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ABSTRACT
This investigation examines the association of four measures of poverty (income-
based, expenditure-based and asset-based poverty, and material deprivation) with
life satisfaction. Perceived life satisfaction was measured among , older
Chinese persons aged  and over. Besides life satisfaction and measures of
poverty, the study assessed socio-demographic variables, financial strain, health indi-
cators, and social and community resources. Those who faced expenditure-based
poverty, material deprivation and asset-based poverty reported a significantly lower
level of perceived life satisfaction, while the association between expenditure-
based poverty and life satisfaction was found to be the strongest. Other factors that
had an impact on life satisfaction included gender, education and marital status;
financial strain; social support; the number of close family members and friends;
self-rated health; functional capacity; perceived memory; pain; sleep quality; neigh-
bourhood collective efficacy; and engagement in cultural and entertainment activ-
ities. From the theoretical perspective, the findings have strong implications for
the understanding of the factors that shape the perception of quality of life in old
age. Our results also have important policy implications for the official measurement
of poverty, monitoring of the poverty situation and the development of anti-poverty
measures to help older persons living in poverty to improve the quality of their lives.
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Introduction

In the coming decades, Hong Kong will experience an unprecedented demo-
graphic shift. A large number of baby boomers will begin to enter old age
(Census and Statistics Department ) but due to the under-developed
retirement income protection system in Hong Kong, many older persons
may face financial insecurity (Chou ) or even live in poverty (Chan
and Chou ; Lee and Chou ). On the other hand, it is important
to preserve and even enhance life satisfaction in old age by adding years of
high-quality life (West et al. ) and life satisfaction is perceived as one
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potential indicator of successful ageing and efficacy in old age (Baltes and
Baltes ). In any ageing society, life satisfaction among older persons is
the top priority of the public policy agenda because it is an important alterna-
tive assessment of group inequalities and public policy outcomes (Debnath
and Shankar ). Consequently, it is important for policy makers to deter-
mine which circumstances are associated with life satisfaction among older
persons. In this context, understanding how poverty status is associated with
life satisfaction in older adults takes on increased importance. Similar concerns
have arisen in European countries and the United States of America (USA)
due to the financial crises in recent years even though their retirement protec-
tion systems are well-developed (Hershey, Henkens and van Dalen ).
In the past decade, investigation of the link between socio-economic status

and life satisfaction among aged populations has drawn a great deal of atten-
tion in the literature (for a review, see Read, Grundy and Foverskov ).
Life satisfaction is conceptualised as a cognitive component of subjective well-
being and represents how well the current quality of life compares with the
ideal (Angner ), and it is particularly pertinent to older people because
it demonstrates how capable they are of maintaining their quality of life even
as they face diminishing social resources and declining cognitive and physical
abilities due to ageing (Rejeski and Mihalko ). Even more importantly,
life satisfaction is found to be associated with health (Hsu and Jones )
and mortality (St John, Mackenzie and Menec ) among older adults.
Despite the growth of research on life satisfaction, few studies have explored
the impact of living in poverty on satisfaction with life in old age. Due to the
limited data available, in this article, we argue that one of the key elements
for understanding life satisfaction in old age is poverty, which is measured
based on income, expenditure, assets and material deprivation.

Measures of poverty in old age

Surprisingly, the relationship between income and life satisfaction is found
to be significant but weak at most (Pinquart and Sörensen ) and the
association disappears after controlling for other covariates like marital
status, health and social support (Cramm, van Dijk and Nieboer ). A
recent review found that the significant relationships between socio-eco-
nomic disparities in subjective wellbeing in old age are only found in
about half of studies examining this association (Read, Grundy and
Foverskov ). Nevertheless, in the poverty literature, household
income has been widely used to measure poverty in older people because
it is widely available in administrative and survey data, easily understood,
internationally comparable and typically reflects families’ most important
financial sources for their living standards (Fisher et al. ).
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However, measures of poverty based on household income have some
major shortcomings (Ringen ). First of all, they are not capable of cap-
turing the multi-dimensional nature of poverty (Townsend ). There
are also a number of methodological complications involved in the
measure of income, including its sensitive nature and subsequent missing
values, and how to control for household size appropriately. Applying
household income as a measurement of poverty among older people is par-
ticularly problematic (Breheny et al. ) because some older adults are
‘asset-rich but cash-poor’, which means that they might report inadequate
income because they are retired, but have nevertheless accumulated
assets due to savings from their working lives, from which they can draw
to maintain their living standards (Sullivan, Turner and Danziger ).
To overcome limitations of income-based measurements, the poverty line

for older persons can be measured in terms of consumption by setting the
poverty threshold to half the median of household expenditure. Studies
show that some older persons who are considered poor if income is used
as the standard may not be considered poor if consumption is used, and
vice versa (Meyer and Sullivan ). However, consumption can be a
matter of personal preference, which may lead to bias in the measurement
of poverty. Secondly, asset-based measures of poverty are also proposed to
tackle the limitation of income-based poverty, because they are important
for measuring economic wellbeing (Marlier and Atkinson ; Sullivan,
Turner and Danziger ). Surprisingly, most studies of asset poverty
have been conducted in general populations (Brandolini, Magri and
Smeeding ). Assets and wealth are associated with current financial
wellbeing because they can smooth out consumption when income is vola-
tile. An older person is asset-poor if her or his wealth holdings are not
adequate to support the socially determined minimum standard of living
for a given period of time, or are less than the asset limit for eligibility for
welfare programmes (Gornick, Sierminska and Smeeding ).
Lastly, another measure of poverty, namely the material deprivation

index, was developed to assess a family’s or a person’s living standard in a
direct way (Cancian and Meyer ; Nelson ). It directly captures
financial situations by examining the material status of older persons.
Using the material deprivation index, we define poverty as an unacceptably
low standard of living (Ringen ). The index was developed from the
socially perceived necessities approach and builds upon relativity and
consensus theories (Saunders ), which are used to measure poverty
in the general population (Townsend ), though it has recently
been used among aged populations (Berthoud, Blekesaune and Hancock
; Saunders and Sun ), including in Hong Kong (Chou and Lee
).
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Although an overlap of poor families or persons is identified by different
methods of measuring poverty based on income, expenditure, assets and
material deprivation, the overlap is very often not as great as expected
(Fisher et al. ). For instance, there is a significant group of people
who are identified as living in poverty by the material deprivation index
but not by household income proxy, and vice versa (Cancian and Meyer
; Notten ; Sullivan, Turner and Danziger ). Different mea-
sures of poverty also provide different assessments of the effectiveness of a
programme; the effectiveness of a cash-transfer programme is significantly
greater if measured by an income poverty proxy than by the material depriv-
ation index (Cancian and Meyer ; Notten ). Consequently, there
is still controversy over which is the best measure of poverty, while some
argue that different approaches to assessing poverty are generally perceived
as complementary (Marlier et al. ).
Empirical studies have shown that income poverty has negative effects on

life satisfaction in the general population of Chile and Turkey (Bayram et al.
; Samman and Santos ). Assets have been found to be associated
with life satisfaction among retirees in the USA and United Kingdom (Jivraj
and Nazroo ), as well as among older persons in rural India (Banjare,
Dwivedi and Pradhan ). Few studies have analysed the impact of other
measures of poverty, like expenditure-based poverty and material depriv-
ation, on life satisfaction. One exception is the significant bivariate relation-
ship between material deprivation and life satisfaction found among older
people in London (Scharf et al. ), and to our knowledge, no study
has been conducted to examine the relative contribution of different
poverty measures to life satisfaction among older adults. This is indeed a
design weakness of such studies, as they failed to compare the contribution
of these different measures of poverty to life satisfaction.
This paper adds to the literature on life satisfaction and poverty in old age

in three ways. First, this study is the first of its kind to attempt to link the four
measures of poverty to older people’s global assessment of subjective well-
being, namely life satisfaction in older persons. Second, it is the first to
examine the interaction effect of different measures of poverty on life satis-
faction. Finally, we will examine whether the impact of different measures of
poverty on life satisfaction is mediated through financial strain, health
status, and social and community resources.

Poverty among older persons in Hong Kong

Hong Kong’s population will age rapidly in the next three decades and the
aged already form a disproportionately large share of the poor. In , 
per cent of Hong Kong’s population was aged  and over, and this segment
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of the population is predicted to represent about one-third of the popula-
tion by  (Census and Statistics Department ). The growing pro-
portion of the elderly in Hong Kong calls attention to the issue of poverty
in old age. During the period –, the poverty rate among older
people increased from . to . per cent, using half of median
income as a poverty line (Lee and Chou ), which is the official
poverty line implemented in  (Commission on Poverty ).

Need-gratification theory

In the conceptual development of this project, we relied heavily on need-
gratification theory (Maslow ; Oishi et al. ). According to this
theory, life satisfaction is driven by the fulfilment of human needs, including
basic physiological needs, and the need for safety, love and belonging,
esteem and personal growth (Maslow ; Oishi et al. ). Due to differ-
ences between older people living in poverty and those who are not, in
terms of financial strain, health status, and economic, social and community
resources, the former are less likely to attain need-gratification, which in
turn leads to low levels of life satisfaction.
Financial strain, perceived financial security, has a stronger relation with

life satisfaction than income itself among older Hong Kong Chinese persons
(Chou and Chi ) and it is likely that the impact of living in poverty on
life satisfaction is mediated through financial strain. Health status is asso-
ciated with life satisfaction in old age. Self-rated health is found to be the
strongest predictor of life satisfaction in older people (Borg, Hallberg and
Blomqvist ). Besides self-perceived health, medical condition also has
a detrimental effect on life satisfaction (Meléndez et al. ) while func-
tional health and the capacity to engage in autonomous activities are
linked positively with life satisfaction (Jivraj and Nazroo ; Meléndez,
Tomás and Navarro ). It is possible that the impact of living in
poverty on life satisfaction is mediated through health status.
Social resources, including social network and social support, are strongly

associated with life satisfaction in old age (Okabayashi et al. ; Steverink
and Lindenberg ). Older adults who are living in poverty very often
have fewer social resources than those who are not at an economic disadvan-
tage. Therefore, social resources can provide an additional explanation of
the differences in life satisfaction between the poor and the rich. Besides
social resources, certain characteristics of older people living in the commu-
nity are also associated with their life satisfaction. First, neighbourhood social
capital and social cohesion may have a beneficial impact on life satisfaction
among older residents (Cramm, van Dijk and Nieboer ) and participa-
tion in cultural and leisure activities is also related to a higher level of life
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satisfaction (Pinquart and Sörensen ). Some researchers argue that the
direct impact of socio-economic status on life satisfaction may be mediated by
community resources (Pratschke, Haase and McKeown ).
The significance of socio-demographic factors, including age, gender,

educational level and marital status, to life satisfaction among older
persons has also been investigated. Although mixed findings are reported
regarding the association between age and life satisfaction, most researchers
recognise the stability of life satisfaction over time in old age (Gwozdz and
Sousa-Poza ; Von dem Knesebeck et al. ), known as the ‘satisfac-
tion paradox’ (Walker ). Being married has a beneficial impact on
life satisfaction (Pinquart and Sörensen ). On the other hand, the asso-
ciations of life satisfaction with gender and education are still controversial
(Rentfrow, Mellander and Florida ; Waddell and Jacobs-Lawson ).
Based on the literature review above, we hypothesise that consumption-

based andmaterial deprivation will have a stronger effect on life satisfaction,
particularly when compared with income-based poverty, because the former
two measures of poverty directly assess the individual’s standard of living,
which may have a strong link with life satisfaction. Second, interaction of
measures of poverty might have a significant impact on satisfaction with
life. According to need-gratification theory, financial strain, health indica-
tors, and social and community resources might also be anticipated to
have an effect on satisfaction with life; and the differences in life satisfaction
between those who are living in poverty and whose who are not may dis-
appear after we have controlled for the variables related to these four con-
structs. Lastly, we expect that the variability in life satisfaction scores found
by the measures of poverty can be distinguished from those attributable to
the socio-demographic factors, financial strain, health status, and social and
community resources.

Methods

Participants and design

The data for this investigation were taken from a panel investigation of older
persons inHong Kong conducted by The EducationUniversity of Hong Kong
in . The data were collected through a face-to-face household survey
using a structured questionnaire administered by well-trained and experi-
enced interviewers. A sampling frame was drawn from the General
Household Survey database local census list provided by the Census and
Statistics Department of the Hong Kong Special Administration Region
Government. This sampling frame is the most up-to-date, complete and
authoritative sampling frame available in Hong Kong. In total, , older
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persons aged  and over were invited to participate in this study and , of
them completed the survey, giving a response rate of  per cent. Item non-
responses were low (<.%) and missing values were imputed using mean
substitution. Our study protocol was approved by the Human Research
Ethics Committee at The Education University of Hong Kong.

Measures

Table  presents the measurement and coding of variables, the wording of
survey items, and descriptive statistics for the independent and dependent
variables. We have developed and validated the material deprivation
index for Hong Kong aged population based on the material deprivation
questionnaire developed and validated in the Hong Kong general popula-
tion (Saunders, Wong and Wong ). All  items included in the
index have been examined to ensure that they are applicable to the local
context (Chou and Lee ).

Analysis plan

We calculated the conditional change hierarchical regression model in
which life satisfaction serves as the criterion (Aickin ) while there are
six sets of correlates. At the first level, socio-demographic variables, includ-
ing gender, age, education andmarital status, were regressed on life satisfac-
tion scores. The second set included one variable, namely financial strain,
which was found to be a strong predictor of life satisfaction among older
people in Hong Kong, and it is likely that the impact of different measures
of poverty on life satisfaction is mediated by financial strain. The third,
fourth and fifth sets of correlates were variables related to health status
and social and community resources, and they were entered into the regres-
sion model following need-gratification theory in order to provide a more
clear-cut test of measures of poverty. The inclusion of these five sets of vari-
ables was intended to demonstrate the unique contribution of poverty to life
satisfaction in old age.
Once these five sets of variables have been accounted for, a sixth set of

four correlates indicative of poverty status were entered into the model.
These four variables were designed to capture different aspects of the
financial situation of older persons, while poverty was measured based on
household income, household expenditure, personal assets and material
deprivation. The relative contribution of these four variables to life satisfac-
tion was examined in this final regression model. Two-way interactions of
the four measures of poverty were entered into the final model but none
were found to be significant. The multicollinearity problems within and
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T A B L E  . Means, standard deviations (SD), coding of variables and wording of survey questions

Mean SD Coding Wording

Dependent variables:
Life satisfaction . . Eighteen-item scale; scores range from 

(low level of life satisfaction) to  (high
level of life satisfaction). Cronbach’s
alpha = .

Life satisfaction was measured by the Chinese version of the Life
Satisfaction Index-A (LSI-A; Chou and Chi ; Neugarten,
Havighurst and Tobin ). The LSI-A consists of  items
of which three examples are ‘I am just as happy as when I was
younger’, ‘These are the best years of my life’ and ‘As I grow
older, things seem better than I thought they would be’
(response categories:  = strongly disagree;  = strongly
agree).

Poverty variables:
Income poverty . . Dummy variable coded –;  = income-

poor
Household income was assessed by asking respondents to
report the exact amount of monthly household income from
a number of sources, including wages, pension, investment,
transfers from family members living elsewhere,
Comprehensive Social Security Assistance, Old Age Living
Allowance, Old Age Allowance, Community Care Fund and
other government assistance. Monthly household income was
calculated by summing up the values of all the income items.
The dummy variable indicated whether respondents had
household income below half of the median by household
size.

Material deprivation . . Dummy variable coded –;  = deprived A material deprivation index was developed for the elderly and
includes  essential items related to accommodation, food
and clothing; medical care; social connections; and basic
amenities. The dummy variable indicated whether respon-
dents were deprived of at least five essential items due to a
lack of affordability.
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Asset poverty . . Dummy variable coded –;  = asset-poor Personal assets were assessed by asking respondents to report
the value of the following asset items: cash and savings; stocks;
bonds; funds; properties they occupied; properties they did
not occupy; local and overseas businesses; contribution to
retirement schemes; investment trusts; saving insurance; and
other assets. Personal assets were then calculated by sub-
tracting personal debt, including mortgages and all kinds of
loans the respondents owed, from the total assets. The
dummy variable indicated whether respondents had personal
assets below the asset limit for single elderly person cases of
Comprehensive Social Security Assistance (US $,; Social
Welfare Department ).

Expenditure poverty . . Dummy variable coded –;  = expend-
iture-poor

Household expenditure was assessed by asking respondents to
report the exact amount they had spent on the following
items: food, tobacco and alcohol in the past week; clothes,
home appliances, travel and education in the past year; util-
ities, hiring domestic helpers, transportation, necessities,
health care, beauty care, contribution to retirement schemes,
tax, cars, computers, donations, rent, mortgage, insurance,
transfers to family members living elsewhere and other
expenditure in the past month. Weekly and yearly expense
items were multiplied by  and divided by , respectively, to
obtain the corresponding monthly expense. Monthly house-
hold expenditure was calculated by summing up the values of
all the expenditure items and adjusting for household size
using the square root formula. The dummy variable indicated
whether respondents had adjusted household expenditure
below half of the median.

Control variables:
Gender: male . . Dummy variable;  = female,  =male
Age:
‒ (Ref.) . . Dummy variable;  = ‒
‒ . . Dummy variable;  = ‒
+ . . Dummy variable;  = +

Education:
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T A B L E  . (Cont.)

Mean SD Coding Wording

No schooling/pre-
primary (Ref.)

. . Dummy variable;  = no schooling/pre-
primary

Primary . . Dummy variable;  = primary
Secondary or above . . Dummy variable;  = secondary or above

Marital status: married . . Dummy variable;  = not married,  =
married

Financial strain . . Single-item indicator:  =more than
enough;  = very insufficient

Question: ‘Do you have enough income to cover daily
expenses?’ (response categories:  =more than enough;  =
very insufficient).

Social support . . Three-item scale:  = low level;  = high
level. Cronbach’s alpha = .

Respondents were asked ‘‘Do you have someone who looks
after you when you are sick and have to stay in bed for a few
days?’, ‘Do you have someone who can lend you $, when
you have an urgent need?’ and ‘Do you have someone to give
you advice when making an important decision?’ (response
categories: yes/no). Total number of supports received was
calculated.

Number of close
children

. . Continuous variable Question: ‘How many of your children do you feel close to?’

Number of close
relatives

. . Continuous variable Question: ‘How many relatives do you feel close to?’

Number of close friends . . Continuous variable Question: ‘How many friends do you feel close to?’
Self-recognition of
forgetfulness

. . Dummy variable;  = yes Question: ‘Do you feel you have more problems with memory
than most people?’ (response categories: yes/no).

Sleep quality . . Single-item indicator:  = very good;  =
very bad

Question: ‘How often do you feel refreshed after sleep?’ ( =
never;  =most of the time). Reverse coded.

Self-rated health . . Dummy variable;  = poor (codes  and ) Question: ‘How would you describe your health in general?’ (
= very good;  = very poor).

Activities of daily living . . Ten-item scale:  = no impairment;  =
severely impaired. Cronbach’s alpha =
.

Respondents were asked how capable they were of doing ten
tasks independently, including feeding, transfers, dressing,
bowels, bladder, grooming, mobility, toilet use, bathing and
stairs (response categories:  = dependent; // = inde-
pendent). Reverse coded.
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Pain . . Dummy variable;  = present Respondents were asked ‘Have you felt pain in legs, thighs or
hips in the past  months?’ and ‘Have you felt any body
pains in the past four weeks?’ (response categories: yes/no).

Neighbourhood collect-
ive efficacy

. . Eight-item scale:  = low neighbourhood
collective efficacy;  = high neighbour-
hood collective efficacy. Cronbach’s
alpha = .

Respondents were asked how much they agreed with eight
statements drawn from Sampson, Raudenbush and Earls
() describing the neighbourhood they live in. Example
items are: ‘This is a close-knit area’, ‘People around here are
willing to help their neighbours’ and ‘People in this area can
be trusted’ (response categories:  = strongly agree;  =
strongly disagree). Reverse coded. Mean score was calculated.

Engagement in cultural
and entertainment
activities

. . Five-item scale:  = none;  = frequently
engagement. Cronbach’s alpha = .

Respondents were asked about their participation in five activ-
ities: going to the cinema; going to art galleries or museums;
going to the theatre; concerts or the opera; going to restau-
rants, cafés or pubs; and travelling in mainland China or
abroad (response categories:  = none;  = at least twice a
month). Mean frequency was calculated.

Notes: N = ,. Ref.: reference category.
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cross-level have been examined and the measure of multicollinearity,
namely tolerances, are well above the acceptable level.

Results

The overall six-level conditional change model accounted for nearly  per
cent of the variance in life satisfaction scores (R = .). The first level of
the model indicated a significant effect for four socio-demographic vari-
ables, namely age, gender, education and marital status: F(, ,) =
., p < ., R = . (see Table ). Gender and educational level were
found to be significantly related to life satisfaction.
The second hierarchical level, which contained one variable, financial

strain, was also statistically significant: F(, ,) = ., p < ., R =
.. As can be seen in Table , financial strain had a significant and det-
rimental effect on life satisfaction. The incremental R at this level (.%)
was statistically significant: F(, ,) = ., p < .).
As a set, the variables entered in the third, fourth and fifth hierarchical

levels also contributed significantly to the overall model (F(, ,) =
., p < .; F(, ,) = ., p < .; and F(, ,) = ., p
< ., respectively) and those three sets of variables accounted for add-
itional ., . and . per cent of variance in life satisfaction scores,
respectively. The incremental R at these three levels was statistically signifi-
cant: F(, ,) = ., p < .; F(, ,) = ., p < .; F(, ,)
= ., p < .. Among variables related to social resources, social support,
the number of close relatives and the number of close friends were positively
associated with life satisfaction. All five health indicators we examined in this
study, namely poor self-rated health, activities of daily living, pain, self-recog-
nition of forgetfulness and poor sleep quality, were negatively linked to life
satisfaction scores. Lastly, both community resources, namely neighbour-
hood collective efficacy and engagement in cultural and entertainment
activities, had a beneficial impact on life satisfaction.
The final hierarchical level, which contained four measures of poverty,

was found to be statistically significant as a set: F(, ,) = ., p <
., ΔR = .. Asset poverty, expenditure poverty and material depriv-
ation were found to be statistically significant at either the . or .
level. Expenditure poverty, asset poverty and deprivation were negatively
associated with life satisfaction scores. We calculated Cohen d values
(Cohen ), effect sizes for all variables which are statistically significantly
associated with life satisfaction. Table  shows that both asset poverty (d =
.) and material deprivation (d = .) had a moderate negative effect
on life satisfaction scores, while consumption poverty had a substantial
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impact on life satisfaction (d = .) even greater than the impact of self-
rated health (d = .) and financial strain (d = .).

Discussion

Understanding the impact of living in poverty on the life satisfaction of
older persons is important for the promotion of subjective wellbeing in
old age as well as for monitoring the poverty situation and the development

T A B L E  . Hierarchical multiple regression analysis predicting life
satisfaction

Variable B SE (B) Effect size ΔR

Step :
Gender: male −.** . .d

Age (Ref. ‒):
‒ −. . ‒
+ −. . ‒

Education (Ref. No schooling/pre-primary)
Primary .* . .d

Secondary or above . . ‒
Marital status: married .** . .d .***

Step :
Financial strain −.*** . −.b .***

Step :
Social supports .*** . .b

Number of close children . . ‒
Number of close relatives .* . .b

Number of close friends .*** . .b .***
Step :
Self-recognition of forgetfulness −.*** . .d

Sleep quality −.*** . −.b
Self-rated health: poor −.*** . .d

Activities of daily living −.* . −.b
Pain: present −.*** . .d .***

Step :
Neighbourhood collective efficacy .*** . .b

Cultural and entertainment activities .*** . .b .***
Step :
Income-poor −. . ‒
Deprived −.*** . .d

Asset-poor −.* . .d

Expenditure-poor −.*** . .d .***

Notes: B values are unstandardised regression coefficients and SE (B) values are standard errors
for those coefficients. Effect sizes are shown for each statistically significant predictor – these
are standardised beta weights for continuous variables (with superscript b) and Cohen’s d
values for categorical variables (with superscript d). Ref.: reference category.
Significance levels: * p < ., ** p < ., *** p < ..
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of anti-poverty initiatives for older adults. To our knowledge, we are the first
to examine whether different measures of poverty have differential impact
on how people rate their overall satisfaction with their lives in old age. Our
findings in this regard are indisputable. Older persons who are asset-poor,
deprived and expenditure-poor showed lower satisfaction with their lives
but the association between income poverty and life satisfaction disap-
peared after controlling for financial strain, health indicators, and social
and community resources. Therefore, it would appear that the first three
of these measures of poverty are persistently linked with perceptions of sat-
isfaction. To our knowledge, this is the first time that the relative contribu-
tions of these four measures of poverty to life satisfaction in old age have
been compared.
The obvious explanation is that income does not always reflect the stand-

ard of living in old age directly. According to the personal resource model
proposed by Hendricks and Hatch (, ), perception of one’s life
satisfaction is determined by monetary resources. With regard to older
persons, expenditure poverty, asset poverty and material deprivation may
be better indicators of the standard of living or financial resources
enjoyed by older persons. Our findings further indicate that expenditure
poverty has a stronger impact on how older persons evaluate their satisfac-
tion with their lives than asset poverty and material deprivation. The magni-
tude of the impact on perception of life satisfaction is even greater for
consumption poverty than for self-rated health or financial strain.
In addition to the significant impact of measures of poverty on life satis-

faction, other factors like health indicators and social and community
resources demonstrate a substantial impact. In terms of health indicators,
poor self-rated health, functional impairment, pain, poor perceived
memory and poor sleep quality had a profound harmful impact on life sat-
isfaction. These findings are largely consistent with previous studies (Borg,
Hallberg and Blomqvist ; Jivraj and Nazroo ; Meléndez, Tomás
and Navarro ; Smith et al. ). The effect size in Table  reveals
that self-rated health had the greatest impact on life satisfaction among
these five health indicators, followed by self-recognition of forgetfulness.
Some major findings of this study are consistent with the tenets of need-

gratification theory (Maslow ; Oishi et al. ). It is clear that social
and community resources play an important role in the determination of
life satisfaction in old age. Among the four social resource-related variables
we examined, social support, the number of close relatives and the number
of close friends had moderate impacts on life satisfaction. These findings
also are consistent with earlier work (Okabayashi et al. ; Steverink
and Lindenberg ). The finding that both variables related to commu-
nity resources, namely neighbourhood collective efficacy and participation
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in cultural and entertainment activities, had a positive effect on life satisfac-
tion is also consistent with previous studies (Cramm, van Dijk and Nieboer
; Pinquart and Sörensen ).
As noted in the introduction, need-gratification theory also argues that

differences in life satisfaction between the poor and the non-poor may be
explained by differences in financial strain, health status, and social and
community resources. The data from this investigation show that this predic-
tion is only true for income poverty and the inclusion of financial strain,
health indicators, and social and community resources does not make the
association of asset poverty, expenditure poverty and material deprivation
with life satisfaction disappear. Therefore, future studies must be under-
taken to explore other possible mechanisms underlying the impact of
living in poverty on life satisfaction.

Limitations

Although the findings of this investigation are illuminating, caution must be
used in interpreting them because there are several limitations here. First of
all, our findings are based on cross-sectional data, which hampers our cap-
acity to draw causal inferences, but our results nevertheless establish a sign-
ificant association, which is an important step that calls for further
longitudinal study to identify causal relationships. Moreover, poverty is
dynamic rather than static, which is particularly true for older persons
who are living with their adult children who may have lost their job tempor-
arily. The duration and persistence of poverty must be examined in future
studies investigating the association of poverty status with life satisfaction.
Consistent with this suggestion, previous studies have shown that psycho-
logical wellbeing is neither stable nor linear in old age (Gwozdz and
Sousa-Poza ; Kunzmann, Little and Smith ). Consequently,
future studies that examine life satisfaction over a longer period of time
would be useful to clarify the relationship between poverty status and life sat-
isfaction. Future investigation might profitably examine why expenditure
poverty has a stronger impact on life satisfaction than material deprivation
because the latter directly evaluates the standard of living. Lastly, it is pos-
sible that a third individual difference factor not included in our regression
model had an impact on both measures of poverty and life satisfaction.

Conclusion

In the coming decades, the number of older persons will increase quickly
and a substantial portion of them will not be adequately prepared in
terms of income security. In other words, some will experience financial
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hardship or a variety of financial strains. The findings of this study clearly
indicate that expenditure poverty, asset poverty and material deprivation
adversely affect older people’s subjective wellbeing. This is a consequential
outcome given the fact that subjective wellbeing certainly is associated with
mental health. That being the case, from a policy perspective, at a
minimum, the government should consider including these three measures
of poverty in the official definition of the poverty line so that the situation
can be monitored in a more comprehensive manner. Secondly, anti-
poverty measures may have to go beyond the standard topic of financial
support in cash and in kind (housing, transportation and food) to
address other issues, including psychological wellbeing. Other policy initia-
tives could involve the development of services and programmes which
might strengthen the social support and networks of older persons and
increase the community resources in their neighbourhood. All these may
benefit the subjective wellbeing of older persons living in poverty because
they are associated with life satisfaction in our regression model. After all,
the findings of this investigation clearly demonstrate that poverty measured
by consumption and material deprivation has a strong impact on older
persons’ experience of psychological wellbeing.
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