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Abstract: We analyze the causal effect of retirement on individual social relation-
ships using data from the Survey of Health, Ageing and Retirement in Europe. We
find that retirement changes the composition of the individual’s social network,
inducing a substitution between weak (friends or colleagues) and strong ties (fam-
ily), along with an increase in the intensity of the surviving ties, and there is no
effect on the network’s size. These changes in the social network’s composition
are associated with a higher satisfaction and stronger relationships. Interestingly,
females reduce the share of friends while males that of colleagues.

Keywords: retirement, social relationships, emotional closeness, ageing

JEL Classification: J14, J26, C26

1 Introduction

Over the life-cycle individuals rely on each other to perform a large number of so-
cial activities, whether it be interactions with colleagues at the workplace, spend-
ing leisure time with friends and other acquaintances, or exchanging information,
affection and help with family members (Jackson and Zenou 2013). The ensemble
of social relationships, henceforth referred to as social network (SN), changes over
the life cycle in terms of size and structure (Jackson and Watts 2002), while rela-
tionships evolve on their own in terms of emotional intensity (Mollenhorst et al.
2014; Ikkink and van Tilburg 1999).

People tend to maintain a core and stable network of social relationships that
escorts them over the life course like a convoy (Antonucci 2001). In late adult-
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hood, close core relationships remain stable, while peripheral relationships de-
crease in number. As individuals grow old, motivated by emotional goals, they
narrow the size of their network selecting fewer relationships among the exist-
ing ones (Carstensen 1993; Carstensen et al. 2003). Thus, emotional involvement
becomes higher, and this adjustment is actively sought after and not merely pas-
sively experienced. Multiple reasons might explain the decline in social network
size and changes in its structure. Weak ties are shown to be very important in gath-
ering new and useful information, for example during a job search, thus were be-
lieved to be as important as strong ones (Granovetter 1973). Lately, some studies
have shown that weak ties are not more helpful than strong ties but are simply
more numerous (Gee et al. 2017). Social ties, those with a weak link in particular,
are at a constant risk of being discontinued, frequent interactions are an impor-
tant condition for a relationship continuation, the lack of meeting opportunities
might place a relationship at risk (Mollenhorst et al. 2014; Kleinbaum 2018). It has
been demonstrated that preferences for similarity also play a role when individu-
als choose with whom staying in contact (Small 2017). Furthermore, ties that are
well-embedded in one’s network have been found to be stronger and more stable
over time (Feld etal. 2007), probably because they are more likely to guarantee
social support (Bloch et al. 2008).

Sociologists, demographers and gerontologists have studied how social net-
works evolve over the life course, while economists have paid less attention to how
an individual adjusts his or her network after major life events. Indeed, economic
contributions are mainly theoretical, focusing on models of network link forma-
tion and dynamics (see for example Ehrhardt et al. 2006; Bisin and Verdier 2011;
Jackson and Zenou 2013), the prescriptions of which are often tested in labs (see
for example Falk and Kosfeld 2012). Empirical evidence gathered in real life is rare
and mainly concentrated on economic decisions in early life, such as going to col-
lege (see for example Marmaros and Sacerdote 2006), or changing neighborough
(see for example Barnhardt et al. 2017) or on the reverse channel, i. e., the impact
of social networks on retirement and other outcomes, like health, well-being, em-
ployment etc.!

1 Economic literature has documented the impact of social networks on education, employment,
and labor supply outcomes for younger individuals (see for example Montgomery 1991; Calvo-
Armengol and Jackson 2004; Bayer et al. 2008 among others). Other studies have focused on the
decision to retire for couples (Stancanelli 2017), on the role of the presence of grandchildren for
grandmothers’ labor supply (Rupert and Zanella 2018 for example), on the role of retirement fi-
nances in shaping retirement decisions (Duflo and Saez 2003) or how social networks influence
early retirement (Litwin and Tur-Sinai 2015).
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A huge bulk of literature has been devoted to study the effect of retirement on
consumption patterns, lifestyles, as well as in the health status of individuals (see
for example Banks etal. 1998; Coe and Zamarro 2011).% Less attention has been
devoted to the relationship between retirement decisions and individuals’ social
network. Nonetheless, retirement is a major life shock, a point in which free time
hugely increases, thus time use, and other activities patterns could be rearranged
(Gauthier and Smeeding 2003). Transitions out of the labor force at older ages
may have the potential to induce large changes in social networks, because after
retirement, the opportunity to meet new people and interact with colleagues di-
minishes, while there is more time to invest and strengthen existing relationships.

In this paper, we fill this gap and address two questions. The first is whether
there is a causal effect of retirement on individuals’ social network or the changes
that occur are simple correlations. Our contribution is to complement the avail-
able evidence from lab experiments and improve knowledge on social network
dynamics of older individuals when they exit from the labor market. Empirical ev-
idence from existing studies that address the endogeneity of retirement is rather
mixed. Using an IV approach with cross-sectional data, Fletcher (2014) finds no
evidence of changes in social network due to retirement, while Bérsch-Supan and
Schuth (2014) find a reduction in the size of the networks associated with retire-
ment. Patacchini and Engelhardt (2016) instead use a longitudinal approach and
show, for the US, that retirement significantly reduces the size of the networks for
women and the more educated.? Since retirement decisions are likely to depend
on (unobservable) individual characteristics and time-varying shocks affecting
the decision to retire early, the empirical strategy should account for individual
time-invariant effects and a quasi-random assignment strategy for the timing of
retirement. To our knowledge, this is the first study that attempts to identify the
causal effect of retirement on social network using both longitudinal data, con-
trolling for individual fixed-effects, and an IV strategy. In particular, we focus on
EU countries and exploit the panel dimension of the Survey of Health, Ageing, and

2 Social networks also bear important implications over the ageing process for several other rea-
sons ranging from individuals’ socio-economic stability to their health and well-being (Pinquart
and Sérensen 2000). Larger social networks are associated with better health conditions (House
etal. 2003), enhanced utilization of health and social services (Bowling et al. 1991) and greater
longevity (Brown et al. 2005).

3 Fletcher (2014) and B6rsch-Supan and Schuth (2014) use cross-section data drawn from the 4
wave of SHARE data and exploit statutory minimum retirement age across European countries to
instrument individuals’ retirement decisions. Patacchini and Engelhardt (2016), to our knowl-
edge, is the only study that uses longitudinal data drawn from the first two waves of the National
Social Life, Health, and Aging Project.
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Retirement in Europe (SHARE) with information on labor market status, network
characteristics and a wide range of socioeconomic and demographic characteris-
tics. We exploit the different retirement eligibility ages (early and ordinary retire-
ment ages), by gender, cohort and country to instrument individuals’ retirement
decisions (Coe and Zamarro 2011).

The second question we address is, should retirement have a causal effect on
social network, what are the main changes that occur? We investigate this issue
using a comprehensive set of indicators of social networks and documenting how
its structure is affected by retirement. We start with size (number of ties in the net-
work) and composition (family members or kin, friends, or colleagues). We then
focus on the emotional quality of the ties. As suggested by Granovetter (1973), “the
strength of a tie depends on the amount of time, the emotional intensity, the intimacy
and the reciprocal services which characterize the tie” (1973:1361), thus we proxy
the strength and intensity of the relationship using information about the fre-
quency of contacts, geographical proximity and emotional closeness. We also doc-
ument the heterogeneous patterns of the effect of retirement by gender. Finally,
we suggest potential explanations as to why individuals change their network af-
ter retirement, by investigating association between retirement, homophily and
informal insurance within the network.

Our results suggest that retirement causally affects social networks and in-
duces substantial changes. In particular, even though our results suggest that the
absolute size of the network does not change, we find that retirement causes a
reorganization of the active relationships, increasing the share of family mem-
bers and reducing the share of friends and colleagues. Network’s changes are also
shown to be associated with higher satisfaction and higher emotional closeness,
while contact frequency and proximity within the network take longer to unfold
and display their effect later on. Overall, our findings suggest that the changes
in the social network caused by retirement can be explained in terms of substi-
tution between weak (friends or colleagues) and strong ties (family), along with
an increase in the intensity of the surviving ties. Interestingly this substitution ef-
fect, between weak and strong ties, differs by gender: females reduce the share
of friends, while males reduce the share of colleagues. Moreover, after retirement
males tend to feel emotionally closer to the alters listed in their network, while
females show higher closeness in terms of frequency of contacts and proximity.
The above results are found to be robust to several specification changes. Finally,
we provide suggestive evidence that the adjustment of social networks after retire-
ment is accompanied by an increase in informal support, namely, an exchange of
care within the network.

The remainder of this paper is organized as follows. In Section 2, we describe
the data, and the measures of social network size, composition and intensity we
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use. We also provide some descriptive evidence about social network changes over
time and around retirement. Section 3 illustrates our empirical strategy. The main
results are reported in Section 4, while Section 5 concludes and discusses the pol-
icy implications.

2 Data and descriptive statistics

We use data from Release 6 of the fourth and sixth waves (2011 and 2015) of the
Survey of Health, Ageing and Retirement in Europe (SHARE), a multidisciplinary
and cross-national bi-annual household panel survey coordinated by the Munich
Center for the Economics of Aging (MEA) with the technical support of CentERdata
at Tilburg University. The survey collects detailed information on socio-economic
status, health, social and family networks for nationally representative samples
of elderly people in the participating countries. The target population consists of
individuals aged more than 50 and their spouses or partners irrespectively of their
age. We include in the analysis those countries for which social networks data are
available both in wave 4 and 6.* Our working sample consists of people aged 50
to 70 at the time of their first interview, who classified themselves as employed,
unemployed or retired, and participated to both wave 4 and 6 of SHARE and have
valid information in all the relevant variables in both waves.> These selection cri-
teria result in a balanced panel of 15,752 individuals, each interviewed twice. As
it can be seen, in Panel A of Table 1, in the first wave around half of the sample is
already retired. This figure increases of about 15 % four years later. Slightly more
than a half of the individual in the sample are female, the average age is 60, it nat-
urally increases by 4 years in the second wave, and two out of three individuals
are married while one out of three has a tertiary degree.

2.1 Social network variables

In wave 4 and 6 SHARE gathered information about egocentric social networks
for each individual using the “name generator” approach. Each respondent (the
“ego”) was asked to name members (the “alters”) of his/her social network, using

4 The countries for which information about social networks are available in two waves are:
France, Germany, Austria, Belgium, Denmark, Spain, Sweden, Switzerland, Italy, Czech Repub-
lic, Estonia, Slovenia and Poland.

5 Individuals with empty social networks are not included in the analysis. They amount at about
2-3 percent of the operative sample.
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Table 1: Descriptive statistics.
Variables (1) 2)

Wave four Wave six
Panel A: individual characteristics
Retired 0.49 (0.49) 0.64 (0.48)
Distance from retirement 2.93 (4.44) 5.14 (5.74)
Employed 0.46 (0.50) 0.33(0.47)
Unemployed 0.04 (0.20) 0.03(0.17)
Female 0.54 (0.49) 0.54 (0.49)
Age 60,7 (5.56) 64,7 (5.56)
Married 0.72(0.44) 0.70 (0.46)
Tertiary degree 0.32(0.47) 0.32(0.47)
Panel B: Social relationships characteristics
Size 2.74(1.58) 2.88(1.57)
Share of family ties 0.75(0.32) 0.78 (0.29)
Share of friends 0.19(0.29) 0.17 (0.27)
Share of colleagues 0.03(0.11) 0.02 (0.09)
SN satisfaction 8.9(1.22) 9.0(1.15)
Behaving close 0.01 (0.99) -0.01 (1)
Feeling close —-0.10(1.01) 0.10(0.97)
Observations 15,752 15,752

Notes: Standard deviations in parentheses.

the following script:

“Now I am going to ask some questions about your relationships with other people. Most
people discuss with others the good or bad things that happen to them, problems they are
having, or important concerns they may have. Looking back over the last 12 months, who are
the people with whom you most often discussed important things? These people may include
your family members, friends, neighbors, or other acquaintances. Please refer to these people

by their first names.”

Survey participants were permitted to list up to seven names and reported infor-
mation about the type of relationship (spouse, child etc.), the strength (emotional
closeness),® the frequency of the contact’ and the physical proximity of the al-
ters.® Demographic information about “the alters” were also gathered, mainly

6 From 1 “not very close” to 4 “extremely close”.

7 From 1 “never” to 7” daily”.

8 We reversed the original variable, which now spans from 1 “more than 500 km away” to 8 “in

the same household”.
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their gender and age. These data are known as egocentric social network data,
and they are usually referred to as “discussion networks”. Using these variables,
we characterize networks’ structure using the size (numbers of ties), the share of
family members, the share of friends and the share of colleagues. Usually, affinal
kin is not dissimilar from genetic kin in terms of contact frequency and emotional
closeness (Burton-Chellew and Dunbar 2011), therefore, we consider both genetic
and affinal kin as “family”.

To describe the intensity or strength of the network, we try to mimic its two
main components as they are documented in the literature: the “feeling close”
and the “behaving close” (Aron and Smollan 1992). In doing so, we proxy the
first with emotional closeness and the latter with frequency of contact and ge-
ographical proximity. While frequency of contact is an indicator of engagement
in relationship maintenance, the latter can be viewed as a proxy for the easiness
of spending time together and doing activities together. In SHARE, the relation-
ships associated with ties living in the same household of the ego are imputed a
“daily” frequency of contact. As these characteristics are asked for each alter, to
summarize them and capture any existing asymmetry in the distribution within
each network, we computed the average value across alters, the percentage of al-
ters with the highest value, and the percentage of the second to the highest and
highest value. In doing so, we end up with 9 items, summarized in Table Al in the
Online Appendix, and run a principal component analysis. We kept the first two
components, which are those with an eigenvalue greater than one (4.9 and 1.9 re-
spectively). This model explains 76 % of the total variance. Each item is strongly
associated with at least one component (see Table A2in the Online Appendix). The
first component loads items related to the frequency of contact and the geograph-
ical proximity, while the second component loads items related to how close the
ego is with the alters listed in her/his network. Hence, we interpret each compo-
nent as capturing “behaving close” and “feeling close” across alters within each
network, and name them accordingly.

Panel B of Table 1 shows the size and composition of the networks. The size is
rather small on average and slightly higher in the second wave. Family members
and friends mainly compose these egocentrics networks. It seems that while the
behaving close factor decreased over the four years, the feeling close increased
significantly.’

Figure 1 shows the evolution of the social network structure and intensity for
individuals who are aged between 50 and 74 years. It exhibits a moderate declin-

9 The difference between the two waves is significantly different from zero for both factors.
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Figure 1: Evolution of Social Network composition and intensity in the late life (individuals aged
50 to 74).

ing trend in network size, an increase of the share of family members, together
with an increase in overall satisfaction and feeling close.

3 Empirical strategy

Our empirical strategy uses the panel dimension of SHARE to control for individ-
ual time-invariant characteristics (such as gender, birth cohort, and level of ed-
ucation) and exploits institutional rules to replicate a quasi-random assignment
of retirement decisions. In the baseline specification, we estimate the association
between different dimensions of social networks and retirement status, as follows:

SNy, = a; + BRetired;; + 6X;; + & W

where SN;; is an indicator of social network attributes, such as size, composition
of the network, satisfaction, feeling and behaving close (as previously described),
for individual i in wave t. Retired;; is a binary indicator for retirement, while X
contains a function of our running variable, age;;, which is the age of the respon-
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dent at the time of the interview. Finally, ¢ is the idiosyncratic error term, which
is potentially correlated with the individual’s retirement status (Retired;;).

Notice that, estimating Equation (1) by OLS is likely to deliver biased coeffi-
cients due to the correlation between retirement choices and the unobservables.
Indeed, not only time invariant individual unobservable characteristics, as per-
sonality traits, but also unobserved time varying factors, such as health shocks or
informal care (Meng 2012) may be simultaneously correlated with the retirement
decisions (Retired;;) and social network (SN;;). Moreover, also reverse causality
could be an issue for OLS estimates, since individuals who retire earlier might
have a larger network and more intensive ties (Litwin and Tur-Sinai 2015).

To address these problems, avoid the potential biases and estimate the causal
effect of retirement on social relationships, we need an exogenous variation in the
probability to retire. We follow the well-established literature on the effect of re-
tirement on well-being outcomes and use the country specific age thresholds that
determine the eligibility for early and normal retirement. Around these thresh-
olds, the treatment, i. e., retirement, can be considered as good as randomly as-
signed, since age is a strictly exogenous characteristic. We are assuming that in-
dividuals below the thresholds represent a valid counterfactual for those above
the thresholds.!® We implement an empirical strategy that consists in FE-IV esti-
mates.!! We construct two instruments based on the legislated early and normal
retirement ages. These are respectively the earliest age at which retirement bene-
fits can be claimed, and the age at which the individual becomes eligible for full
old-age pension. Specifically, we define two dummies that take value 1 if the in-
dividual age is above the gender-specific early retirement age, or normal retire-
ment eligibility age in her country at the time of the interview (see the Appendix
for details on retirement rules for the countries included in the analysis). Hence,
our identification relies on the increase in the individual probability of retiring as
individuals become eligible for pension benefits in their country of residence.!?
With this approach, we are estimating a Local Average Treatment Effect, and this

10 The standard approach in this setting relies on the assumption that the potential outcomes
and treatments of any generic unit i are independent of the potential assignments, treatments,
and outcomes of any other unit j (Stable Unit Treatment Value Assumption or SUTVA).

11 The instruments are thresholds that exogenously assign individual to the treatment with a
dichotomous above/below rule. This approach is known also as fuzzy Regression Discontinuity
Design (RDD) (Coe and Zamarro 2011).

12 In other words, we work under the assumption that passing through the thresholds increases
the probability to retire for everyone This assumption corresponds to the monotonicity assump-
tion and guarantees that we do not have defiers in our sample. A defier in our setting would be
an individual that retires only when younger than the eligibility age.
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means that our coefficients are identified on the subsample of individuals who
comply with the age thresholds and retire once they pass through them (i. e., the
so-called compliers, or those who retire because they become eligible). As usual,
in estimating a LATE we are losing external validity, since our coefficients are valid
only for compliers. Our baseline specification also includes country-specific linear
trends in age, while standard errors are clustered at country-cohort-gender level.®

To disentangle the short-run adjustment and the long-run changes caused by
retirement on social relationships, we also estimate a more flexible specification
(see Equation (2) below). The first effect is captured by the Retired dummy, which
identifies the effect of retiring. The second effect is captured by the DistR variable,
which measures the longer-term adjustment proxied by number of years spent in
retirement (i. e., from the date of the interview to the actual year of retirement and
set to zero if the individual is not yet retired at wave t).

SNj; = a; + BRetired;; + yDistR;; + 6X;; + & 2

To estimate Equation (2), we use the same estimation methodology as before,
though we now also need to instrument the DistR variable. By analogy we con-
struct two instruments, as the positive distance between the actual age of individ-
ual i at time ¢t and the eligibility ages for early and normal retirement that are rel-
evant for individual i (Lucifora and Vigani 2018). Lastly, we explore the heteroge-
neous effect of retirement across gender. While social relationship is an important
aspect of the ageing process for both sexes, men and women may react differently
to retirement. Gender differences in social network’s characteristics for younger
adults are documented in the literature, suggesting that women, who tend to re-
port larger social networks compared to men, seem to exhibit slightly differently
networks dynamics (Ajrouch et al. 2005).

4 Results

In this section we report the main results of the empirical analysis. Our baseline
estimates of Equation (1) use a fixed-effect IV methodology to estimate the causal
effect of retirement on several indicators of social network. We present the first-
stage results, then we analyze the effect on network size and composition (Ta-

13 Notice that since pension reforms may change eligibility rules for early or normal retirement,
in our sample the retirement eligibility ages may vary over time, by country and gender (see Table
A4 in the Online Appendix for more details). Moreover, only in the case of Germany eligibility
rules vary also by cohort of birth.
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Figure 2: Share of retirees by country — Male.

Notes: Grey lines represent the early retirement age in each wave. Black lines represent normal
retirement age in each wave.

ble 2), and finally we assess how satisfaction and closeness of social network are
affected (Table 3). Using the same approach, we estimate the specification out-
lined in Equation (2) and compare the short-run adjustment, with the longer-run
changes in social network (Table 4). Heterogeneity and Robustness checks are dis-
cussed next (Tables 5-8), and the suggestion and discussion of some potential
mechanism closes this section.

Figures 2 and 3 report the shares of retirees by country and gender with re-
spect to early and ordinary retirement age thresholds. The age retirement profiles
appear quite different across countries and gender. In many countries, the early
retirement age threshold is lower for females, compared with males, which means
that on average — conditional on social security contributions — females are eli-
gible for retirement at an earlier age. First stage results show a sizable and sta-
tistically significant effect on retirement decisions. Instruments, based on early
and normal pensions’ eligibility rules, are strong predictors of both the retirement
dummy variable (Retired), as well as the variable on the number of years spent in
retirement (DistR). Being older than statutory ages strongly affects the probability
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Notes: see Figure 2.

to retire (column 1, Table A5 in the Online Appendix).14 Also, the distance from
statutory early (normal) retirement age is negatively (positively) correlated with
the probability of retiring and positively with the number of years spent in retire-
ment (columns 2 and 3, Table A5).

Results from the second stage estimation are reported in Table 2.2 We find no
statistically significant effect of retirement on the size of the network (column 1).

14 We estimated the probability of retiring, with the dummy variable Retired as dependent vari-
able, using a linear fixed-effect probability model. When the dependent variable was DistR —i.e.,
number of years spent in retirement — we used a linear fixed-effect estimator.

15 To provide a benchmark in Table A3 we estimate Equation (1) by pooled OLS and by fixed
effects. Results for Pooled OLS show no statistically significant effect of retirement on the size of
the network, while retirement has a statistically significant positive effect on the share of family
members in the network and a negative effect on the share of colleagues. When we look at the
relationship between retirement and social network’s intensity the only statistically significant
coefficient is found with respect to the score feeling close, however it bears a counterintuitive
negative sign. Results for FE estimates show a positive and statistically significant coefficient of
retirement on the size of the network, on the share of family members and a negative effect on
the share of colleagues.
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Table 2: Effect of retirement on social network structure. Fixed Effect IV estimates. 50-70.

Variables 1) ) 3) (4)
Size of the Share of Share of Share of
network family ties friends colleagues
Retired -0.0375 0.0719*** -0.0397** -0.0218***
(0.147) (0.0216) (0.0200) (0.0079)
Observations 31,504 31,504 31,504 31,504
Number of ids 15,752 15,752 15,752 15,752
Country specific age trend YES YES YES YES

Notes: *** p < 0.01, ** p < 0.05, * p < 0.1. Clustered Standard Errors by cohort-country-gender
in parentheses.

Conversely, retirement has a statistically significant positive effect on the share of
family members in the network (column 2) and a negative effect on the share of
friends and colleagues (columns 3 and 4). In terms of network composition, retire-
ment increases by 7 % the share of family ties, while it reduces the share of friends
and colleagues respectively by 4 % and 2 %. This pattern suggests that after retire-
ment an immediate short-run reallocation of ties occurs, within the individual’s
social network, from ‘weak’ to ‘strong’ ties (non-family versus family members). In
other words, retired individuals seem to disengage from peripheral relationships,
engaging more in core network relationships (i. e., family). While role-guided re-
lationships, such as those with colleagues, can be important and affectionate, still
they remain primarily tied to the role setting (i. e., the workplace) and survive only
because of frequent interactions and meeting opportunities. This might limit them
in terms of duration, strength and eventually emotional closeness (van Tilburg
2003).

In Table 3, we explore the effect of retirement on social network’s intensity.
We find that, together with the changes in the composition of the network de-
scribed above, retirement is also positively associated with an overall increase in
satisfaction with the network (column 1) and in relationship intensity in terms of
closeness (column 3). No effect is detected instead in terms of contact frequency
and proximity - i. e., the behaving close factor (column 2).!®

Our results might also explain the internal reallocation towards family ties,
previously observed, which means that having more supportive and more emo-

16 We explored also three measures of homophily, namely, in terms of gender, age and occu-
pational similarity within the network. Alas, the results are not statistically significant. We con-
clude that social network changes caused by retirement are not driven by preferences towards
homophily. Results are available upon request.
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Table 3: Effect of retirement on social network intensity. Fixed Effect IV estimates. 50-70.

Variables (1) ) (3)
Overall satisfaction Behaving close Feeling close
Retired 0.197** 0.0863 0.154*
(0.0986) (0.108) (0.0847)
Observations 31,504 31,504 31,504
Number of ids 15,752 15,752 15,752
Country specific age trend YES YES YES

Notes: *** p < 0.01, ** p < 0.05, * p < 0.1. Clustered Standard Errors by cohort-country-gender
in parentheses.

tionally connected people in the network might boost overall satisfaction (Lans-
ford etal. 1998; Charles and Piazza 2007; Fingerman et al. 2004; Baetschmann
2014).

In Table 4, we report estimates from the more flexible specification that also
includes a variable on the number of years spent in retirement (Equation (2)). The
estimated short-run effects of retirement status (Retired dummy) are unchanged,
in terms of magnitude and statistical significance, while the long-term adjust-
ment, captured by the number of years since retirement (DistR variable), shows
a negative and statistically significant association only with the behaving close
factor (column 5). Overall, these results suggest that, short after retirement, indi-
viduals reallocate their social network ties towards family and away from friends
and colleagues, and that they are more satisfied and have higher emotional inten-
sity from the surviving ties. Conversely, contact frequency and proximity within
the network (i. e., the behaving close factor) take longer to unfold and display their
effect later on. Similar results have been documented in the literature for adults
aged less than 85, while contact frequency will start to increase later on in life,
when health begins to decline and the need for helpers and higher support in-
creases (van Tilburg 1998).

Does the evidence shown so far differ across gender?" Table 5 replicates
results from the baseline specification by gender - i. e., interacting the Retired
dummy with both a male and female dummy — on our indicators of social net-
work’s size and composition (columns 1 to 4) as well as intensity (columns 5 to
7).18

17 We present estimates obtained by interacting Retirement with the gender dummy. A possible
alternative could be to run estimates over separate samples (split sample estimates). We did this
exercise, and the results were similar to those presented here.

18 First stage estimates are presented in Table A6.



289

The effect of retirement on social relationships

DE GRUYTER

*sasayjualed uj Japuas-A13unod-Hoyod Aq 1013 piepueis paidisn]) “1°0 > d x ‘G0°0 > d xx ‘T0°0 > d xxx :SIION

S3A SIA SIA SIA S3A SIA SIA puaJy a3e dy1dads Asuno)
7521 7s/'s1 7s/'s1 7s's1 7621 7s.'s1 YA Spljo laqunN
70S‘T€ 70S‘TE 70S‘TE 70S°T€ 70S‘T€ 70S‘TE 70S°T€ Suo11eAI3SqQ
(¢200°0) (8500°0) (99£00°0) (£000°0) (£100°0) (¢z00°0) (Tr10°0)
9/8000°0- *¥x610°0— £4200°0— 79€000°0 #€100°0 91200°0- $6600°0 ¥isia
(¢z80°0) (0£60°0) (£860°0) (28200°0) (1020°0) (S120°0) (8€1°0)
xSET°0 10T°0 /170 *x810°0— #1€0°0- *%x2€90°0 6150°0— paindy
9s0)d 9s0)d uoljoeysijes sanSea)jo0d spuaily sal} Ajjwey ylompau
Suneay Suineyag NeRAQ jo aseys jo ateys jo aleys ay} jo azis

) ) () () (€) @ (1) sa)qeriep

*0/-0G "S91BWIISd A| 19343 Paxi4 "(}9949 Wid}-SU0)] -}10YS) 3JOMIaU |BID0S UO JUSWAIIIRI JO 1I9Y] 7 d)qel



DE GRUYTER

S.L.Comietal.

290

*sasayjuaied ul Japuas-A13unod-}0yod Aq S10413 piepuels paIdlsn) ‘T°0 > d 4 ‘6070 > d xx ‘T0°0 > d xxx :SOION

S3A SIA S3A S3A S3A S3A S3A puaJ} a8e ay1dads Asuno)
7521 TS.'s1 TS.'s1 7541 7521 75291 [AVAN Sp1 40 aqunN
70S‘T€ 70S‘TE 70S‘TE 70S‘T€ 70S‘T€ 70S‘T€ 70S‘TE suoleAlasqo
(9260°0) (zo1°0) (€11°0) (5200°0) (7120°0) (7120°0) (7%1°0)
€990°0 10270 wlTT0 1010°0— ¥xGTH0'0— *¥x6290°0 981°0— 3|DWaSy PIIIAY
(1880°0) (€z1°0) (811°0) (1600°0) (6%720°0) (5820°0) (£81°0)
#x917°0 81800°0— ¥81°0 *xx7€0°0— 00£0°0— ¥%x8920°0 0690°0 3D W paI1dY
aso)d aso)d uoljoejsijes sanSea)j0d spually sai} Ajjwey ylomiau
Sunesy Suineyag [ 1:IEYYo) jo aleys jo aleys jo aieys ayj jo azis

(03] 9) () ) (€) @ (1) sa)qeliep

"0/-06 "S91eWIISd A| 10947 paxld "1apuas Aq “}JoMIaU |BID0S UO JUBWAIIIRY JO 10947 i d)qel



DE GRUYTER The effect of retirement on social relationships =—— 291

Thelack of any effect of retirement on network size is confirmed both for males
and females, as it is the (positive) effect on the share of family members relative
to the (negative) effect on the share of friends and colleagues. Interestingly, the
substitution between weak and strong ties upon retirement takes a different form
by gender: females reduce friends, while males mainly lose colleagues (column
3 and 4, respectively). The effect on satisfaction with the social network (column
5) seems to be entirely driven by females (i. e., for males it positive but not statis-
tically significant). In line with previous finding in the literature, we also detect
differences in social network behavior between men and women. As far as emo-
tional intensity is concerned, males tend to feel closer to their alters after retire-
ment, while females tend to behave closer (columns 6 and 7, respectively). The
continuity of social roles and routines that characterizes the behavior of males,
particularly in late life, makes them more likely to maintain previous schedules
also after retirement (Barer 1994). Furthermore, when gender roles are traditional,
men tend to invest more in professional relationships, and invest less in social ties
(Smith-Lovin and McPherson 1993; Kalmijn 2012). With retirement the first tie is
dissipated, leaving men more time to invest emotionally in family ties (Rusbult
etal. 1998). Conversely, after retirement the likelihood of being informal home-
care providers increases substantially more for women than for men, this might
explain why the frequency of contact towards family members increases for fe-
males and remains stable for males (Eurostat 2019).

We present two robustness checks. First, we check the sensitivity of our re-
sults with respect to the specification of the running variable (see Table 6). Since
a linear-in-age specification for the running variable may be overly restrictive,
we replace it with a more flexible specification that includes country specific age
squared trends. Results from this exercise are qualitatively unchanged both in co-
efficient size and statistical significance.

Second, because attrition has been acknowledged as a potential problem in
SHARE data (Borsch-Supan and Jiirges 2005), we investigated whether nonran-
dom attrition may be a source of bias. Notice that our FE strategy can already
control for panel attrition that originates from time-invariant characteristics
(Wooldridge 2010). As a further robustness check, we use an inverse probabil-
ity weighting approach (Lucifora and Vigani 2018) to check for the presence of
attrition bias.!® Table 7 compares the unweighted and the weighted estimates
and shows that they are very similar. We thus conclude that unobservable factors

19 Weused demographic characteristics and social network characteristics observed in Wave 4 to
predict the probability of participating in wave 6. We then computed inverse-probability weights
that were used to re-estimate our baseline model.
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Table 8: Effect of Retirement on informal care exchange (short- long-term effect). Fixed Effect IV
estimates. 50-70.

(1 (2 [€)
Financial help received Gift received Care received
Retired -0.0116 0.00170 -0.00859
(0.00824) (0.00218) (0.0179)
DistR —-2.06e-05 0.000136 0.00626***
(0.000594) (0.000190) (0.00128)
Observations 31,504 31,504 31,504
Number of ids 15,752 15,752 15,752
Country specific age trend YES YES YES

Notes: *** p < 0.01, ** p < 0.05, * p < 0.1. Clustered Standard Errors by cohort-country-gender
in parentheses.

driving the attrition process may not strongly correlate with our outcomes and
key independent variables.

Finally, we suggest a potential motivation associated with the changes in so-
cial networks caused by retirement:?° the increasing need for informal support as
individuals age, which may be obtained within the network. Individual may pre-
pare themselves around retirement, and adjust their networks accordingly, and
we may find that retirement also affects the probability of receiving financial aid,
gifts, and care within the network. To explore these associations, we exploit the
information provided by SHARE data about the intensity of financial aid, gift and
care provision within the network and compute the percentage of ties that pro-
vide such supports and estimate the effect of retirement on these variables. We
estimate Equation (2) including both the dummy Retired, to capture the short-run
adjustment, and the variable DistR, to estimate the long-run changes caused by
retirement on the provision of support. As dependent variables we use the prob-
ability of receiving financial aid, gifts, and care. Results (in Table 8, columns 1-3)
show that the probability of receiving informal care increases as years are spent in
retirement (DistR), while it is not immediately affected upon retirement (Retired).
We interpret this result as a suggestion that the substitution of nonfamily ties with
family ones may be actively sought around retirement by forward looking individ-

20 This exercise does not allow us to assess the existence of a direct causal link between changes
in the network structure and intensity and changes in the degree of variables that may be poten-
tial explanations. However, they suggest that these processes happen at the same time, hinting
at the existence of an association.
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uals who anticipate a greater need for care they expect to need in the future. The
exchange of financial aid and gift is not affected by retirement.

5 Conclusions

In this paper, we address two research questions. First, we investigate whether
there exists a causal effect of retirement on social network, and second how the
composition and intensity of the social network change when individuals exit
from the labour market upon retirement. We find that retirement decisions do
affect individuals’ choice of social network mainly in terms of composition and
intensity of contacts, while we find no evidence on social network size. In partic-
ular, the main changes involve an increase in the share of family members, and
a lower share of colleagues and friends. Moreover, we show that these changes
are associated with a higher overall satisfaction and stronger and more intense
emotional relationships, especially in terms of a higher feeling of closeness with
alters in the network.

We interpret the above findings as indication of a substitution between weak
(friends or colleagues) and strong ties (family), along with an increase in the in-
tensity of the relationship with the surviving ties. Interestingly, this substitution
appears to occur differently by gender. Females reduce the share of friends, while
males that of colleagues. Moreover, in terms of intensity of the surviving ties,
males, after retirement, feel closer to their alters in the social network, while fe-
males increase the frequency of contacts and the proximity with their alters. These
effects mostly occur in the short run after retirement, while only contact frequency
and proximity within the network take longer to unfold, as years spent in retire-
ment pass by. Finally, we show that the changes documented in the structure of
social networks are associated with an increase in informal care provided inside
the social network.

A final consideration concerns the policy implications of our research. Re-
sults show that retirement does not alter social network’s size, the main effect is
in terms of reallocation of core network ties towards family members, along with
a higher intensity of the surviving relationships. The absence of major changes in
the size of individual’s social network seem to suggest that, after retirement, indi-
viduals quickly adjust to the new situation, modifying their network to increase
the perceived quality of their social network, probably anticipating a greater need
for informal care. In this respect, more formal welfare assistance to people’s so-
cial needs upon retirement could prove beneficial to support individuals’ demand
for greater care in the transition from work to non-employment, also reducing the
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load on informal care within the family network. Future research should try to bet-
ter understand whether the coping strategies we have highlighted in our research
are also likely to be effective in the longer run, especially for those individuals that
are isolated or become isolated with age. Another open question left unanswered
by our research is how the substitution between weak and strong ties does impact
on the wellbeing of the individual over the ageing process.
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