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Abstract 

 

Background:  This study looks at how previous disability retirement is associated with economic difficulties in cov-

ering the costs of everyday basic necessities in old age, and the extent to which the differences in economic diffi-

culties between old-age pensioners with previous disability pension and other old-age pensioners are mediated 

by health, income and life satisfaction.  

 

Methods:  The survey data includes 2,227 retirees aged 63–85 who were receiving old-age pension in 2017. A 

quarter of them had received a disability pension before their old-age pension. Economic difficulties were meas-

ured through a subjective assessment of how difficult it was to cover the following necessities: food, housing, 

medication, health services, transport, phone and internet use. The odds ratios (OR) and their 95%-confidence 

intervals were analysed with ordered logistic regression models. 

 

Results:  Old-age pensioners with previous disability retirement experienced more economic difficulties in cover-

ing cost of necessities than other old-age pensioners. The differences were especially large among those with a 

mental diagnosis. Health, pension income and life satisfaction attenuated the differences slightly. The fully ad-

justed odds ratio for having economic difficulties in covering the cost of medicine and health care among old-age 

pensioners with previous disability retirement due to mental disorders was 2.15 (95% CI 1.44-3.22) compared to 

other old-age pensioners without previous disability retirement.  

 

Conclusions: Preventing disability retirement among working-age people diminishes the risk of economic difficul-

ties in old age. More attention should be focused especially on those with a high risk of disability retirement due 

to mental disorders.  
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Introduction 

 

Early exit from the labour market due to a disability is a major economic and social issue. Disability retirement 

diminishes years of working life and can negatively affect individuals’ income, as their working career ends prema-

turely. People with a chronic or severe disability usually face a decline in earnings.1,2 Reduced incomes and long 

periods of disability may contingently lead disability retirees to face a high risk of economic difficulties. 

 

The association between disability retirement and economic difficulties later in life is a relatively less-studied sub-

ject. Earlier studies have found that people who have received disability or sickness benefits have the poorest 

well-being in old age.3,4 Finnish studies have found that disability pensioners have lower incomes5,6 and their sub-

jective economic well-being is lower than that of other pensioners.7 Especially those who have retired due to a 

disability at a younger age1, those who have a mental disorder8,9 or have been unemployed before disability re-

tirement6 are at a high risk of facing economic difficulties. Earlier studies have mainly focused on incomes or well-

being in general; in this study, the primary point of interest is economic difficulties faced by old-age pensioners.  

 

Economic difficulties refer to the self-reported strain of meeting everyday basic necessities. Three specific factors 

are relevant as potential explanations for more prevalent economic difficulties among those with previous disabil-

ity retirement: lower income, higher expenses due to costs related to poor health, and a more negative subjective 

experience of one’s life situation. Earlier studies have found a clear association between subjective economic dif-

ficulties and incomes.10,11 In Finland, earnings-related disability pension accrues from a person’s insured work his-

tory, and it also includes the projected pension component that compensates for the loss of income from the 

time of disability retirement to reaching the old-age retirement age.12 Thus, disability retirement does not neces-

sarily mean low pension income if one’s earnings were high before the disability. However, if a pensioner retired 



 

 

young and had low earnings before disability retirement, the individual’s pension income may remain low. Disa-

bility pensions are converted to old-age pensions of equal amount when one reaches the statutory old-age pen-

sion age. In 2017, the average disability pension was 1,100 euros per month, while the average old-age pension 

was 1,700 euros per month.13 Furthermore, the premature ending of an individual’s working career may reduce 

savings, which may lead to economic difficulties in old-age.   

 

Secondly, in addition to those with a disability pension background having a lower income, their economic diffi-

culties may also be reflected in higher expenses due to costs related to poor health. Earlier studies14,2 have found 

a strong link between disability or poor health and negative economic consequences over an individual’s lifetime.  

In addition to having limited working possibilities, people with ill health often have relatively high medication and 

health-care costs.15,16 This often brings extra economic pressures, especially for those with lowest incomes.  A 

Finnish study17 showed that pensioners’ use of public social and health care services is highest among young disa-

bility retirees and the oldest old-age pensioners.  

  

Thirdly, subjective economic difficulties may reflect generally negative attitudes and poor life satisfaction. Poor 

life satisfaction has been shown to be associated with economic difficulties and a low income level.18 Earlier litera-

ture shows that people with poor health18 and those with poor mental health19,20 have poorer life satisfaction 

than others, which may bear significance also for economic difficulties. 

 

Approximately 25 per cent of Finnish old-age pensioners have been on a disability pension before their old-age 

retirement.5 Disability pensions are granted on the grounds of long-term incapacity to work, and the decision is 

medically defined. The risk of disability retirement increases with age, and disability retirement is most common 

among those aged 60–64.21 Mental health problems are a major single cause of disability retirement in many 

countries, including Finland22. Disability retirees due to mental disorders are also younger than those who retire 

due to physical health, and their pensions are usually lower than others. 

  



 

 

The aim of this study is to explore difficulties in covering the cost of various necessities (such as food, housing, 

medicine, health care, transport and phone and internet use) among old-age pensioners with previous disability 

retirement in Finland. Moreover, we study how pension income, health, and life satisfaction contribute to the dif-

ferences in economic difficulties between old-age pensioners with or without previous disability retirement. The 

importance of disability retirement diagnoses is also studied, and separate analyses are conducted for mental dis-

orders and other diseases. This is because we can expect those who have retired due to mental disorders to have 

greater economic difficulties. Greater economic difficulties among old-age pensioners with previous disability re-

tirement may result from lower incomes, higher costs due to poorer health or subjective experiences that are re-

flected by lower life satisfaction.  

 

 

Methods 

 

The study is based on survey data collected by the Finnish Centre for Pensions in 2017. The questionnaire was 

sent to 4,000 old-age and disability pensioners aged 55–85. The sample was representative of Finnish disability 

and old-age pensioners aged 55-85. The participants of the study were informed that all responses are handled 

confidentially and anonymously and that the answers are linked to the register data of the Finnish Centre for Pen-

sions.   The response rate was 75 per cent. The data included 2,227 old-age pensioners aged 63–85. The question-

naire included large sets of questions, e.g. about pensioners’ subjective economic well-being, incomes, health and 

life satisfaction. The data was weighted so that the data correspond to the distribution of the target group by age, 

gender and pension income.7  

 

Information on the pensioners’ disability pension background was derived from register data from the Finnish 

Centre for Pensions. Prior to their old-age retirement, 561 old-age pensioners (25 per cent) had been on a disabil-

ity pension. An old-age pensioner was defined as having a disability pension background if he/she had received a 

full or partial disability pension or individual early retirement pension before old-age pension. Disability retire-

ment diagnoses were categorised according to the International Classification of Diseases (ICDC-10). We used the 



 

 

two diagnostic groups: mental and behavioural disorders (F00-F99) and other diseases. Over 20 per cent of old-

age pensioners with previous disability retirement had retired due to a mental disorder (N=112).  

 

 

Subjective economic difficulties 

 

The level of difficulty in covering the cost of basic necessities was measured as follows: How easy or difficult it is 

for you to cover the cost of 1) “food”, 2) “housing” (e.g. rent, remuneration, loans), 3) “medicine”, 4) “health 

care” (e.g. to visit a doctor), 5) “transport use” (public transport, own car, taxi) or 6) “phone and internet use”. 

The response alternatives for each question were 1) “very difficult”, 2) “difficult”, 3) “somewhat difficult”, 4) 

“quite easy”, 5) “easy”, 6) “very easy”, 7) “I do not use money for this”. The answers “very easy” and “I do not use 

money for this” were combined. Further categorisations included combinations of the following items: 1) food 

and housing; 2) medicine and health-care services, and 3) transport, phone and internet use. In statistical anal-

yses, the responses were summed up so that the range of answers varied from 2 to 12.  

 

Pension Income 

Information on the gross pension income level was obtained from registers. It included the amount of old-age 

pension per month (from public and private sectors at the end of 2016), but also national and guarantee pension, 

which supplement low earnings-related pension. The amount of pension can be considered a rather good reflec-

tion of a pensioner’s working career, since earnings-related pension accrues based on annual earnings and an ac-

crual rate. 

 

Health  

Self-rated health was based on the respondents’ own estimation of their health. The question was: “Is your pre-

sent state of health: good, rather good, moderate, rather poor or poor? It was categorised into good (good and 

rather good), average (moderate) and poor (rather poor, poor). 

 



 

 

Life satisfaction 

A pensioner’s life satisfaction was measured with the question: “How satisfied are you with your life at present?”.  

The answers were based on a scale from 0 to 10, where 0 means low satisfaction and 10 means high satisfaction. 

We classified life satisfaction into three groups: “0–5” low satisfaction, “6–8” average satisfaction and “9–10” high 

satisfaction. Eurostat uses a similar classification for life satisfaction.18 

 

Other variables were age, gender, marital status, education and housing tenure. 

 

Statistical analysis 

Ordered logistic regression models were used to estimate odds ratios (OR) and their 95% confidence intervals 

(95% CI) for economic difficulties among old-age pensioners with previous disability retirement and other old-age 

pensioners. At first, economic difficulties among old-age pensioners with previous disability pension compared 

with other old-age pensioners were examined (non-adjusted model, model 0). Secondly, age, gender, marital sta-

tus, education and housing tenure were included in the model (model 1). Furthermore, the contribution of pen-

sion income, health, and life satisfaction were studied (models 2-4). The full model included all in the same model 

(model 5). The analyses were conducted separately for old-age pensioners with previous disability retirement due 

to mental disorders and other diseases and for other old-age pensioners without previous disability retirement, 

and also for those old-age pensioners with previous disability retirement due to any cause compared to other old-

age pensioners. We checked the multicollinearity of the independent variables. There were no high correlations 

between these variables, and tests of multicollinearity (VIF values) showed that there exists no multicollinearity.  

 

Results 

 

Old-age pensioners with previous disability retirement experienced more difficulties in covering the cost of food, 

housing, medicine, health services, transportation, and use of phone and internet than other old-age pensioners 

(figure 1). The difficulties were emphasized in covering the cost of medical or health-care services, but also in 

housing and transport costs. In all areas of necessities, old-age pensioners with previous disability retirement due 



 

 

to mental disorders experienced more economic difficulties than other old-age pensioners without any previous 

disability retirement. Roughly 5 per cent of them experienced great difficulty in covering the cost of health-care 

services and 55 per cent of them had at least some difficulties, whereas the corresponding figures for other old-

age pensioners without any previous disability retirement were 1 per cent and 25 per cent. The smallest difficul-

ties were in covering the cost of food and phone and internet use, but these figures were also relatively high 

among old-age pensioners with previous disability retirement due to a mental diagnosis.  

 

Old-age pensioners with previous disability retirement differ from other pensioners. Table 1 shows that they are 

more likely, e.g., to be in poorer health, to be less educated and to rent more often than other old-age pension-

ers. They also have lower pension income and life satisfaction. Old-age pensioners with previous disability retire-

ment due to mental disorders are younger, they are more often women, and they are often higher educated than 

old-age pensioners with previous disability pension due to other diseases.  

 

Table 2 shows how health, pension income and life satisfaction contribute to the differences in economic difficul-

ties between old-age pensioners with and without previous disability retirement. The non-adjusted odds ratio 

(Model 0) for having difficulties covering the cost of food or housing was 2.34 (95% CI 1.94-2.83) among old-age 

retirees who had previously received disability pension due to any cause compared to those with no previous dis-

ability. The odds ratio for having difficulties covering the cost of medicine or health-care services was 3.03 (95 % 

CI 2.52-3.65) and for covering the cost of transportation or phone and internet it was 2.50 (95 % CI 2.07-3.01). The 

risks were even higher among old-age pensioners with previous disability retirement due to mental disorders.  

 

After controlling for age, gender, marital status, education and housing tenure, the odds ratios decreased in all 

three groups of economic difficulties (Model 1). In models 2 to 4, pension income, health and life satisfaction 

were added separately to the models. E.g. the odds ratio for having difficulties covering the cost of medicine and 

health-care services after adjusting pension income (model 2) among old-age retirees with previous disability re-

tirement due to any cause was 2.20 (95% CI 1.82-2.68) and after adjusting health (model 3) and life satisfaction 

(model 4), the odds ratios were 1.62 (95% CI 1.33-1.98) and 1.97 (95% CI  1.62-2.42). Thus, health seemed to have 



 

 

the biggest and pension income the smallest contribution in all three models. Also, the odds ratios were the high-

est among old-age pensioners with previous disability retirement due to mental disorders.  

 

Finally, all factors were added to the model simultaneously (model 5). Small differences between old age pension-

ers with previous disability retirement due to any cause and other old-age pensioners exists in all three models 

after adjustment. The highest odds ratios exist among those with previous disability retirement due to mental 

disorders. For example, the fully adjusted odds ratio for having difficulties covering the cost of medicine and 

health care among old-age pensioners with previous disability retirement due to mental disorders was 2.15 (95% 

CI 1.44-3.22) compared to other old-age pensioners without previous disability retirement. Smaller but statisti-

cally significant odds ratios for having difficulties covering the cost of food and housing also exist.   

 

 

 

Discussion 

 

The main aim of this study was to explore the differences in economic difficulties between old-age pensioners 

with previous disability retirement and other pensioners, and to determine how health, pension income and life 

satisfaction contribute to these differences. We also examined economic difficulties among old-age pensioners 

with previous disability retirement due to mental disorders and other diseases. Our results are in line with previ-

ous studies showing that disabled individuals have greater economic difficulties and poorer economic well-being 

than others.5,7,23 The results show that old-age pensioners with a disability background have more economic diffi-

culties in covering the cost of necessities than those with no previous disability retirement. Old-age pensioners 

with previous disability retirement due to mental disorders had the most difficulties. Pension income, health and 

life satisfaction attenuated the differences, but not entirely.  

    

Old-age pensioners with previous disability retirement more often have lower incomes, poorer health and lower 

life satisfaction than other old-age pensioners. However, when income level, health and life satisfaction were 



 

 

taken into account, the differences in economic difficulties between these two groups declined. Health seemed to 

have the highest contribution to the differences in all groups of necessities, especially in covering the costs of 

medicine and health-care services. This may be because old-age pensioners who are in poor health have more 

health-related expenses.24 The higher cost of medicine and health-care services may also weaken pensioners’ pur-

chasing power when it comes to other necessities. The significance of pension income to the differences in eco-

nomic difficulties was smaller than health or life satisfaction in all groups of necessities. One explanation for this 

might be that pension income does not necessarily reflect a pensioner’s whole economic situation, which is also 

affected by, among other things, household income or wealth. The contribution of life satisfaction was the great-

est between those old-age pensioners with previous disability retirement due to mental disorders and those with-

out previous disability retirement. However, life satisfaction did not fully mediate the differences in economic dif-

ficulties between old-age pensioners with previous disability due to mental disorders and other old-age pension-

ers without previous disability retirement, even if the association of life satisfaction and mental health was found 

to be relatively strong.19  

 

Economic difficulties in old age should be understood partly as a result of pre-retirement life circumstances and 

occurrences during life.25,3 People who continue working until old-age retirement are in many ways a very special-

ised group with relatively good health and high socioeconomic status. Otherwise, those who leave working life 

involuntarily e.g. via disability retirement, often have poorer health and lower socioeconomic status than those 

who remain in working life longer.26-28 People who end up in disability retirement often come from physically de-

manding occupations or have had poorer working conditions.29 Thus, previous occurrences in life and living condi-

tions are likely to have an important role in individuals’ future economic difficulties.   

 

 

Methodological considerations 

 



 

 

 A major advantage of this study is that the economic difficulties are based on self-reported information about a 

large set of necessities. The data also includes reliable and exact register-based information about the pension 

income level, old-age pensioners’ previous disability retirement history and the causes of disability.   

 

We have reliable and representative survey data on 63–85-year-old Finnish old-age pensioners in 2017, with a 

very good response rate (75 per cent). To some extent, our analyses are quite restricted, because the sample size 

was relatively small. For example, old-age pensioners with previous disability retirement were only divided into 

two diagnostic groups. 

 

Previous disability pensioners were compared to all other groups of old-age pensioners. The reference group thus 

includes all old-age pensioners with different backgrounds. There are pensioners who have worked or have been 

partly retired, but those who have also been unemployed before their old-age retirement. This approach may give 

more moderate results than if we had compared purely those old-age pensioners with previous disability retire-

ment to those who have retired from work.  

 

 

Conclusions 

 

The results of our study have evident implications. A disability retirement background is associated with subjec-

tive economic difficulties in old age and it casts a long shadow over later life. In particular, old-age pensioners 

with previous disability retirement due to mental disorders are at high risk of facing economic difficulties. Pre-

venting disability retirement among working-age people and focussing more attention on life events and health 

issues might diminish the risk of economic difficulties in old age.   

 

Health, pension income and life satisfaction as well other sociodemographic factors did not fully explain the dif-

ferences in economic difficulties between old-age pensioners with and without previous disability retirement. 



 

 

Therefore, further and more specific studies are needed to determine what other factors may explain these dif-

ferences. Such factors might be, e.g., previous life circumstances, wealth, unemployment history or social support 

in old age.  
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Key points: 

 

• The disability retirement background is associated with subjective economic difficulties in old age. 

• Old-age pensioners with previous disability retirement due to a mental disorder are at high risk of facing 

economic difficulties. 

• Differences in economic difficulties exist between old-age pensioners with or without previous disability 

retirement after controlling for health, pension income, life satisfaction and other factors. 

• Preventing disability retirement among working-age people diminishes the risk of economic difficulties in 

old age.  
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Figure 1. Difficulties in covering the cost of food, housing, medicine, health-care services and use of transportation, 

phone and internet among old-age pensioners aged 63–85 with or without previous DR, % 



 

 

 

 

 

Table 1. Descriptive statistics on 63–85-years old-age pensioners according to previous disability 

retirement status. 
  
 

 Previous disability retirement due to  No previous 

 

   
disability 

 mental disorders other diseases any disease retirement 

  % % % % 

Age     
63-69 43.0 36.4 37.7 43.5 

70-74 30.7 24.3 25.6 25.4 

75-79 15.1 19.5 18.6 19.7 

80-85 11.2 19.8 18.1 11.4 

      
Gender     

men 38.6 47.8 46.0 45.6 

women 61.4 52.2 54.0 54.4 

      
Marital status     

married/cohabiting 60.4 63.2 62.7 65.7 

divorced/widow/unmarried 39.6 36.8 37.4 34.4 

      
Health     

good 23.3 18.7 19.7 53.6 

average 46.7 51.9 50.9 36.3 

poor 30.0 29.4 29.5 10.0 

      
Education     

primary 45.0 51.0 49.8 36.5 

secondary  32.7 38.3 37.2 31.1 

lower or higher tertiary 22.3 10.7 13.0 32.4 

      

Housing tenure     

own 68.3 67.2 67.4 79.1 

rent 18.3 15.3 15.9 10.2 

other 13.4 17.5 16.7 10.7 

      
Pension income €/year     

-1000 23.2 16.8 18.1 13.6 

1000-1500 35.5 45.2 43.3 28.3 

1500-2000 25.3 21.9 22.6 25.0 

2000-2500 7.5 9.4 9.1 14.9 

2500- 8.5 6.7 7.1 18.3 

      
Life satisfaction     

high 14.2 13.5 13.6 25.5 

average 42.1 57.3 54.4 57.6 

low 43.7 29.2 32.0 17.0 

      
N 112 449 561 1666 

 



 

 

 

Table 2. Dif f iculties in covering the cost of  food or housing, medicine or health-care services, transportation or 
phone and internet among old-age pensioners aged 63–85 according to previous disability retirement (DR) due to 
mental disorders, other or any diseases. Ordered logistic regression analysis with ORs and 95% conf idence 

intervals. Reference group = no previous disability retirement.  
 

OR 95 % CI OR 95 % CI OR 95 % CI OR 95 % CI OR 95 % CI OR 95 % CI

Food and housing

DR due to 

mental 

disorders

3.03 1.99-4.61 2.66 1.75-4.04 2.42 1.59-3.67 2.01 1.34-3.01 1.98 1.31-3.02 1.68 1.10-2.57

DR due to 

other 

diseases 

2.20 1.80-2.71 1.64 1.32-2.04 1.48 1.18-1.85 1.28 1.03-1.60 1.38 1.10-1.72 1.16 0.93-1.46

DR due to 

any disease

2.34 1.94-2.83 1.80 1.47-2.20 1.64 1.35-2.02 1.41 1.15-1.72 1.47 1.20-1.81 1.25 1.01-1.54

Medicine and health-

care

DR due to 

mental 

disorders

4.21 2.87-6.20 3.66 2.47-5.44 3.33 2.27-4.87 2.46 1.70-3.57 2.86 1.90-4.30 2.15 1.44-3.22

DR due to 

other 

diseases 

2.82 2.31-3.44 2.11 1.72-2.60 2.00 1.62-2.47 1.46 1.18-1.81 1.82 1.47-2.26 1.41 1.13-1.77

DR due to 

any disease 3.03 2.52-3.65 2.34 1.94-2.85 2.20 1.82-2.68 1.62 1.33-1.98 1.97 1.62-2.42 1.53 1.23-1.88

Traff ic and 

phone and internet

DR due to 

mental 

disorders 2.59 1.79-3.75 2.26 1.55-3.32 2.01 1.37-2.93 1.67 1.17-2.40 1.79 1.21-2.65 1.43 0.96-2.13

DR due to 

other 

diseases 2.47 2.01-3.04 1.92 1.55-2.37 1.78 1.43-2.22 1.41 1.13-1.76 1.65 1.33-2.06 1.35 1.07-1.70

DR due to 

any disease 2.50 2.07-3.01 1.98 1.63-2.41 1.83 1.50-2.23 1.46 1.19-1.79 1.68 1.37-2.05 1.37 1.11-1.68

status+ education+ housing)

Full model

Model 0 Model 1= Model 2= Model 3= Model 4= Model 5=

(Model 0+age+gender+marital (Model 1+ pension income) (Model 1 + health) (Model 1+ life satisfaction)
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