). Lack of knowledge can, therefore, be 

observed as the pension system is complex and hard to comprehend (Palme, Sunden 

& Söderling, 2007. 

Standard economic models such as the life cycle model assume that 

individuals are rational and forward-looking. Moreover, they will allocate resources 

over time optimally given that perfect knowledge is provided about the pension 

system. However, this assumption has not obtained support in empirical studies. 

Available information to individuals’ is often imperfect. Therefore, gathering enough 

information to make an optimal decision requires time and effort, due to the
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fact that the pension system is being increasingly complex and or excessively hard to 

comprehend. (Barrett et al. 2015)  

Drawing on survey data linked with longitudinal administrative data on 20,000 

individuals in Sweden, this essay investigates the following question : What factors 

influence individuals´ knowledge about their pension around the time of standard age 

of retirement? How much does this information affect individuals’ decision to retire 

or influence their incentive to continue to work after age 65?  

The purpose of this essay is to discuss and highlight the characteristics which 

increases the probability of being well-informed about the pension system. Moreover, 

how the information obtained will influence the workers’ retirement decisions. We 

believe that identifying the main characteristics of the well-informed, together with 

those who are not, will  assist policymakers to find more effective ways to solve the 

issue of insufficient information about the pension system.  

Our main interest and concern for this topic is to understand why the Swedish 

pension system, while being relatively accessible in terms of information, leads to a 

large proportion of individuals who lack information about the pension system. 

1.1 Contextual framework: The Swedish pension 
system and information channels  

The Swedish pension system is flexible compared to other pension systems. 

Individuals’ can influence the funding of their pension savings by choosing between 

hundreds of funds and stocks. Moreover, the time of withdrawal from the labour 

market is flexible. An individual can combine work and retirement benefits from the 

age of 61. As a result, understanding the pension system and how it works is highly 

important for the individual’s decision about pension savings and the timing of 

retirement.  

By working and paying taxes in Sweden, workers are included in the Swedish 

pension system. The pension system is built on three pillars which contribute to the 

individual’s pension benefits. The pillars consist of a public pension, occupational 

pensions, and a private pension. Public and occupational pensions are usually the most 

substantial sources of income after retirement. Pension payments are calculated based 
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on previous earnings and funded savings on number of years that an individual has 

been working. It is possible to withdraw pension benefits as early as 61 years of age, 

but this will reduce the amount of pension benefit payments.  

The public pension provides information in the form of statements about 

balances in the worker's notional accounts, as well as the expected monthly benefits. 

However, this can differ depending on which public pension sends out the 

information. Information is not as easily accessed for occupational and private 

pensions compared to state pensions. However, the Swedish pension authorities’ 

website has information on the different pillars, along with a large amount of advice 

for retirement planning. Therefore, it should be taken into consideration that despite 

the availability of information regarding the pension system, its pillars and their 

contents are not easily understood for individuals who are not familiar with pension 

systems in general.  

The previous pension system before the reformed Income- and Premium 

pension was the so called ATP system. The ATP system calculated the individual's 

pension payments based on the 15 best years of earnings in a period of 30 working-

years. When the reform was implemented, it was decided that individuals born 

between 1938 and 1953 should receive part of the earnings-related ATP pension, as 

well as part of  the current premium and income pension. The younger the individual 

is, the higher the share of income and premium pension. The cohort born in 1938 will 

thereby obtain  their pension from the old earnings-related ATP system (Barr, 2013) 

In Sweden, information pertaining to retirement plans and their mechanisms 

are easily available and accessible on the Swedish pension authority website. 

Individuals can also meet authorities personally at their offices in various regions of 

Sweden. Moreover, the so called “orange envelope” is sent out every year which 

provides individuals with directions for where to obtain information, including their 

current account balance, as well as their lifetime earnings in the labour market. 

However, in this case, since the individuals in the data are partly included in the old 

pension system, the orange envelope is not familiar to them during a large part of their 

working life (Holzmann & Palmer, 2006).  
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In conclusion, Sweden has many channels where people can receive 

information about the pension system. Information is therefore relatively easy to 

access and obtain in Sweden compared to other countries. Not only is it easy to obtain 

information, it is also sent out by usual mail every year. However, difficulties do not 

lie in gathering information, but rather in processing it and applying it to the 

individual’s plan. Since the Swedish system is flexible and provides many 

opportunities, it can be challenging to decide which combination is optimal for the 

employee’s retirement goals.  

This report is structured in eight sections: The second section contains a 

review of previous literature. Section 3 consists of the theoretical framework. Section 

4 explains the method and models applied. Section 5 describes what type of data is 

used and which survey questions are included. Section 6 analyses  the results of the 

regressions . Section 7 is a discussion of the results. Section 8 contains the conclusion, 

limitations and suggestions for future research.  

2.  Literature review  
There is limited previous literature focusing on the role of worker's 

information and knowledge about the Swedish pension system. Therefore, this 

literature review consists of literature from other countries, mainly the US; however, 

the focus is on our research questions which asks what characterizes a well-informed 

individual and what role does information have on the retirement decision.  

2.1 Research based on characteristics of the well-informed 
Lusardi (2003) reviews theories like the intertemporal optimization model, 

which assumes that people make plans and save according to their expected lifetime 

income. However, what these theories do not include is the costs of obtaining 

knowledge about a complex pension system. In addition, retirement planning is not a 

"learn from your mistakes" concept; neither is there any institutions that protect the 

employees’ from making the wrong retirement-decisions. Lusardi studies the 

characteristics of the individuals that obtain less information in the US. The author 

found that the respondents with less information are typically younger, although a 
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noticeable percentage of them are older employees. Other characteristics are lower 

education levels and lower earnings.  

Results from Mitchell's (1988) study on worker's level of information in the 

US show that some factors lead to more knowledge than others, such as union 

membership, higher income, higher education and seniority. The result also shows 

that minorities are less informed than whites, but overall women are better informed 

than men. These characteristics lead to higher knowledge of the pension system; it 

can be concluded that individuals with higher expected pension benefits will put a 

more substantial effort into investment in information and learning. 

Gustman & Steinmeier (2001) show that the misinformation and lack of 

information about retirement schemes and benefits are quite common  among 

employees. The essay shows that those with less education, less wealth, women, and 

minorities are less informed about their benefits, which is consistent with previous 

studies mentioned above, where higher expected benefits will lead to more investment 

in knowledge. Family situations, being unmarried or having siblings that are retired 

also decreases the likelihood of being well-informed and have a retirement plan. 

Individuals with union memberships and a high level of education have an increased 

probability of knowing what their budget constraint looks like, and will therefore, 

make a more optimal choice than those with less information.  

2.2 Research based on the role of information on the retirement 
plan 

Finseraas & Jakobsson (2014) examined the impact that information about 

pension systems has on retirement plans. Since there was a reform in Norway’s 

pension system in 2011, they decided to study whether newly provided information 

about the new pension system changed people’s retirement plans or not. As stressed 

by the authors , many employees have weak individual incentives to invest in 

information about the pension system themselves because the cost of learning is paid 

now, meanwhile the gain of the knowledge is received later, at the time of retirement. 

Therefore, Finseraas & Jakobsson (2014) reduced the cost by providing information 

to see if that would make a change in their retirement behaviour. After sending out 

information to their treatment group they mailed out surveys to both the treatment- 
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and control group. The surveys were sent six days after the information was given. 

Finseraas & Jakobsson (2014) found that those who received information did indeed 

have greater knowledge about the pension system. However, there was no change in 

retirement plans found in the treatment group. According to the authors, this could be 

explained by the fact that they already had optimized their choices or that there was 

not enough information for the treatment group, the authors being inclined to favour 

the latter explanation. Therefore, knowing how the system works is one factor, but 

knowing how to optimize one's pension plan is another. Both are necessary to 

optimize retirement decisions.  

Mitchell (1988) studies the lack of information regarding pensions and concludes that 

it can be a reason why individuals do not save an optimal amount, are changing 

occupation or are retiring too early. 

Mastrobuoni (2011) conducted a similar study as Finseraas & Jakobsson, 

where he examined people calling the Social Security Administration in the US to 

gain information about their social security benefits. The study showed that the efforts 

put in by these individuals lead to an increased knowledge about the system and 

benefit availabilities, although it was not sufficient to influence their retirement 

choices.  

As both Mastrobouni (2011) and Lusardi (2008) showed, there is a weak 

relationship between imperfect knowledge and retirement outcomes. An 

overestimation of benefits received in the future will lead to a later retirement age than 

expected since the employee will not have the accumulated wealth they expected at 

that time of retirement.  

It could be emphasized that the US pension system differs a lot from the 

Swedish pension system, as the US pensions are mainly based on private pensions 

provided by employers, insurance companies and other channels. The social security 

system is a benefit program made by the federal government, where they provide post 

labour market benefits for US citizens with social security numbers. However, in 

order to be eligible for this benefit, one must be employed. For each working year, the 

individual receives credits in order to gain benefits once retirement begins.  Although 

the US pension system differs in many ways, the characteristics of the well-informed 



 

 
 

7 

and the consequences of a lack of knowledge are similar, and this is the main focus of 

this section. 

3. Conceptual framework 
3.1 Who is well-informed?  
Hypothesis age: 

Gustman & Steinmeier (2001) show us that a lack of information about 

retirement benefits is common amongst employees. A large proportion of  workers 

close to the retirement age have yet to think about or plan for their retirement (Landahl 

and Österström, 2014). However, studies have shown that workers closer to retirement 

do have more knowledge about the pension system (Allen, Clark & Morris, 2012). 

These results indicate that workers who are close to the normal retirement age might 

be better informed about the pension system compared with younger workers. 

However the regression in this essay only measures the effect of an age interval 

between 63 and 74 years old.  

Hypothesis gender:  

Information is more valuable for an individual when the expected benefits are 

high. When it is efficient and more beneficial to gather and process information, 

employees will be more willing to invest their time in doing so. Given that it is costly 

to obtain information, the level of knowledge across individuals will differ immensely 

(Mitchell, 1988). Nevertheless, females are more likely to experience disadvantages 

on the labour market as they are more likely to have lower income over their life cycle, 

due to family life and part-time work. Due to disadvantages, females are pressured to 

obtain knowledge to compensate for the loss of retirement income. This will, in turn, 

promote a more continuous working life so that they are able to make optimal 

retirement decisions...  

Hypothesis education level:  

There is heterogeneity amongst employed individuals’ in terms of their 

knowledge regarding financial issues in general, and the pension system in particular, 

which links to their level of education. The complexity of the pension system makes 

it hard to obtain knowledge and comprehend information, which in turn makes 

information gathering costly. As a result, it is expected that a raised level of education 
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will increase the simplicity of understanding information about the pension system. If 

individuals lack the necessary knowledge needed to make an optimal decision, they 

will follow established norms about retirement behaviours (Burtless, 2006).  

However, employees in the US with high education are less likely to follow retirement 

norms and herd behaviour (Chan and Stevens, 2008). Therefore, the likelihood of 

being well-informed should increase with higher education, or cause one to not follow 

prevailing norms regarding retirement decisions.  

Hypothesis occupation/skill level:  

To control for socioeconomic status, one may use the occupation or the level 

of education as described above. A variable based on skill level controls for the 

worker's occupation, which is important information since one can have a high level 

of education, yet work in a low-skilled dominated occupation. Barrett et al. (2013) 

examine the lack of pension knowledge in Ireland. They observe a significant decline 

within the socioeconomic status, which shows that an unskilled worker has 22.9 

percent higher probability of being unable to estimate their monthly future retirement 

earnings compared to managers and professionals. The Irish pension system 

resembles the Swedish system which incorporates the three-pillars discussed earlier. 

Mitchell (1988) shows us that employees in the US, with longer tenure, higher skill 

level and better occupancy will gather more firm-specific capital which will be useful 

when understanding the firm’s pension provision. An example could be working as a 

lawyer compared to a cleaner.  

As the Irish pension system is similar to the Swedish, it should be possible to 

observe the same outcome in Sweden, of which workers in occupations with a higher 

skill level will be well-informed to a greater extent. Also, high-skill occupations will 

undeniably result in higher earnings; and a worker with a high income on the labour 

market will also have high retirement benefits. When expected benefits are high, it 

will be more beneficial to gather and process information. Therefore, employees will 

be more willing to invest in doing so (Mitchell, 1988).  
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Hypothesis foreign born: 

As foreign-born individuals’ may experience disadvantages on the labour 

market, they should compensate for this by planning for retirement  beforehand, 

however, they may lack the knowledge. Mitchell (1988) shows us how information 

collection is more valuable when the expected benefits are high. In the US, Gustman 

and Steinmeier (2001) found that African-Americans and those with a lower education 

are the least likely to be informed about their future pension benefits. Immigrants are 

more likely to have low income and can also be discriminated on the Swedish labour 

market. Therefore, one may believe that the same outcome will be observed in 

Sweden. Further, language barriers can hinder foreign born individuals’ from being 

well-informed when information is solely given in the host-countries language. 

Nevertheless, in Sweden the information on the Swedish pension system is available 

in several languages.  

Hypothesis health:  

The relationship between health and extended working life is crucial. Anxo et 

al. (2019) show a temporary positive health effect of employees that work after the 

age of 65. The study only displays positive health effects for males, married couples 

and medium-skilled individuals. Health conditions will determine whether the 

workers can indeed consider staying on the labour market or not after the age of 65; 

It is, therefore, essential to control for this factor if one wants to identify the impact 

of information on the retirement decision (Anxo et al., 2019). Gustman and Steinmeier 

(2001) found that those who were in bad health were the most informed about their 

pensions. These results might be due to the need to be informed in order to be able to 

retire at 65 or before.. Nevertheless, bad health could also impact the propensity of 

the individual’s access to information on the pension system. (Anxo et al., 2019) They 

may therefore be less informed.  

Hypothesis self-employed:  

An occupational pension is not mandatory when being self- employed; As a 

self-employed worker, the lack of occupational pension based on collective 

agreements can be compensated by investing in private saving funds individually. 

Self-employed individuals must make an effective decision and save 4-5 percent of 

their income, which corresponds to the occupational pension benefits that workers in 
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the public sector receive. The self-employed individual is pushed into making active 

choices and seeking information which might lead to them being informed to a greater 

extent. 

Hypothesis public sector: 

As a worker in the public sector, one is entitled to many benefits. All workers are 

covered by collective agreements as well as an occupational pension, in which ones 

employer will put aside 4-5 percent of the wage each month. This may lead to weaker 

incentives to collect information compared to a worker in the private sector who 

actively have seek to information to know which form of occupational pension they 

have (Pensionsmyndigheterna, 2018). Meanwhile all information for both public and 

private sector employees are as easily accessible, private sector employees must seek 

information to a higher extent than public sector employees due to the many options 

of collective agreements. 

Hypothesis channels of information:  

Gustman and Steinmeier (2001) found that those who had spoken with friends 

regarding retirement were well-informed about their pension benefits.  

Figure 1: Availability of channels in the Swedish pension system 

 

Source: Landahl and Österström, 2014 

Information channels differ in complexity and accessibility. Forms and mail are easy 

to understand, and the availability of these are high, but they are often not extensive 

enough. Finding information online requires extraordinary effort from the individual. 
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The information provided online may give more answers, but is at the same time more 

demanding to understand and time-costly. Receiving individual and tailored help from 

the pension authorities may increase the chances to make an optimal decision, 

however, it might not increase the actual knowledge about the pension system.    

As can be seen in the figure above, information forms such as the orange 

envelope are easily accessible compared to having a supervisor or using a website. 

When using, for example, the Swedish pension authority website, one might be less 

likely to be informed due to the excessiveness of the information faced with (Landahl 

and Österström, 2014). 

3.1. How does level of information influence the individual’s 
retirement timing? 

An increase in the information levels among the elderly have shown to have a 

positive impact on the retirement age. Information will help combat age 

discrimination in the long run and increase the actual retirement age (Anxo et al. 

2017). When information increases, the knowledge about financial incentives will 

increase. The worker will in turn be aware of all options available. If an individual is 

well-informed about the pension system, he or she will know all the factors that 

increase the incentives to stay on the labour market along with all the decreasing 

factors. These factors may lead to two outcomes. Primarily, the individual may stay 

on the labour market due to knowledge about future consequences of lower benefits 

if leaving the labour market too early. Therefore, he or she will stay due to higher 

future pension benefits. Additionally, a well-informed individual may leave due to 

being better informed and prepared for retirement (Anxo et al., 2019). 

If highly educated individuals are better informed, it could indicate that 

information will influence their decision to stay on the labour market. However, 

workers could also stay due to other factors, such as preferences. Montaltoa, Yuhb 

and Hannac (2000), show that a graduate from college retires at a 1.7 older retirement 

age compared to those who did not finish high school. 

The choice of staying or leaving the labour market is shown to be affected by 

different factors depending on the worker's gender. Women are influenced to stay on 

the labour market to a greater extent out of economic reasons compared to men (Anxo 
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et al., 2019). This outcome could indicate that women are more influenced by 

information. It has been found that women, when comparing with men, are more 

inclined to raise their retirement goals after receiving financial education. Financial 

education is shown to have a positive effect on the individual's retirement plan as well 

as feelings of contentment when retiring (Clark et al., 2006). 

Anxo et al. (2019) show that poor health considerably decreases the 

probability to stay on the labour market after 65. Poor health conditions will increase 

the cost of work effort resulting in exit from the labour market. (Anxo et al., 2017) 

Nevertheless, individuals with ill health might not have the willingness to collect 

information, even when it is needed. Which could be a reason for why studies have 

shown that bad health often leads to earlier retirement. A worker who plans to work 

after 65 will not value the information as much as a worker who plans to leave the 

labour market at 65; Stayers do not need to know all the economic incentives to stay 

or leave, they stay due to preferences and work attitude (Anxo et al., 2017). One 

reason for Leavers being well-informed could, therefore, be due to bad health.  

Anxo et al. (2019) identifies the explanatory variables that increase the 

probability to stay on the labour market after 65. The decision to stay on the labour 

market depends on many factors, but most importantly if the worker is self-employed, 

in good health, have high labour income and are highly skilled or have higher 

education. These factors, along with the rest of the described factors will be included 

in the model. 

4. Methodological framework  
This essay will examine factors that influence how well-informed elderly individuals 

were about the pension system and how much the factors affected their decision to 

retire.  

To be able to answer both questions, two different models are applied. Model one is 

a logistic model and model two is a multinomial logistic model.  
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Model 1: 

 

The dependent variable will be the level of knowledge about the pension system (the 

level of information). The dependent variable will measure the level of knowledge at 

the age of 64 represented by two categories: 

Yi = 1 if the workers are very well-informed about their pension and Yi =0 otherwise. 

The dependent variable is represented by the survey question "How well-informed 

were you at the age of 64?" The responses range from 1 to 5 where 1 indicates the 

individual was very well-informed and 5 indicates the individual was nearly 

uninformed. To be able to identify the most well-informed, we decided to choose 

answer 1 as Yi = 1 and answers 2-5 as Yi = 0. Due to the dichotomous nature of the 

dependent variable, we chose to use a logistic regression model. The logit will model 

the log odds of Y = 1 through the linear equation represented above.  

The control variables will be age at the time of the survey, gender, self-

employment, foreign-born, education level, bad health now (Before exiting the labour 

market or at 65 for Stayers), sector (private/public). We will also include a variable 

representing the method by which pension information was received. The categories 

for receiving pension information include either information from a supervisor (at the 

pension authority in Sweden), the orange envelope, websites (pensionmyndigheten.se 

or other), friends (friends or family), or other.  

To answer the second economic question, we chose to use a multinomial 

logistic regression represented by the following multinomial logit functions: 

Model 2:  
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In the second regression, we are using a multinomial logit model where the 

dependent variable contains three categories; being an “Early Leaver” (Retire before 

age 65 (Y = 0), retire at age 65 (Y=1) and being a “Stayer” (including Older Stayers) 

(still working after 65 or retired after age 65) with Y = 2. The explanatory variables 

will be well-informed (the dependent variable in Model 2), self-employed, bad health 

now, low and high education (medium education as a reference group), capital 

income, labour income and foreign-born. This model will allow us to interpret how 

information mattered for the workers regarding their decision to stay or leave the 

labour market. 

In the case of a binary dependent variable in Model 1, both probit and logit 

models can be applied;. After running both the probit and logit model and looking at 

the nearly identical results, the logit model was chosen, since the logit model is easier 

to interpret relative to the probit model. The coefficients in both the logit and the 

multinomial logit model are challenging to interpret. Aside from the 

signs(positive/negative) of the beta coefficients, the way to interpret the coefficients 

is to examine the marginal effect of the changes in the explanatory variables. The 

marginal effect is calculated  at the sample means; β-coefficients can be explained as 

the change in the log odds of Y=1. The logit model is estimated via the method of 

maximum likelihood, which allows estimates of the Beta-coefficients. A change in 

the beta-coefficient will, therefore, indicate a change in the log odds of Y = 1 with a 

one unit change in the associated explanatory variable (Verbeek, 2012). As a 

complement to this regression, a histogram of how much Leavers and Stayers value 

their information is applied to get an overlook of the second research question. We 

use the question in the survey: How much did the information that you received affect 

your decision to retire or keep working? 

5. Data  
We base our study on a survey data that was constructed by Anxo et al. (2017). 

This survey was done to identify and compare the characteristics of individuals who 

chose to stay or leave the labour market after the age of 65, which are not available in 

the administrative database. The survey was conducted by Statistics Sweden on a 

sample of citizens aged 63 and older. The sample is based on all individuals in Sweden 
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in 2012, born between 1938 and 1949, which means that they were not fully included 

in the reformed pension system. 20.000 seniors, between 63 and 74 years old the year 

when the data was constructed were randomly selected. The sample was divided into 

two groups, senior workers (15.000 individuals) that were still employed, and the 

individuals that had decided to leave the labour force (5.000 individuals). The data is 

also attached to socioeconomic variables from a longitudinal database LISA, which 

provides information about earlier work life and income during the last 23 years for 

the chosen sample. The response rate was 60.8 percent, which is considered to be 

acceptable for this kind of survey. When controlling for effects of the non-

respondents, there was no correlation for age, gender and income level. Nonetheless, 

people with high education, wage earners and natives were more likely to answer the 

survey than the opposites. Some groups in the data set were over-represented. 

However, they were compensated by the weights of Statistic Sweden; so this did not 

affect the validity of the survey. Some questionnaires were deleted due to incomplete 

information in the form of incoherence, inaccuracy or limited answers. Moreover, 

since we are running two models with different dependent variables, there will be two 

sets of samples. One with 11 243 (logit) and the other with 11 373 (multinomial logit) 

individuals. 

We have decided to use two specific questions from the survey since these 

questions are the most relevant to help answer the research questions. The following 

questions are: 

“How well-informed were you at the age of 64?” 

“How did you obtain the information about your pension?” 

These survey questions will answer how informed they were and where they obtained 

information. 

Last but not least, the descriptive statistics include the variables 

“Stayer_olderstayer” and “Leavers”. We identify “Leavers” as the individuals 

retiring before age 65 and the individuals retiring at age 65 will then be the reference 

group in table 1 below. “Stayer_olderstayers” is defined as current Stayers 

(individuals that were older than 65 and was still working at the time of the survey), 

older Stayers (individuals that had previously been working after age 65 but were 
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retired at the time of the survey) and bridge workers (individuals that stopped 

working after 65 and then returned to employment).  

Descriptive statistics  

Table 1: Descriptive statistics, Stayers (including older Stayers) and Leavers 

*Labour income and Capital income, average income. In 100 000 SEK unit. 

Source: Anxo et al.(2017)  and own calculations 

The variables included in the models are mostly dummy variables that take the value 

1 if the individual achieves the criterion and 0 otherwise; except for labour and capital 

income that are continuous variables measured in 100,000 SEK. There is a larger share 

of the well-informed Leavers than Stayers.  As seen in Table 1 above, a higher 

percentage of the Stayers are men. The Leavers tend to be less skilled and educated in 

comparison to the Stayers. The Stayers have, in general, higher education and skills. 

In addition, Stayers display higher labour- and capital income than the Leavers. 91 
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percent of Stayers are self-employment. Health appears to be an important 

consideration when it comes to the age of retirement. Ten percent of the Leavers had 

bad health compared to 5 percent of the Stayers. Regarding the channels of 

information, the Orange Envelope has the most significant usage where the mean use 

of the orange envelope for all individuals is 32 percent. The least used channel for 

information is asking Friends, which holds a mean of 5 percent for all individuals. 

6. Results  
Determinants of characteristics for the well-informed  

Table 2: marginal effects evaluated at sample means    

Source: Anxo et al.(2017)  and own calculations 

Table 2 presents the results from the logit model. This 

model explains the relationship between the respondent's 

self-reported level of information about the pension 

system, along with the explanatory variables that are 

assumed to affect being well-informed. The results are 

reported at the sample mean as estimated marginal effects. 

When controlling for explanatory variables, one can see 

that the probability to be well-informed is 16.5 percent 

(Predicted probability). 

The theoretical prediction implies that workers 

near retirement are more well-informed about the pension 

system compared to younger individuals. As shown in 

Table 2, age has a positive impact on the probability of 

being well-informed. When age increases by one year, the 

likelihood of being well-informed will increase by 0.41 

percentage points. The probability of being well-informed 

will, therefore, increase with age. This is in line with the theory, however one has to 

remember that the sample only contains an age interval between 63 and 74.                              

According to the theoretical discussion, when income is high, the retirement 

benefits will be high as well. It will, therefore, be more valuable for an individual to 

gather and process information. Lower income over the life-cycle may explain why 
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females are less likely to be well-informed; this is supported by the result. Females 

are less likely, compared to males, to be informed about their retirement; males have 

4,5 percentage points higher likelihood of being well-informed.  

Furthermore, when individuals lack knowledge about the pension system, they 

will follow retirement norms. The highly educated are less likely to follow the norms 

and will base their decision on the actual information. The result does not support the 

fact that the higher educated are well-informed; however, it shows that low educated 

compared to the reference group (medium educated) are likely to be less informed. 

Being less educated will decrease the probability of being well-informed with 2.4 

percentage points. When using skill to control for the socioeconomic aspects, one can 

see the same trend. However, there is a stronger correlation. Being low skilled 

decreases the probability of being well-informed with 4.0 percentage points and being 

high skilled does not show any significant results.  

The result for previous labour- and capital income indicates that having a 

higher labour income, before deciding to retire or continue working, was found to 

have a positive impact on the probability of being well-informed. The results show a 

stronger positive outcome for labour- compared to capital income. Labour income 

increases the probability of being well-informed by 2.1 percentage points. Having a 

high capital income or savings during the individual’s career will not affect the 

decision as much. The probability of being well-informed will increase with 0.36 

percentage points when the worker has an average capital income. The coefficient for 

Capital income is weakly statistically significant at a 5 percent level.  

The theoretical section explains that individuals with bad health are more 

likely to be informed about their pension compared to individuals with good health; 

this is not supported by the result. Workers with bad health have 3.4 percentage points 

lower probability of being well-informed.  

The theory predicts that those who work in the public sector are less likely to 

be informed compared to workers in the private sector. This outcome is supported by 

the result. Working in the public sector will decrease the probability of being well-

informed by 7.2 percentage points. However, being self-employed should increase 

your probability to be informed compared to workers in the private sector or at least 
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have a small negative effect . This is not in line with the result, being self- employed 

decrease the probability by 5.9 percentage points.   

According to the theory, easily accessed information will not be extensive enough. 

However, information from websites and folders are more extensive but less 

accessible and will be costlier to gather. The result supports this hypothesis. The 

Orange Envelope is the most used, but it decreases the likelihood of being well-

informed by 11 percentage points. The channel Other is only used by 10 percent of 

the individuals in the sample, but it increases the likelihood of being well-informed 

by 11.2 percentage points.  

The impact of information on the decision to leave or stay on the labour 
market: 

Table 3:the impact on the probability of early exit, late exit and exit at 65 years, 

marginal effect estimated at sample means  
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Source: Anxo et al.(2017)  and own calculations 

Table 3 presents the impact of control variables on the likelihood to leave the labour 

market before/at the age of 65 or continue to work after retirement. The results reports 

at the sample mean as estimated marginal effects. 



 

 
 

20 

When looking at the predicted values for the dependent variable outcomes 

(early leaver, leaving at norm or stayer), the results indicate that the probability of 

being an early leaver is 20.16 percent. Whereas, leaving at the age of 65 has a 

probability of 32.01 percent. Lastly, being a stayer has a probability of 47.83 percent.  

To analyse the impact of information on the retirement age, the most 

influential factors regarding the decision to stay or leave the labour market at 65 was 

controlled for. The model controls for the variables described above. The multinomial 

logit results shows that being highly educated, foreign born, male,  self-employed and 

an increase of  average labour income will decrease the probability to leave the labour 

market at the age of 65. Therefore, the probability of being a stayer will increase with 

these factors. In addition, a higher average capital income increases the probability of 

being a Stayer. However, this does not have a significant effect when it comes to being 

an Early Leaver.  

Being well-informed only has a positive impact on the probability of being an 

early leaver, where it increases by 13.4 percentage points. This corresponds to an 

increased probability of being an early leaver by 13.4/20 = 67 percent. Being well-

informed about the pension system will have a negative impact on The Leavers at 65 

with 6.6 percentage points and Stayers with 6,8 percentage points.   

Figure 2: Did information matter in your decision to stay or leave the labour market? 

 

Source: Anxo et al.(2017)  and own calculations 

The histogram above shows that Stayers value obtained information least in their 

decision to keep working. Leavers value obtained information to a greater extent than 
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the Stayers. 8% compared to 21% consider the information obtained was crucial, 

respectively, quite significant for their decision to leave the labour market. 

7. Discussion 

Our results are well in accordance with the previous studies; The probability 

of being well-informed decreases within socioeconomic groups.  

Both workers in the public sector and workers that are self-employed have 

negative marginal effects on being well-informed compared to workers in the private 

sector. Although both have negative estimates, the theory implies that being self-

employed should have a higher likelihood of being well-informed compared to 

workers in the public sector. The reason for this could be that workers in the public 

sector are entitled to many benefits without the cost of gathering information 

compared to a self-employed individual, where the individual has to put effort into 

gathering information and understanding the pension system by themselves. This 

could be seen in the result (Table 2), as a public sector worker the probability of being 

well-informed are smaller compared to being self-employed.  

The outcome of health counteracts the hypothesis and previous studies in our 

essay (Gustman and Steinmeier (2001); The result for bad health have a negative 

correlation to being well-informed. This might be the result of lack of willingness due 

to loss of  strength to gather and process information. 

Being male, near retirement age, having a higher average labour and capital 

income and receiving information from channels “others” increase the individual's 

likelihood of being well-informed. This supports previous literature; men are more 

likely to be well-informed compared to women due to theory stating that information 

is more valuable when future benefits are expected to be high. Which is valid for men 

having higher income in general. Furthermore, labour- and capital income show 

positive outcomes. However, labour income has a stronger correlation, it is significant 

at a 10 percentage level (Table 2). 

Age has a slightly positive significant impact on being well-informed. The 

survey consists of an age interval between 63 and 74 years and is a small age span, 

which could be a reason for why there are such small effects on age in the probability 
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of being well-informed. If the survey was constructed with a broader age span, a more 

substantial effect on age would most likely have been detected 

The Swedish labour market is relatively homogeneous. Skill- and education 

levels are quite similar between medium- and high skilled, which can explain the 

outcome of non-significant estimates for high-skilled and high-educated.  

Our result for being foreign born do not show any significant correlation of 

being well-informed. It may be partly due to the fact that the information at the 

Swedish authority’s website is available in a lot of various languages, which removes 

the language barrier issue.  

The result of the information channels supports the hypothesis; the “Orange 

Envelope” or information via “Friends” reduce the likelihood of being well-informed.  

After controlling for the most important explanatory variables for the decision 

to stay or leave the labour market, the result shows that Stayers have a lower likelihood 

of being well-informed . On the other hand, Early Leavers have 13.4 percentage points 

higher probability of being well-informed. Workers who leave after age of 65 are 

slightly less likely to be informed compared to those leaving at 65 years. Moreover, 

Stayers do not value the information obtained in their retirement decision, since their 

decision to stay may be based on work preferences and less on economic reasons. 

Information will not have a significant effect on their retirement age. In conclusion, 

Leavers are the most well-informed and the most influenced by information.  

 Male employees compared with their female counterparts tend to stay on the 

labour market longer. Female workers are more likely to leave early or at 65, which 

could be a reason for being well-informed. Leavers tend to take information about the 

pension system into consideration to a larger extent. Female workers may, therefore, 

be influenced by the information obtained more than males. 
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8. Concluding remarks 

The purpose of this study was to examine the role of information and its impact 

on the retirement decision. Two aspects of information were examined; firstly, which 

characteristics display the well-informed individuals and secondly how information 

affects the decision to leave the labour market or to keep working. 

Our results confirms previous empirical studies. Being a male near the normal 

retirement age and having a higher average capital and labour income increases the 

probability of being well-informed on the pension system. Conversely, being a 

woman, having bad health and obtaining information from friends(or family) and the 

orange envelope have a negative impact on the likelihood of being well-informed. 

Furthermore, having lower education and skills, working in the public sector along 

with being self-employed also decreases the probability of being well-informed about 

the pension system. 

Regarding the effect of information on the retirement decision, the empirical 

results support previous studies as well as the theoretical framework. A majority of 

the well-informed individuals will leave the labour market before the retirement age 

65, since having access of information will lead to an increased probability of making 

optimal retirement decisions. Stayers will, in general, not take information into 

account when it comes to retirement planning. This is because majority of the Stayers 

have other motives than pure economic considerations.  

Policy recommendations, limitation and suggestions for future research 

The flexible pension system and the easy access to information that exists in 

Sweden should make the Swedish population relatively informed about their pension 

system, which is not the case in reality. Information is not as easily comprehended as 

one may think and many times it takes an excessive amount of time to find what is 

relevant for oneself. It is, therefore, crucial for the policymakers to take the most 

useful information channels into consideration, since they may lack the necessary 

information or be misleading in the decision to stay or leave the labour market. 

Instead, they may look into other channels to inform workers about their pensions. 
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We take the limitation in this study into account and are aware that this research could 

include more control variables. For future research we suggest that the design of the 

study is experimental, since it would give an improved answer to how much the 

information level affects the age of retirement. Moreover, another interesting and 

related topic is the lack of financial literacy issue. Being well-informed about the 

pension system is important to be able to make optimal decisions. However, financial 

literacy is the next step to be able to retire at the optimal age. Lack of information on 

the pension system is one issue Sweden has, lack of financial literacy might be an 

additional issue.  
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