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1. RESEARCH BACKGROUND AND RELEVANCE OF THE TOPIC 

The ageing society is one of the most prominent demographic challenges of our time. The 

number (and proportion) of retirees is increasing compared to the active working-age 

population, leading to a rise in the elderly dependency ratio. This process and its implications 

engage researchers on various fronts, including the sustainability of social security systems, the 

social and financial well-being of the elderly, transformations in the labour market, and even 

an examination of the effects on the real estate market. All of these aspects are crucial for 

decision makers when it comes to resource allocation and institutional development. 

Understanding an ageing society is not just a macro-level concern; individuals also have a 

responsibility to prepare for longer retirement years. One of the most critical aspects of this 

preparation is ensuring financial security, specifically retirement savings. Retirement savings 

are closely linked to understanding and managing longevity risk, which arises from the 

prolonged life expectancy. Individual longevity risk can manifest itself in multiple ways. For 

example, underestimating life expectancy leads an individual to plan for a shorter retirement 

period than necessary, resulting in inadequate financial coverage to maintain the desired well-

being. They fail to secure savings for potential future expenses and do not account for the impact 

of increasing inflation, which can be significant over a 20-30-year retirement period. As a result, 

individuals may not adequately prepare for possible shocks, such as health-related issues during 

their retirement years or household changes, such as the loss of the spouse. 

All of these factors highlight the importance of financial awareness, specifically retirement 

awareness, which is synonymous with the term "öngondoskodás" in Hungarian terminology. 

While this term may not be found in international literature, it aptly expresses the idea that 

individuals must take responsibility for their own financial well-being, particularly to ensure a 

comfortable retirement. 

In the doctoral dissertation, we investigate the topic of retirement awareness in ageing 

societies. Given the vast scope of this subject, it is not feasible to comprehensively examine 

every aspect within the confines of a single dissertation. Accordingly, we focus in greater detail 

on select chapters (lessons) aligned with the title. Our research centres on the challenges faced 

by ageing societies and, in connection with this, we explore the byproduct of sustainability in 

state-funded pension systems, namely individual retirement savings. 
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In examining societal processes and pension systems, our primary focus is on two key age 

groups: the youth and the elderly. Young people have the advantage of being away from 

retirement, which allows them ample time to prepare without the need for significant efforts or 

sacrifices. However, achieving this preparedness requires awareness and a certain change in 

lifestyle, which requires a transformation in mindset. Therefore, retirement awareness is a 

central topic of the dissertation. The other age group under scrutiny comprises retirees, where 

the results of their preparations and individual retirement savings become readily apparent. 

The structural framework of the dissertation mirrors the various stages of the lifecycle. The 

second chapter serves as an introductory section, where we draw attention to one of the 

fundamental issues of retirement systems in ageing societies by examining the trends in life 

expectancy among OECD countries. This issue concerns the prolonged (and unpredictably 

lengthy) years of retirement. Over the past 20-25 years, life expectancy has shown a significant 

increase in all OECD countries. However, the adjustment of retirement age, where 

implemented, often lags behind these natural shifts. The pace of life expectancy growth differs 

between developed and emerging countries, resulting in a reduction in the life expectancy gap 

between these groups (Raleigh 2019). Some countries have even experienced a mild decline in 

the upward trend of life expectancy growth. Vaskövi (2018) notes that it is yet unclear whether 

this decline represents a trend reversal or a transient pause. However, it is evident that the 

growth of life expectancy cannot be perpetual and constant. Today, experts examining life 

expectancy growth fall into two clearly delineated camps. The pessimistic camp (Olshansky et 

al., 2005; Ridsdale and Gallop, 2010) suggests that there are health limitations to life 

expectancy growth, such as obesity, age-related illnesses, and cardiovascular diseases, which 

are globally prevalent in modern societies. In contrast, the optimistic camp (Vaupel 2002, 

Christensen et al. 2009) posits that human life expectancy growth may be limitless and, as a 

result, a significant portion of those born in the 21st century could reasonably expect to celebrate 

their 100th birthday with great certainty. 

The third chapter, of a descriptive nature, involves a comparative analysis of the pension 

systems and retirement savings opportunities in the four Visegrad countries. Hungary has long 

needed a comprehensive pension reform that aligns the principles and parameters of the state 

pension pillar with the challenges posed by the increasing life expectancy of retirees, all in the 

interest of sustainability. Therefore, drawing upon the paths traversed by the neighbouring 

Visegrad countries (Slovakia, Czech Republic, and Poland) that share similar social and 

economic trajectories, we provide a detailed list of reform elements applicable to Hungary's 
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state pension pillar. These elements are placed alongside reform proposals advocated by 

Hungarian pension experts. 

The primary consideration for these proposed reforms is the simultaneous pursuit of 

sustainability (related to the increasing longevity risk and the necessity of retirement savings) 

and the financial security of the elderly. This is in line with systems such as the Slovak point 

system or the Polish NDC system, where individuals can regularly monitor the development of 

their contributions during their active years, enabling them to project the size of their future 

pension. Annual regular statements can serve as strong incentives to increase retirement 

awareness. 

Among the proposed reform measures, several are deemed worthy of consideration by 

Hungarian pension experts. For example, Banyár (2023), much like the Slovak system, 

advocates the implementation of a point-based pension reform based on the German model. 

Augusztinovics and Matits (2010 and 2015), as well as Borlói and Réti (2010), had already 

expressed their preference for the point-based system, with Simonovits (2018) joining their 

ranks later on. 

Their primary arguments in favour of the point-based pension calculation system include 

its simplicity, transparency, and its indirect promotion of financial literacy. Another advantage 

of the system is its adherence to the principle of proportionality, ensuring that the pension 

received during retirement remains proportional to the contributions made. Augusztinovics and 

Matits (2010) also proposed a basic pension alongside the point-based system, a concept that is 

present in the Czech pension system. The objective of the basic pension is to significantly 

reduce the risk of old age poverty among the lowest-income individuals. 

Simonovits has long advocated for a simplifying measure to address the disparities in 

valorisation and indexation during different economic periods, which have resulted in 

significant differences between old and new average pensions. He believes that this 

simplification could potentially involve transitioning to a point-based system to rectify the 

differences caused by the deviation between the wage index and the consumer price index 

(Simonovits, 2018). 

The third chapter lays the theoretical foundation for the fourth chapter, in which we analyse 

expectations related to the state pension system using primary data from an online survey. 

Primary data were collected in Hungary in 2019, in which 320 (mostly students at Corvinus 

University) were interviewed about their expectations about the state pension system. 
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Retirement awareness represents a specialised and challenging subset of financial literacy, 

often focussing on financial and well-being preparations for distant and uncertain retirement 

years. Its basis lies in recognising both the longevity risk and the individual's current financial 

situation, as well as mapping out future possibilities. The importance of recognising longevity 

risk (longevity literacy) has been highlighted by Yakoboski et al. (2023) in their recent study, 

emphasising the close connection between retirement awareness and understanding longevity 

risk. Consequently, an individual can make long-term decisions that ensure the expected quality 

of life in the years following retirement. This is primarily achieved through savings, which 

implies that retirement awareness assumes that individuals possess the appropriate financial 

knowledge, plan for the long term, assess significant longevity risk, recognise the necessity of 

savings, and actively manage their finances for this purpose. 

A. Lusardi and O. Mitchell (2010 and 2014) articulated as far back as 2010 that those with 

higher financial literacy tend to think long-term regarding their financial savings, allowing them 

to plan for their retirement years with greater confidence. This notion was further supported by 

Hauff et al. (2020) and Yakoboski et al. (2022), indicating that retirement awareness 

encompasses acquiring financial knowledge (including understanding the pension system and 

longevity risk), striving for long-term financial security, maintaining an appropriate attitude, 

and undergoing voluntary and regular retirement-focused savings training. However, in 

Hungary, there is relatively limited literature that specifically addresses retirement awareness 

and expectations (Czibik and Medgyesi, 2007; Ágoston et al., 2016; Aegon, 2019). Therefore, 

the expectations research presented in this chapter is an important contribution to the field. 

In the fifth chapter, we examined the "effectiveness" of retirement awareness by analyzing 

data from 25 European countries. In this chapter, we combined macro- and micro-level data to 

link the generosity of pension systems and the footprint of individual retirement savings to 

indicators of old age poverty. Kwan and Walsh (2018) provide a comprehensive review of the 

literature on the topic of elderly poverty. They note that, despite a significant number of studies 

on poverty in general, there are relatively few dedicated to analysing elderly poverty. Studies 

typically explore the relationships between demographic factors and elderly poverty, such as 

education, household composition (living alone or with others), migration, and age, which are 

recognised as significant influencing factors (Lusardi, 2019; Ebbinghaus, 2019). 

Finally, in the sixth chapter, we addressed the quality of life in retirement years, focussing 

on the last stage of the lifecycle. We highlighted five critical factors that have been analysed in 

previous publications as determinants of elderly well-being: 
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(i) education (Mirowsky and Ross, 2003; Foverskov et al., 2018; Becchetti, 2018), 

(ii) health (Motel-Klingebiel et al., 2004; Chatterji et al., 2015; Grané et al., 2020), 

(iii) investment habits (Garcia and Marques, 2017; Dohmen et al., 2017; Ostrovsky-

Berman and Litwin, 2019; Semanez-Larkin et al., 2020), 

(iv) marital status (Slagsvold, 2016; Monostori, 2017; Luchetti et al., 2020; Hajek, 2020),  

(v) general sense of happiness. 

The research had its starting point in the fact that 2012 was designated the European Year 

of Active Ageing, during which numerous initiatives were launched in Hungary, as well as to 

improve the quality of life of older adults and preserve their activity. Several Hungarian studies 

also emerged on the topic of active ageing (Walker, 2009; Gyarmati, 2009; Semsei, 2013; 

Lampek, 2015). However, we seem to have "forgotten" about our retirees. In the past 5-6 years, 

demographic-economic studies in Hungary have almost completely lacked analysis of the older 

age group. The ageing of society has typically been examined from other angles, such as various 

ageing metrics (Vargha, 2015; Banyár, 2020), the sustainability of pension and healthcare 

systems (Bajkó, 2015; Kovács et al., 2015; Németh et al., 2019; Péter et al., 2020), lifelong 

learning and activity in old age (Vehrer, 2017; Berde-Kuncz, 2019; Kenesei et al., 2019), 

working as a pensioner (Csoba, 2020), or early retirement. Therefore, our study, which 

compared 24 European countries based on microdata of approximately 17,700 retirees, 

considering factors such as region, education, income, and age, may help fill this research gap. 
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2. METHODS AND DATA USED IN THE RESEARCH 

Our research explored the retirement awareness in ageing societies using various datasets 

and statistical methods. The main value of the dissertation lies in its approach to addressing the 

issues by analysing both macro and microdata. Macro-level data were obtained from Eurostat 

and OECD databases, while microdata were collected from the SHARE database. The empirical 

analysis is complemented by primary data collection, where we mapped the retirement 

expectations of young individuals based on our own questionnaire-based data. 

In general, we employed suitable methods to explore the mutual relationships between data, 

dimension reduction, and classification. The methodological framework of the dissertation 

includes various clustering techniques, factor analysis, and multidimensional scaling, which are 

summarised in Table 2.1. These methods were used to analyse the data, identify patterns, and 

derive meaningful insights from the dataset. 

Table 2.1: The methods and data used in the dissertation 

Chapter Title Methodology Data 

Chapter 2 
Mortality, Life Expectancy, 

and Retirement Age 

Clustering: 

- hierarchical 

- k-means 

- k-median 

OECD, 2019 

HMDB, 2014 

Chapter 3 

Pension Systems and 

Retirement Savings in the 

Visegrad Countries 

Multidimensional scaling 
Eurostat, and 

OECD, 2020 

Chapter 4 
Young People's Retirement 

Expectations in Hungary 

Factor analysis (PCA) 

Mann-Whitney U-test 

primary data 

collection, 2019 

Chapter 5 
Old Age Poverty and Pension 

Awareness in Europe 

Hierarchical clustering 

Multidimensional scaling 

OECD, 2018 

SHARE, 2017 

Chapter 6 
Quality of Life in Retirement 

Along Five Factors 

Factor analysis (PCA) 

ANOVA-test 
SHARE, 2017 

 

In the five main chapters, we focus on different groups of countries, so the analyses are 

extended to the OECD, EU, and V4 countries. The selection of countries was not arbitrary, but 

rather was driven by the limitations of available data. We started with as many countries as 

possible, primarily using publicly available data for OECD countries. However, when 

incorporating microdata, we had to narrow down the range of analysed countries due to the 

SHARE survey's focus on European retirees. In the study of pension systems, we further 

reduced the number of countries to V4, as presenting and comparing the pension systems of 24-
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27 European countries would go beyond the scope of the dissertation. When examining young 

people's expectations, we found it most convenient (taking financial and time constraints into 

account) to gather data in Hungary, specifically among students at Corvinus University. 

In the second chapter, we performed clustering of OECD countries based on life 

expectancy and retirement age, and in the fifth chapter, we grouped EU countries according to 

elderly poverty and retirement awareness using hierarchical agglomerative clustering, where 

we used the standardised values of our variables. Robustness was further reinforced with 

partitioning (McQueen's) k-means clustering. In hierarchical clustering, we applied Ward's 

method, with the goal of keeping variability within the cluster as small as possible. 

We clustered the mortality probabilities of EU countries using the k-medians method. The 

goal of the k-median (or p-medians) procedure is not to align the groups with calculated cluster 

centroids but rather with actual data points. When using the multidimensional k-medians 

algorithm, we first calculate a distance or similarity matrix and then determine the actual cluster 

centre, assigning individual observations in a way that minimises the absolute difference. To 

compute the distance matrix, we used the QDEV asymmetric distance measure developed by 

Arató et al. (2009), which takes into account the number of observations in each age group 

(Equation 2.1). 

𝑄𝐷𝐸𝑉 =∑
𝑒𝑖
𝑎 ∙ (𝑞𝑖

𝑎 − 𝑞𝑖
𝑏)2

𝑞𝑖
𝑏

𝑁

𝑖=𝐾

 

In the fourth chapter, we applied factor analysis to the variables in the retirement 

expectations questionnaire. In the sixth chapter, we also used factor analysis on the SHARE 

microdata of European retirees. Our goal in both chapters was to create uncorrelated 

components that preserve the maximum amount of information about the included variables 

while reducing them to a manageable dimensionality. Principal Component Analysis (PCA) is 

based on the eigenvalue-eigenvector decomposition of the correlation matrix (R) of the p 

number of variables included in the analysis. The resulting uncorrelated principal components 

are linear combinations of the original variables. The mathematics of principal component 

analysis is described by Kovács (2014) and is presented similarly to the two applications in the 

dissertation, as shown by Grané et al. (2021).  

We conducted PCA on the variables with Kaiser normalisation in both chapters, and to 

enhance interpretability, we applied Varimax rotation to obtain the final components. It is 

important to highlight that in both chapters, our variables were factors correlated with each 

(2.1) 
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other but not in a causal relationship. Therefore, we aimed to create a model that could use the 

correlations between variables for clustering and dimension reduction. In neither of our models 

had a dependent variable (Y); our objective was to examine the factors influencing retirement 

expectations and the quality of life of retirees based on their mutual relationships. 

We tested our hypotheses about retirement expectations using Mann-Whitney U tests, 

incorporating the factor scores of the PCA model. We used the factor scores, which are the 

standardised coordinates of the original observations (meaning the mean of the points on each 

factor is 0, and the standard deviation is one). The Mann-Whitney U test is a nonparametric test 

that examines the equality of medians in independent groups. We chose this test because, in our 

case, the entire sample and its subsamples typically did not follow a normal distribution. 

In the fifth chapter (and also in the third chapter for visualising the comparison of pension 

systems in the Visegrad countries) we used Multidimensional Scaling (MDS) with ALSCAL 

(Alternating Least-Squares Algorithm) to reduce the space created by the dozens of variables 

we included in our analysis and to uncover the relationships between our variables. MDS is a 

less common multivariate statistical method in research practise. It allows for dimension 

reduction in datasets where Principal Component Analysis cannot be applied due to certain 

conditions. In our data of 25 European countries, the n > 5p condition is not met because n = 

25, while p = 37 (where n is the number of observations, and p is the number of variables). The 

MDS method works by mapping differences to spatial coordinates. We used metric scaling, in 

which the derived coordinates are obtained by performing the eigenvalue-eigenvector 

decomposition of the distance matrix of observations. The goodness of fit of the MDS model, 

i.e., the similarity between the mapped and the original space, was measured using Kruskal's 

STRESS (Standardised Residual Sum of Squares) index. 

Finally, in the sixth chapter, alongside PCA, we also applied ANOVA tests. In the initial 

factor model, there were variables that, when omitted, resulted in better model statistics. 

However, these variables were still valuable for describing the quality of life of European 

pensioners. Therefore, we compared the factor model with these variables with the category 

variables that they formed using analysis of variance (ANOVA).
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3. SCIENTIFIC RESULTS 

The main findings of the thesis chapters are presented in this third section. 

3.1 Mortality, life expectancy, and retirement age 

The analysis of life expectancy and retirement age trends discussed in this chapter is based 

on the English study by Kovács-Vaskövi (2019a). The analysis of mortality rates in European 

countries was presented in Ágoston-Vaskövi (2020). 

During the past two decades, life expectancy at birth has increased by an average of 5 years 

in OECD countries, reaching 81 years, while life expectancy at 65 has increased by 3.3 years, 

reaching 20 years. In this chapter, we pointed out that the increase in life expectancy must 

necessarily contribute to active years, leading to an increase in the official and effective 

retirement age in almost every country studied. Based on data from 35 OECD countries, we 

found that an average 5-year increase in life expectancy induced a 2-year increase in effective 

retirement age between 1996 and 2019. We also examined healthy life expectancy and found 

that its increase is currently lagging behind other life indicators. 

Using two different methodologies, we clustered OECD and EU countries to identify 

groupings based on variables such as mortality, life expectancy, and retirement age. Both data 

and methods suggest that historical and economic differences are clearly visible between 

developed and emerging countries based on indicators of life expectancy and retirement age. In 

both Europe and the OECD countries, three distinct clusters can be identified based on trends 

in life expectancy indicators. According to mortality data for European countries, the Eastern 

European block corresponds to the "emerging" group of OECD countries, where life 

expectancy is relatively low, mortality is high, but retirement age is moderately high. Based on 

mortality data from Western European countries, they are divided into two clusters, with three 

countries, France, Spain, and Italy, forming a separate cluster with the lowest mortality rates, 

while other developed European countries fall into the ‘comfortable’ and ‘labour ennobles’ 

clusters. (Cluster names are aliases, initiated on the basis of the main characteristics of each 

group.) 
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The non-European OECD countries1, with a few exceptions (MEX, TUR, USA), belong to 

the first cluster (‘labour ennobles’) where life expectancy is the highest, and at the same time, 

the effective retirement age is also the highest. This may indicate that socioeconomic conditions 

significantly influence not only lifestyle, but also individuals' attitudes toward retirement. 

However, Mexico, Turkey, and the USA are placed in the third cluster together with the Central-

Eastern European block of Europe, where life expectancy is the lowest, combined with a 

moderate effective retirement age. 

Figure 3.1: Clustering OECD countries 

based on their life expectancy and labour market exit age 

 

 
1 Non-European OECD countries are: South-Korea, Japan, Israel, New Zealand, Australia, Canada, and Chile. 
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Figure 3.2: Death probabilities for age groups, k-median clustering (k=3) 

 

3.2 Pension systems and retirement savings in the Visegrad countries 

The comparison of the Visegrad countries' pension systems discussed in the third chapter 

appeared in the Hungarian study by Vaskövi-Ráduly (2022). 

In this chapter, our objective was to compare the pension systems of the Visegrad countries, 

providing a detailed overview of the mandatory state pension pillar, supplemented by the 

presentation of pension savings products. The four countries, based on their modern history and 

economic and social events, form a comparable group, and their pension systems could be 

expected to be somewhat similar. In terms of the mandatory state pension pillar, Hungary and 

the Czech Republic have a PAYG DB system, Slovakia uses a points-based system, and Poland 

transitioned to the NDC system. When it comes to pension savings opportunities, the four 

countries present a heterogeneous landscape. Hungary, Slovakia, and Poland followed the 

classical path of pension reform after the postsocialist transition. Due to the significant state 

debt and World Bank recommendations, they transformed their pension systems into two-pillar 

structures. In addition to the state DB pillar, they introduced a capital-funded second pillar. In 

contrast, the Czech Republic, thanks to its balanced public debt, retained a single-pillar pension 

system with only minor deviations. However, demographic trends in Europe at the turn of the 

century have posed sustainability challenges to the state pension pillar in all four countries. 

Cluster 

No
k=3

1

AUT, DEU-E, DEU-W, BEL, 

NLD, DNK, FIN, SWE, GBR, 

IRL, SVN, PRT, LUX

2
HUN, SVK, CZE, POL, BGR, 

LTU, LVA, EST, HRV

3 ESP, ITA, FRA
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Consequently, the role of the third (completely voluntary) pillar has become more pronounced. 

Enhancing individual retirement savings and pension awareness plays a crucial role in all 

examined countries, although the results are far from satisfactory. In Hungary, forms of savings 

incentivised by tax deductions are becoming increasingly popular. However, the per capita 

savings amount may not ensure comfortable retirement for a wide range of people. In Slovakia, 

frequent changes to the rules of the second pillar and the high costs and low tax efficiency of 

the third pillar have made the individual retirement savings unattractive for the population. The 

Czech Republic offers straightforward and popular savings opportunities in the third pillar, but 

Poland has a complex and fragmented pension savings system. 

The three neighbouring Visegrad countries have embarked on the path of reforms needed 

for sustainable pension systems. In Hungary, these changes are still pending. Therefore, we 

conducted a thorough examination of the best practises in the pension systems of the three 

neighbouring countries and compared them with the considerations of Hungarian pension 

experts. In general, there is agreement that adjusting the retirement age (whether upward or 

downwards) should be an essential component of the next reform package, as has already been 

introduced in Slovakia. Other factors, such as point-based vs. NDC systems or recognition of 

childbearing in pension calculations, receive different emphases among our experts, much like 

in our neighbouring countries. 

3.3 Pension expectations in the young generation of Hungary  

The results discussed in this chapter were published in English by Vaskövi-Kovács (2020). 

We conducted a questionnaire survey among Hungarian university students (mostly in 

Corvinus University) regarding their retirement expectations. We found that most respondents 

have pessimistic (or, in certain cases, realistic) expectations regarding the state pension system. 

Negative attitudes may be attributed to the overcomplexity of the pension system, limited 

information, and the fact that the reform of the state pension system in Hungary is delayed, 

raising serious questions among young university students about its sustainability. 

We formulated two hypotheses: 

H1: Retirement expectations differ between students majoring in finance and their non-

finance peers. 

H2: Retirement expectations are independent of gender, in line with the characteristics of a 

unisex pension system. 
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Regarding the H1 hypothesis, we did not find statistically significant differences between 

finance and non-finance students in terms of their retirement expectations or the retirement age 

factor. 

For the H2 hypothesis, there were no differences in retirement expectations between men 

and women. However, there was a significant difference between men and women in terms of 

their expected retirement age. 

Figure 3.3: Differences in pension expectations and retirement age 

along university majors 

 

Figure 3.4: Differences in pension expectations and retirement age 
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Our findings could provide significant input for decision-makers in shaping attitudes towards 

retirement savings. Kovács (2018) also describes in her study that the insurance and pension 

industry sees the opportunity to engage with Generation Y or even younger generations in 

extending retirement savings. These generations have a very long savings period ahead of them 

and are already quite sceptical of the state pension system. This generation significantly 

undervalues the expected replacement rate and overestimates the expected retirement age 

compared to current facts. In this chapter, we thoroughly examined regional differences among 

the respondents, pointing out that respondents from Budapest and Central Hungary have the 

most pessimistic (or realistically cautious) attitudes towards the state pension system in almost 

all aspects. In the case of other regions, we received a mixed picture, with respondents from 

Southern Transdanubia and Northern Hungary showing a more optimistic attitude on several 

questions compared to the average. 

3.4 Old age poverty and financial awareness in Europe 

The research presented in this chapter has been published in English in Vaskövi (2023). 

European countries face various poverty impacts that affect both the elderly and the entire 

population. In addition to the existing literature, we attempted to determine the relative position 

of countries based on factors that influence poverty in those 65 and older, as well as their long-

term savings habits, to create homogeneous clusters. This may serve as an indication for 

decision-makers about intervention points. We found that the 23 examined countries 

(Luxembourg and Bulgaria as outliers are not involved in clustering) can be divided into three 

distinct clusters, each with a unique combination of long-term savings and old age poverty. 

The first cluster ('aware') consists of countries (BEL, CZE, DNK, FIN, ISL, DEU, CHE) 

where long-term saving methods are the most prevalent, combined with favourable 

macroeconomic indicators and a less generous pension system. Elderly poverty in these 

countries is at a moderate level. 

The second cluster ('livable') includes countries (AUT, CYP, FRA, GRC, ITA, PRT, ESP + 

HUN, SVK, SVN) with a high life expectancy and a high elderly pension income, derived 

mainly from the generosity of the state pension system. Overall, elderly well-being is associated 

with moderate financial retirement awareness and elderly poverty. 

The third group of countries ('poor') includes the most vulnerable countries (HRK, POL, 

EST, LVA, LTU, ROM), where European directives provide significant space for policies 
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targeting elderly poverty. In these countries, the least financially aware habits are combined 

with the least generous pension systems, resulting in the highest levels of elderly poverty and 

the lowest life expectancy. 

Figure 3.5: Clusters of the European countries 

 

 

As a supplement to the study on which this chapter is based, we found that in the case of 

Hungary, using the average pension/net average wage ratio (and accordingly scaling the net 

present values of pension benefits) for clustering instead of the net replacement rates calculated 

by the OECD model would result in a significant rearrangement among the clusters. 

By modifying the Hungarian data, not only Hungary but also Slovakia moved to the previous 

third "poor" cluster, thus creating a bipolar group, where one pole consists of the three Baltic 

states and Romania, and the other pole consists of Hungary, Slovakia, Poland, and Croatia. 

Slovenia and Greece also joined the 1st "conscious" cluster, which may warrant further 

investigation (Figure 3.6). 
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Figure 3.6: The dendrogram by recalculating the Hungarian net replacement rate and the 

net present value of pension benefits 

 

3.5 Quality of life in retirement, along five main factors 

In the sixth chapter, our results were published in the studies by Szanyi-Nagy and Vaskövi 

(2021) and Vaskövi et al. (2022). 

The field of gerontology extensively deals with the social, physical, and mental health of 

the elderly, but in the Hungarian economic and demographic literature, the quality of life of 

the elderly is a less researched area. In this chapter, we attempted to provide an overview of 

the well-being of elderly people living in Hungary and the European Union. By examining 

the data of 17,726 retirees from 24 European countries, we reached the following conclusions. 

- Regarding the level of education of the retirees studied, retirees in Northern European 

countries spent the most time in education. The time spent in education increases in 

parallel with the income percentiles of the households. 

- Higher-education people have fewer health problems and fewer chronic illnesses. 

Retirees who are more educated and in better financial situation tend to live healthy 

lifestyles and are willing to spend more on prevention. We confirmed the literature's 

finding that as individuals age, their health deteriorates, and in parallel, women face 

more health problems than men, as their life expectancy is longer. 
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- When examining their investment habits, we found that more highly educated elderly 

people have tried more investment products throughout their lives than those with lower 

levels of education. Therefore, our sample confirmed that prudent investment behaviour 

is associated with higher education. We also found a significant relationship between 

European regions and investment confidence. Retirees living in Northern and Western 

European countries used more investment instruments than those in Eastern and 

Southern regions. 

- Concerning the importance of having a partner (spouse) as a significant social aspect of 

retired life, we found that women live more frequently without a partner than men and 

this effect becomes stronger as they get older. We also found a strong significant 

relationship between income levels and having a partner. 

- In terms of the subjective sense of happiness of the retirees, we identified significant 

differences based on their education and regional categorisation. 

In summary, our findings show that general well-being in old age is primarily influenced by 

education and the financial situation derived from it. Among the highly educated population, 

the occurrence of health problems and multimorbidity is lower, but it naturally increases with 

age. Women generally live alone to a greater extent due to their longer life expectancy, which 

is an important social factor affecting general well-being. "The situation is better in the West 

(and North)," as we found a significant relationship between the region and investment 

awareness, health, having a partner, and overall happiness in the retirement years. 

 

The main contribution of the dissertation to the literature is its extensive methodological 

analysis of various datasets (OECD and EUROSTAT macro data, SHARE, and microdata based 

on a primary survey). It aims to draw attention to the importance of retirement awareness in 

ageing societies. Although knowledge of the state pension pillar is crucial, there is also a 

significant role for personal retirement savings. Recognising and properly managing longevity 

risk is essential in this context. Retirement savings should be adopted as a lifestyle, and is most 

effective when individuals start early and integrate it into their daily thinking. Quality of life in 

old age, including risks of poverty, should be examined as a result of this lifestyle. The risk of 

poverty in old age can be reduced through the use of retirement savings products since 

substantial retirement savings can be accumulated with regular savings, starting early and using 

it to ensure financial security during retirement years. 

Note: English proofreading was done by Writefull. 
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