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Abstract
Individual prosperity and welfare can be measured using both objective and subjective cri-
teria. Although theory and previous research suggest that these two methods can produce 
corresponding results, the measurements can also be inconsistent. Against this background, 
the current paper investigates the relationship between the objective income position of 
older Europeans  (aged 50 + years) and their perception of their financial situation, using 
the seventh wave of the Survey of Health, Aging, and Retirement in Europe (SHARE) con-
ducted in 2017. The main research questions include (1) how is objective income distrib-
uted in old age across Europe?, (2) how do elderly Europeans evaluate their income situa-
tion subjectively?, (3) is there a discrepancy between the objective prosperity position and 
their subjective perception observable?, (4) are there country-specific differences that are 
observable?, and (5) how can such discrepancies be explained?
The results show that objective income positions can be congruent with subjective self-
perceptions, both good (well-being) and bad (deprivation), of one’s income situation. How-
ever, this is not always the case, and country-specific variations do exist. In analyzing the 
causes of the 2 forms of nonconformance—namely, adaptation (satisfaction paradox) and 
dissonance (dissatisfaction dilemma)—this paper concludes that sociodemographic and 
socioeconomic determinants alone cannot account for discrepancies. The consideration of 
certain social-psychological influences or personality traits and especially social compari-
son processes (namely, with one’s past) is essential in explaining both the satisfaction para-
dox and the dissatisfaction dilemma.
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1 Introduction

Increasing poverty and inequality continue to be prominent features of modern societies 
and key issues within social science research. The extent and structure differ strongly 
depending on the theoretical and empirical assumptions made by the researchers, which 
can be attributed to differences in the operationalization and in the methods of meas-
urement”. Further complicating the matter is the fact that in social science research, 
individual prosperity can be measured in several ways. In addition to objective crite-
ria, subjective aspects of the empirical distribution of resources—such as income or 
assets—must often be taken into consideration. Subjective criteria can involve individu-
als’ self-perceptions of their wealth and welfare as well as any feelings of being dis-
advantaged. Indeed, individual well-being is influenced by far more than economics. 
From a broader point of view, subjective well-being depends in general upon various 
subjective criteria like perceived values, individual preferences, (life) satisfaction or the 
general quality of life (see for example Zapf 1979a, and for different concepts in general 
Hagerty et al. 2001).

Objective and subjective measurements of well-being can correspond or be incon-
sistent. In this vein, Zapf’s typology of welfare positions (which will be discussed in 
greater detail below) combines objective living conditions with subjective dimensions 
of well-being and distinguishes four categories for welfare. The consistent positions are 
characterized by either well-being (if good objective living conditions and a good sub-
jective evaluation correspond) or deprivation (if unfavorable objective conditions are 
evaluated as such). Individuals with inconsistent welfare positions can be either subjec-
tively satisfied with objectively unsatisfying living conditions or unsatisfied even though 
their living conditions are good. The former situation is characterized by adaptation, a 
phenomenon referred as the satisfaction paradox. The experience of the latter group has 
been described as dissonance, or the dissatisfaction dilemma.

Against this background, the paper presents findings regarding the relationship between 
objective income positions and their subjective evaluation in a specific vulnerable popula-
tion group: older people. Drawing on data from the seventh wave of the Survey of Health, 
Aging, and Retirement in Europe (SHARE) in 2017, our study analyzed the possible causes 
of inconsistent welfare positions among the older European population (aged 50 + years) in 
26 countries. As older people are an expanding population group in contemporary socie-
ties, it seems beneficial to focus on the objective and subjective well-being of this age 
group. Older populations are also marked by specific vulnerabilities that make them a com-
pelling subject for study. Several challenges during old age can affect an individual’s life 
satisfaction and well-being. Examples include losing independence because of physical or 
cognitive impairments, experiencing health challenges, losing close relationships through 
the death of a spouse or partner, or facing relocation to new contexts (see Hansen and 
Slagsvold 2012; Donisi et al. 2020; Lara et al. 2020; Smith et al. 2002).

Surprisingly, previous research on the well-being of different age groups reveals a para-
dox of higher subjective well-being in older age groups even though the objective qual-
ity of life is often lower (see, for example, Steptoe, Deaton and Stone 2014). In light of 
this, the specific research questions of the manuscript are as follows: (1) how is objective 
income distributed in old age across Europe?, (2) how do elderly Europeans evaluate their 
income situation subjectively?, (3) is there a discrepancy between the objective prosperity 
position and their subjective perception observable?, (4) are there country-specific differ-
ences that are observable?, and (5) how can such discrepancies be explained?
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2  Background (Theoretical)

The question when somebody can be regarded as poor or rich is an important sociologi-
cal topic and shaped the research scene for several decades. As there are different crite-
ria available to determine an individual’s welfare position, ranging from various objec-
tive indicators to several subjective measurements, the extent of poverty and inequality 
as well as the consternation can differ strongly (for an overview of related concepts, see, 
for example, Hagenaars and Vos 1988). For objective criteria, poverty can be defined 
and measured either directly in terms of consumption or indirectly in terms of income 
(see Ringen 1988). While the concept of relative deprivation directly takes into account 
a visible lack of resources and the associated low level of consumption, the indirect 
method measures according to income poverty lines. In contrast, subjective criteria take 
into account a self-evaluation of the economic situation and consider, for example, the 
minimum income required to make ends meet in a given area. Another approach regard-
ing subjective poverty is to ask the family heads what they consider to be the minimum 
income level for their own family (for further subjective concepts, see, in detail, Flik 
and van Praag 1991).

However, how can differences between the objective income position on one hand and 
the perceived situation on the other hand be displayed? According to Zapf (1984), the com-
bination of individual objective income positions and their subjective evaluations results in 
four possible categories of welfare positions (see Table 1). The positions are classified as 
consistent if both measurements (objective and subjective) correspond with one another. 
The welfare position is characterized as well-being if objectively good living conditions are 
also subjectively evaluated as good or, in contrast, as deprivation if objectively unfavora-
ble conditions are evaluated as unfavorable. Individuals with inconsistent welfare positions 
can be either subjectively satisfied with objectively unsatisfying living conditions (adap-
tation) or unsatisfied even though their living conditions are good (dissonance). Olson 
and Schober (1993) have labeled the former phenomenon as satisfaction paradox. Here, 
poor objective living conditions—in our case, characterized by low incomes—are evalu-
ated subjectively as good or are characterized by positive life satisfaction despite poverty. 
The experience of the second inconsistent group has been described as the dissatisfaction 
dilemma. Persons belonging to this group have good objective living conditions yet simul-
taneously evaluate their income situation as subjectively bad.

Why are some people satisfied despite poor objective conditions or unsatisfied 
despite good objective conditions? From a combined theoretical and empirical point of 
view, discrepancies between objective living conditions and their subjective evaluation 
can be explained by various theories. In social psychological research and other health-
related disciplines, such as medicine, the satisfaction paradox can be explained by dif-
ferences in a person’s adaptation to demands, coping behaviors, individual personality 
traits, basic attitudes toward life, or set-points in life satisfaction (see Staudinger 2000; 
Herschbach 2002; Huck 2006; Filipp and Klauer 1991).

Table 1  Individual welfare 
positions. Source: Own 
representation based on Zapf 
1984

Objective conditions Subjective well-being

Good ( +) Bad (−)

Good ( +) Well-being Dissonance
Bad (−) Adaptation Deprivation
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From a psychological point of view the manifestation of well-being depends strongly 
on individual fixed average levels of happiness. According to the set-point theory of well-
being (Kuhn 1962; see also Fujita and Diener 2005; Headey 2007), set-points do not 
change except temporarily, when major life events occur. Brickmann and Campbell (1971) 
coined the adaptation theory of well-being as they observed that individuals returned to a 
baseline even after life-changing events. This phenomenon has been labeled the hedonic 
treadmill, with the baseline being referred to as the equilibrium level (Headey and Wear-
ing 1989, 1992) or set-point (Diener, Lucas and Scollon 2006). According to Lucas et al. 
(2003), adaptations are quick, complete, and inevitable. Stability can be explained mainly 
because of personality and genetic predisposition (Lykken and Tellegen 1996). In this vein, 
Costa and McCrae (1980) show that individuals have different baselines of subjective well-
being that are partly due to differences in their scores of stable personality traits.

Previous findings underline that personality matters for life satisfaction and well-being 
(see also Diener et al. 1999). For instance, the dimensions of extraversion and neuroticism 
have a positive and negative impact, respectively (see, for example, Watson and Clark 1984 
or Lucas, Diener and Suh 1996). Self-esteem, self-efficacy, and a sense of coherence also 
play a relevant role (for an overview, see Herschbach 2002). According to Steel, Schmidt 
and Shultz (2008), life satisfaction in general is greater among people who are more open 
to new experiences, conscientious, extroverted, agreeable, and emotionally stable. In con-
trast, neuroticism leads to more depression and lower life satisfaction values.

Meanwhile, explanations offered by economic and sociological research focus on soci-
odemographic and economic differences, as well as how individuals compare their cur-
rent situation to their past and to  the situation of others. According to Zapf (1979b) and 
Glatzer, Berger and Zapf (1984), the traits of age, gender, educational level, and income are 
important determinants of well-being and welfare positions. Previous research describes a 
U-shaped relationship between life satisfaction and age (see, for example, Blanchflower 
and Oswald 2008 or Stone et al. 2010). However, the empirical results concerning gender-
specific differences in life satisfaction are contradictory. While some studies have reported 
that women are more satisfied with their lives than men, others have found the opposite, 
and still others have observed negligible gender-differences (for an overview of related 
studies, see Joshanloo and Jovanović 2019). Another important determinant of life satisfac-
tion is education. There are some hints that education has a significant effect on life satis-
faction independent of its effect on income, with higher-educated individuals tending to be 
more satisfied with life in general (see Salinas-Jiménez, Artés and Salinas-Jiménez 2011). 
Furthermore, the relationship between individual economic resources, such as income, and 
subjective well-being is also positive but weak (see Schyns 2002, 2000; Diener and Oishi 
2000).

In addition to demographic and economic differences, social comparative processes are 
important (Glatzer 1992). Psychologists like Festinger (1954) have argued that self-image 
depends strongly upon comparison to others, to personal norms and values, and between 
the actual situation and goals and targets (see also Argyle 1987; Veenhoven 1991). Simi-
lar to the Easterlin paradox (1974, see also 1995, 2001), which states that happiness does 
not increase as a country’s income rises, individuals rate their situation not according to 
objective, rational criteria but in comparison to significant others. From the perspective 
of social comparisons, life satisfaction should increase when the comparison with other 
individuals’ current situations or one’s own past situation leads to a positive result. Con-
versely, life satisfaction should decrease when the comparison with either others or the 
past leads to a negative result. In general, Dittmann and Goebel (2010) claim that some 
empirical evidence suggests that social networks have the strongest effect on individual life 
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satisfaction. Analyzing neighborhood effects on life satisfaction, these authors noted higher 
life satisfaction among those living in a higher socioeconomic environment. Furthermore, 
well-being is also affected when a gap between individual economic status and the status 
of the neighborhood exists. Further research from Zou, Ingram and Higgins (2015) sug-
gests that network density also makes a difference in satisfaction. Having a larger number 
of close relationships has a positive impact on an individual’s level of satisfaction with life 
(see also Diener and Seligman 2002; Reis and Gable 2007).

On the basis of theoretical implications and previous findings, this paper combines 
objective and subjective well-being to analyze individual welfare positions in Europe. As 
older people represent a growing population group in contemporary societies as well as 
one often marked by vulnerabilities, it seems beneficial to focus on this specific age group 
and shine light on the welfare positions of the older population in Europe. Against this 
background, it is important to bear in mind that the extent of (life) satisfaction and hap-
piness vary widely across European countries (for an overview, see for example Huppert 
et al. 2009). Variations of well-being can be explained to a large extent by the economic 
performance, the social security level, and the political culture, which in turn enable peo-
ple to live relatively comfortable (e.g., Böhnke 2008; Diener and Lucas 2000; Haller and 
Hadler 2006).

3  Data and Methods

Based on the aforementioned theoretical assumptions and previous research, this paper 
attempts to detect the occurrence of inconsistent welfare positions. As we focus on older 
Europeans, our analyses are based on the seventh wave of the SHARE, conducted in 2017 
(for details on the data, please refer to Börsch-Supan 2020b). Specifically, we focused 
on information related to respondents aged 50 years and older in 26 European countries. 
As the SHARE includes different types of respondents for specific modules, we further 
restricted our sample to the so-called household respondents, as these individuals answered 
all questions related to objective income on behalf of the entire household.

To analyze possible causes of inconsistent welfare positions based on multilevel logistic 
regression models with the occurrence of the satisfaction paradox and the dissatisfaction 
dilemma set as dependent variables, we operationalized respondents’ individual welfare 
positions in accordance with the assumptions introduced by Zapf (1984).

First, the objective financial position was based on the overall income of the entire 
household (after taxes and contributions). Objective living conditions were further assigned 
to the categories “good” and “bad” based on the household’s relative income distribution. 
This was calculated using the household’s net equivalent income and the square root scale, 
which divides household income by the square root of all household members (for details, 
see OECD 2011, 2008). Households who live in precarity (characterized by less than 75% 
of the country-specific median household net equivalent income) were assigned to the cat-
egory “bad”. All others above this threshold were considered to be living in an objectively 
“good” income position.

The subjective evaluation of respondents’ income position and a proxy of feeling finan-
cial restrictions were drawn from the question “how often do you think that shortage of 
money stops you from doing the things you want to do?” and the four answer categories: 
“often”, “sometimes”, “rarely”, and “never”. People who rarely or never experienced 
financial shortages were assigned to the category “good”, while those facing financial 
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restrictions either often or sometimes in everyday life held a “bad” subjective income 
position.

To explain the two  inconsistent welfare positions—that is, the so-called satisfaction 
paradox and the dissatisfaction dilemma—we took different indicators into account, con-
trolling for individual and family-related characteristics. Moreover, to capture the influ-
ence of structural patterns and explain country-specific differences, we further included 
relevant contextual indicators. According to previous research, two important social-demo-
graphic indicators of discrepant individual welfare positions are age and gender. Given that 
migrants earn, on average, lower incomes (OECD 2015) and thus have a higher risk of 
objective poverty, we included the migration background of the respondents to measure 
differences attributable to ethnic and cultural discrepancies. Furthermore, the multivariate 
analyses also include the civil status of the respondent as well as the number of children. 
For number of children, respondents could choose between none, one, two, and three or 
more children. The question regarding civil status included the options of being either mar-
ried, never married, divorced, or widowed.

To control for socioeconomic differences and class-specific patterns, we considered 
the individual level of education and the occupational status of the respondents. Level of 
education was recorded in accordance with the International Standard Classification of 
Education (ISCED) as (1) low (ISCED score of 0–2 points), (2) medium (ISCED score of 
3–4 points), or (3) high (ISCED score of 5–8 points) education. Occupational status con-
sisted of the following categories: (1) employed, (2) unemployed, (3) retired, and (4) not 
employed (such as being a homemaker or being permanently sick or disabled). Moreover, 
since previous research has shown that not only social comparisons matter but also com-
paring one’s current situation with the past, we further considered respondents’ past finan-
cial situation. Experienced financial hardship covers (1) those who had never exposed to a 
financially difficult situation and (2) those who have experienced or currently experiencing 
in financial hardship. However, this question was only included in the retrospective part 
of the seventh wave and was thus not asked of respondents who had already participated 
in the first retrospective version of SHARE, called SHARELIFE, in 2011 (for details, see 
Börsch-Supan 2020a). Therefore, information on financial hardship for these respondents 
was gathered from the SHARELIFE interview in 2011, meaning that the financial situation 
of respondents who did not report an experience of hardship in 2011 may have changed.

Furthermore, our estimations included indicators of subjective well-being and personal-
ity. One variable that may influence an individual’s evaluation of their economic situation 
is the physical health status. In reporting their physical health status, respondents could 
choose from five categories: (1) excellent, (2) very good, (3) good, (4) fair, and (5) poor. 
Additionally, we included overall life satisfaction on a linear scale, with scores ranging 
from zero to 10 points where zero points indicated a respondent was completely dissatis-
fied and 10 points indicated a respondent was completely satisfied.

Reported personality traits were based on the 10-item Big Five Inventory (BFI-10), 
which covers openness, conscientiousness, extraversion, agreeableness, and neuroticism 
(for details, see John and Srivastava 1999). The traits that reflect having an openness to 
experiences include characteristics like being artistic, curious, original, and imaginative 
as well as “intellectual” attributes like being intelligent, insightful, and sophisticated. Con-
scientiousness covers individual differences in the propensity to be self-controlled and to 
delay gratification as well as to be task- and goal-directed, organized, efficient, precise, and 
deliberate. Extraversion encompasses characteristics such as sociability, activity, assertive-
ness, and positive emotions. In contrast with hostility or quarrelsomeness, agreeableness 
implies tender-mindedness (being sensitive, kind, soft-hearted, or sympathetic), altruism 
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(being generous, helping, praising), and trust (being trusting or forgiving). Finally, neuroti-
cism is characterized by feelings of tension, anxiety, and the tendency to be temperamental. 
This stands in contrast to a state of emotional stability, which is marked by calmness and 
contentedness. Each of these 5 personality dimensions was measured with 2 prototypical 
statements representing the high and the low poles of each factor, respectively. For each 
statement, respondents answered according to a five-point Likert scale that ranged from 
“strongly disagree” to “strongly agree”.

Finally, potential regional and country-specific differences can be explained by cultural 
and contextual conditions. Therefore, we also controlled for respondents’ area of residence 
to capture regionally anchored differences within countries and to distinguish whether the 
respondents live in big cities, suburbs of big cities, large towns, small towns, or rural areas. 
To take country-specific differences into account, we further considered contextual indica-
tors for each of the 26  European countries. In addition to the national economic power 
measured by the GDP per capita, we looked at the welfare distribution of states, as cap-
tured by the annual percentage of public social expenditures in relation to the GDP. Moreo-
ver, the general economic situation and recent economic crises in several European coun-
tries were captured by the national poverty rate (60% median line after taxes and transfers) 
and the extent of income inequality (Gini coefficient). All indicators at the country level 
were drawn from Eurostat and refer to the year preceding the interview.

To analyze the determinants of inconsistent welfare positions, we conducted separate 
multivariate analyses for both dependent variables: the satisfaction paradox and the dissat-
isfaction dilemma. Here, the satisfaction paradox included all respondents with an objec-
tively bad income situation and distinguished between those who evaluate their financial 
situation as subjectively good (one point) or bad (zero points). In contrast, the analyses per-
formed regarding the dissatisfaction dilemma covered all respondents with an objectively 
good income situation and differentiated between those who rate their situation as subjec-
tively bad (one point) or good (zero points). Given the nonindependence between observa-
tions, the hierarchical data structure of the SHARE (45,726 respondents nested in 26 coun-
tries) violates basic regression assumptions and might result in inaccurate significance 
values as well as biased standard errors. Therefore, and based on the operationalization of 
our dependent variables, we analyzed inconsistent welfare positions by estimating multi-
level logistic regressions (see, for example, Rabe-Hesketh and Skrondal 2008). In addition 
to the fixed or released parameters at the individual level, these analyses included context 
variables separately to avoid estimation biases that stem from multiple macro-level indica-
tors (Maas and Hox 2005). Moreover, all non-dichotomous variables have been standard-
ized, resulting in all of these variables having a mean value of zero points and a standard 
deviation of one point (see Table 3 for sample characteristics in the annex).

4  Empirical Results

At first glance, the distribution of the objective situation and the subjective evaluation of 
older Europeans reveal that both measurements of welfare differ strongly among countries. 
The objective income situation, as measured by the annual median net household equiva-
lent income and adjusted for purchasing power parity, varies strongly across Europe (see 
Fig. 1). While elderly Europeans have, on average, almost 14,400 euros per year, the aver-
age is by far the highest in Luxembourg (around 32,000 euros), followed by Switzerland 
(approximately 25,000 euros) and Denmark (23,000 euros). In contrast, elderly residents 
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in Romania average the lowest median household income in Europe, receiving less than 
4600 euros per year, followed by those in Bulgaria (5470 euros) and Latvia (5650 euros). 
Overall, the distribution of the objective income highlights a European divide in which the 
countries in Northern and Western Europe achieve incomes (from labor, pensions, or other 
sources) above the European average, while those in Southern and Eastern earn incomes 
below the average.

Furthermore, the distribution of the subjective evaluation of the income situa-
tion also differs across Europe (see Fig.  2). In general, around  48% of all people in 
Europe aged  50 + years stated that they often or sometimes experience financial con-
straints. Again, however, the proportions differ sharply between countries. While the 
percentage of self-reported difficulties in Denmark, Sweden, Switzerland, and Aus-
tria was under 30%, the rates were significantly higher in major parts of Southern and 
Eastern Europe. In Greece, for instance, roughly 90% of the older population reported 
that a shortage of money stops them from doing the things they want to do. This rate 
is also high in Lithuania  (76%), Latvia  (75%), Bulgaria  (68%), Romania  (67%), and 
Cyprus  (67%). Meanwhile, in Luxembourg, Germany, and Belgium, followed by Fin-
land, Hungary, Slovakia, and France, there is a comparatively low proportion of families 
who face financial constraints in everyday life. Thus, all Southern and Eastern European 
countries (with the exception of Hungary and Slovakia) experience financial restrictions 
above the European average. Moreover, such country-specific patterns remain gener-
ally constant if one were to focus only on those respondents who indicated that their 
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financial situation often blocks them from doing things they want to do. While less 
than  17% of all Northern and Western Europeans, as well as respondents from Malta 
and Slovakia, often face such shortages, respondents in Greece (57%) experience such 
critical situations more often, followed by a considerable proportion of persons aged 
50 + years living in Lithuania (48%), Latvia (42%), and Romania (41%). In relation to 
the European average, almost all other Southern and especially Eastern European coun-
tries show higher rates of individuals facing regular economic restrictions, meaning that 
older respondents in these countries must deal with financial shortages more often than 
those in the Northern and Western parts of Europe.

If we further compare the overall situation of objective and subjective financial hard-
ship in Europe, we have to note a considerable mismatch between these two income 
measurements (see Fig.  3). While approximately 48% of elderly Europeans are con-
fronted at least sometimes with feelings of financial shortages, less than 29% can be con-
sidered poor according to their objective financial situation (i.e., earning less than 75% 
of the national net median income, adjusted for household size). However, this unbal-
anced situation again varies strongly amongst the European countries. While the pro-
portion of elderly Europeans with an objectively “bad” income situation differs across 
Europe (ranging from 20% in the Czech Republic to 36% in Cyprus), the differences are 
more pronounced when considering the subjective ability to participate in activities that 
require money. Here, the results show that the discrepancy between the objective and 
subjective situation is more pronounced in Eastern and Southern European countries. 
For instance, more older Europeans in Greece report financial constraints than report 
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being in an objectively poor income situation. While  90% of the Greek population 
50 + years old often or sometimes experience money shortages, only one in four have 
less than 75% of the national median income available and live, therefore, in an objec-
tively precarious financial situation. The discrepancy between subjective feelings versus 
objective situations is especially remarkable in Latvia (77% vs. 29%), Lithuania (76% 
vs. 27%), and Estonia (62% vs. 24%). Meanwhile, in Western and Northern European 
countries, individuals’ objective situation and their subjective feelings are better aligned 
(especially in Luxembourg, Germany, and Austria). In some cases, objective situations 
of financial precarity even outweigh the subjective feelings of financial problems. This 
can be seen especially in Denmark, Sweden, and Switzerland.

Although individuals’ self-evaluation of their financial situation does sometimes dif-
fer from an objective measurement, the subjective and objective distribution of individ-
ual welfare positions for older persons living in Europe are often congruent with each 
other  (see Fig. 4). Overall, more than 42% of elderly Europeans live in an objectively 
favorable income situation and are simultaneously aware of this, putting them in the cat-
egory of well-being. In contrast, approximately 18% of the older population in Europe is 
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characterized by deprivation, in which a bad objective position goes hand-in-hand with 
a bad subjective evaluation.

Still, more than one-third of the elderly respondents exhibited inconsistent objective and 
subjective welfare positions. Specifically, 29% showed dissonant positions (dissatisfaction 
dilemma), while 10% have adapted subjectively to their bad income situation (satisfaction 
paradox). In line with the variations between objective and subjective income across Europe 
(as shown in Fig. 3), the extent of the satisfaction paradox and dissatisfaction dilemma var-
ies widely across Europe. There is considerable variation both in the extent of objective 
poverty and the perception of one’s income situation between countries as well as in the 
specific combinations of objective income situations and subjective perceptions within the 
observed countries. Older people living in a situation of well-being—meaning good objec-
tive and subjective conditions at the same time—most often reside in Denmark  (59%), 
Sweden (58%), Austria (57%), Luxembourg (56%), Germany (55%), Denmark (54%), and 
Switzerland (54%). In contrast, this state of well-being is enjoyed by a comparably low 
percentage (under 30%) of the elderly population in Lithuania, Latvia, Cyprus, Romania, 
Bulgaria, and Croatia—especially in Greece, where the rate is only 9%. When focusing on 
the welfare position of deprivation, which means that people evaluate their poor objective 
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income situation as bad, we can observe that the highest proportions (between 20 to 27%) 
are localized to Southern and Eastern European countries. In contrast, this situation appears 
to be relatively rare in Denmark (8%) and Sweden (10%). With rates between 12 and 17%, 
all other Northern and Western European welfare regimes show a level of deprivation that is 
below the European average (18%). This underscores the conclusion that deprivation is gen-
erally less pronounced in these areas than in the Southern and Eastern parts of Europe (with 
the exceptions of the Czech Republic, Slovakia, and Malta).

Like the consistent welfare positions, the discrepant forms also vary between European 
countries. Older people in the Southern and Eastern parts of Europe are more often dis-
satisfied with their financial situation even though their economic earnings are objectively 
good (dissatisfaction dilemma). However, in many Northern and Central European coun-
tries, the generation aged 50 + years displays the satisfaction paradox more frequently. The 
dissatisfaction dilemma occurs very often in Greece, with 65%, and appears to be compara-
tively rare (18% or lower) in Denmark, Sweden, Switzerland, Germany, Luxembourg, and 
Austria. By contrast, the satisfaction paradox is most common in Northern and Western 
Europe. For instance, more than one-fifth of all older residents in Denmark report experi-
encing no financial shortages, even though they are objectively in an uncomfortable finan-
cial situation. This applies as well to members of the older population living in Switzer-
land, Sweden, Luxembourg, Finland, Austria, Belgium, Germany, and France, who report 
above-average rates of subjective satisfaction despite living in objective precarity.

To explain deviations between the objective economic situation of respondents and their 
subjective evaluation, we estimated multilevel logistic regression model (see Table  2). 
Overall, with increasing age, people tended to be more likely to be satisfied with their sub-
jective income position even if their objective income situation was poor. In contrast, the 
likelihood of the dissatisfaction dilemma decreased with increasing age. Moreover, men 
tended to be more often satisfied with an objectively bad income situation than women. 
In contrast, women were more often dissatisfied with their income situation even when 
they lived in objectively good economic conditions. Migrants showed the satisfaction para-
dox less often and are thus less frequently satisfied with their bad objective situation than 
natives. Additionally, migrants are more often dissatisfied with their financial situation 
even when their objective income is not categorized as bad.

Furthermore, family situation seems to matter. As compared with married Europeans, 
in particular, divorced persons—who may rely on or have to pay alimony—less often find 
themselves in evaluating their poor financial resources as good. It seems that a partnership, 
and thus the possibility of various income streams, can somewhat compensate for objective 
financial restrictions. Single and divorced Europeans are, therefore, more often dissatisfied 
even when the objective situation is good. Furthermore, having children, which typically 
leads to a need for increased financial resources, reduces the satisfaction paradox and pro-
motes also the probability of the dissatisfaction dilemma.

Further, socioeconomic circumstances influence the occurrence of both the satisfac-
tion paradox and the dissatisfaction dilemma. An individual’s level of education is strongly 
linked to both dissonant positions. Here, tertiary-educated individuals tend to be more often 
satisfied with their objectively bad income situation. Similarly, having higher educational 
credentials prevents the bearers from feeling dissatisfied when living in an objectively good 
economic situation. A person’s occupational situation also plays a role. Gainfully employed 
older Europeans as well those who are economically inactive (such as pensioners, home-
makers, or permanently sick individuals) and who may receive income from other sources 
or household members are more often satisfied in an objectively uncomfortable income 
position than those who are unemployed. In turn, the dissatisfaction dilemma occurs more 
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Table 2  Determinants of mismatched welfare positions. Source: SHARE, wave  7  (2017), release  7.1.0, 
Eurostat (2019a, b, c, d), multilevel logistic regressions (separate, for each macro indicator), odds ratios 
(OR), robust standard errors, coefficients refer to the GDP per capita as macro indicator, all independent 
metric variables standardized, own calculations

*** p ≤ 0.01; ** p ≤ 0.05; * p ≤ 0.10

Satisfaction paradox Dissatisfac-
tion dilemma

OR OR

Age 1.59*** 0.73***
Male 1.11** 0.93*
Migrant 0.75*** 1.20***
Civil status (married)
 Never married 0.93 1.27***
 Divorced 0.76*** 1.43***
 Widowed 1.01 1.00

Children (none)
 One 0.76*** 1.31***
 Two 0.83* 1.25***
 Three and more 0.76** 1.41***

Education (low)
 Medium 1.04 0.80***
 High 1.39*** 0.60***

Occupational status (employed)
 Unemployed 0.46*** 1.32***
 Retired 0.84 1.09
 Not employed 0.86 1.20**
 Experienced financial hardship 0.40*** 2.00***

Health status (excellent)
 Very good 0.83 1.09
 Good 0.77** 1.31***
 Fair 0.60*** 1.52***
 Poor 0.56*** 1.46***
 Life satisfaction 1.62*** 0.66***
 Big 5: Extraversion 1.02 1.00
 Big 5: Agreeableness 1.04 0.99
 Big 5: Conscientiousness 1.00 0.97
 Big 5: Neuroticism 0.91*** 1.13***
 Big 5: Openness 0.92** 1.07***

Area of living (a big city)
 The suburbs or outskirts of a big city 0.86 0.94
 A large town 0.98 1.00
 A small town 0.99 0.90**
 A rural area or village 1.10 0.88**
 GDP per capita 1.80*** 0.61***
 Social Expenditures (% of GDP) 1.31*** 0.77***
 Poverty rate 0.55*** 1.67***
 Gini 0.68*** 1.24***
 n (respondents) 12,640 33,086
 n (countries) 26 26
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often for respondents who temporarily had to leave the labor force due to unemployment or 
due to being a homemaker, permanently sick, or on parental leave. However, the explana-
tion behind a match or mismatch of welfare positions goes beyond a person’s current pro-
fessional and economic conditions. How an individual’s current situation compares with 
their past economic situation matters, too. Older people who have experienced financial 
hardship in their lives show the satisfaction paradox significantly less often and the dis-
satisfaction dilemma more often. This pattern indicates that past financial situations have a 
lasting effect when evaluating current financial conditions.

Besides sociodemographic and socioeconomic characteristics, subjective indicators such 
as health status, general life satisfaction, and personality traits could help explain a mismatch 
in welfare positions. While older Europeans who report poor health show the dissatisfaction 
dilemma more often, the reverse is true for the satisfaction paradox, which occurred more 
often among respondents who reported being in excellent or very good health. In contrast, 
respondents who show a higher level of general life satisfaction are less likely to report finan-
cial problems despite their financial situation being objectively poor. They are also less likely 
to feel financially challenged when their situation is objectively good. In addition, personality, 
which previous research has identified as an important factor in general life satisfaction and 
happiness, has a limited effect on a person’s welfare position. Extraversion, agreeableness, 
and conscientiousness have no significant impact. However, neuroticism and openness are 
essential characteristics for explaining a mismatch in welfare positions. Older Europeans with 
higher levels of neuroticism and openness tend to be more often subjectively dissatisfied with 
their objectively good income situations. Higher levels of neuroticism and openness seem to 
promote a more realistic level of self-assessment, since the higher the values for these person-
ality traits, the less often the satisfaction paradox occurs.

Finally, our empirical results reveal not only differences due to sociodemographic and 
socioeconomic indicators and social-psychological and subjective aspects but also differences 
that can be attributed to contextual influences. Regional differences based on population den-
sity within countries are only important for explaining the dissatisfaction dilemma, with dis-
satisfied income feelings occurring significantly more often in densely populated areas than in 
small towns or rural areas. Moreover, structural differences between European countries have 
a noticeable impact on situations of adaptation and dissonance. Here, the higher the prosperity 
of a country in general (as measured by the GDP per capita), the more often the satisfaction 
paradox occurs and the less often individuals are dissatisfied with objectively good income situ-
ations. In stronger welfare states with higher social expenditures, older people experience feel-
ings of financial shortage less often, even though their objective income position is bad, than 
those in countries with lower social protection levels and higher occurrence rates of the dissat-
isfaction dilemma. In line with the country-specific level of economic power and welfare state 
arrangements, the economic uncertainties of European societies matter as well. Older persons 
living in countries with higher poverty rates and more income inequality present the satisfac-
tion paradox less often. In contrast, the dissatisfaction dilemma occurs more often in European 
countries with higher risks of poverty and unequal distribution of income.

5  Conclusions

The objective distribution of income and as well as the subjective evaluation of one’s 
financial situation are important manifestations of one’s opportunities in life. On an 
individual level, objective and subjective welfare positions can correspond with one 
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another or deviate from each other. Analyzing the causes of the two forms of noncon-
formance—namely, adaptation (satisfaction paradox) and dissonance (dissatisfaction 
dilemma)—this paper concludes that, overall, the older population in Europe falls into 
the category of well-being. Nearly every second older European lives in a relatively 
comfortable income situation and has no problem making ends meet. In contrast, 18% 
report living in an objectively bad income situation and feeling those financial restric-
tions. A further 10% are satisfied, although their financial situation is objectively bad, 
while 21% of the older population feel financial constraints even though their objective 
income is good. However, this pattern is not consistent across Europe. While older per-
sons in Denmark, for instance, often show the satisfaction paradox, this phenomenon 
is almost nonexistent in Greece. Moreover, the highest proportion of dissatisfied older 
persons in a relatively good objective economic situation can be found in Greece, while 
Danish and Swedish residents experience the lowest rates of dissonance. Overall, we 
can observe a division between the Northern and Western European countries on one 
side and the Southern and Eastern parts of Europe on the other. The empirical results 
suggest that the satisfaction paradox is a phenomenon that we can observe mainly in the 
North and West of Europe, while in the South and East, the occurrence of the dissatis-
faction dilemma is more prevalent.

How can we explain occurrences of the satisfaction paradox or the dissatisfaction 
dilemma? Beyond sociodemographic and socioeconomic determinants, subjective indi-
cators (physical and psychological) influence a mismatch between objective and subjec-
tive income measurements. Compared to younger generations, older Europeans tend to 
be more often satisfied with their subjective income positions even if their objective 
income situation is bad. This indicates that the satisfaction paradox becomes more prev-
alent with increasing age, while the dissatisfaction dilemma is more common among 
the young. Moreover, our results highlight gender-specific differences in that, compared 
to women aged 50 + years, men tend to be more often satisfied despite objectively poor 
financial resources and simultaneously less often dissatisfied with good living condi-
tions. Differences caused by migration, civil status, and family size should also factor in 
to welfare positions.

Next to sociodemographic indicators, economic resources and educational qualifica-
tions play an important role. Here, education seems to be relevant for explaining mis-
matches between objective and subjective income situations. The higher their level of 
education, the less often an individual is dissatisfied with good objective conditions, 
and vice versa. Furthermore, the occupational status and the accumulated assets of an 
entire household may help determine whether an individual experiences a situation of 
adaptation or dissonance. An individual’s subjective assessment is also influenced by 
how their current financial situation compares to their past situation. Individuals who 
have experienced financial hardship are less often satisfied with bad income positions. 
Instead, they are dissatisfied significantly more often than their peers, even when they 
do not live objectively precariously.

Finally, well-being in general has a lasting effect on individuals’ welfare positions. 
Older Europeans who are healthier (both physically and mentally) and more pleased 
with their life but who show less openness are more often satisfied when their objective 
income position is bad, and vice versa. The presence of the dissatisfaction paradox is 
linked to worse health, higher levels of neuroticism, and a general dissatisfaction with 
one’s life situation.

Country-specific differences can mainly be explained against the background of wel-
fare state arrangements and countries’ differing economic situations. Older people from 
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stronger welfare states are more often satisfied even when their objective situation is bad. 
In contrast, they are less often dissatisfied in objectively good income situations. For soci-
etal poverty and income inequality, we can observe the opposite relationship. Persons 
from countries with greater societal poverty rates and income inequality show the satisfac-
tion paradox less often, while they are more often found in the dissatisfaction dilemma.

However, what are the consequences? Although the majority of older Europeans live 
objectively and subjectively in a relatively comfortable welfare position, the question and 
reality about an apparent discrepancy between objectivity on one side and subjectivity on the 
other side can cause some problems. For individuals, it seems to be psychologically impor-
tant that welfare positions are consistent with each other; otherwise, the mismatch can cause 
cognitive dissonance. Indeed, subjective assessments can become objectively real by virtue of 
the Thomas theorem, which states that “if men define situations as real, they are real in their 
consequences” (Thomas and Thomas 1928). Thus, a subjectively “bad” evaluated income 
situation can influence a persons’ behavior in general and their social participation in par-
ticular, even if there is no objective reason for their decisions. For social policy, it also seems 
especially important to consider those individuals who are satisfied despite an objectively bad 
situation, because they are often invisible with respect to state interventions. Therefore, socio-
logical research should take the discrepancies between objective and subjective income posi-
tions into account more fully and combine both concepts systematically.
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Table 3  Descriptive statistics of the explanatory variables before transformation. Source: SHARE, wave 7 
(2017), release 7.1.0, Eurostat (2019a, b, d, c), unweighted results (rounded), own calculations

Variable Category Min Max Mean Observations

Age 50 104 68.40 45,726
Gender Female 0.62 28,199

Male 0.38 17,527
Migration Native 0.92 42,035

Migrant 0.08 3,691
Civil status Married 0.60 27,217

Never married 0.07 3097
Divorced 0.11 4952
Widowed 0.23 10,460

Children None 0.11 5160
One 0.18 8276
Two 0.42 19,061
Three and more 0.29 13,229

Education Low 0.36 16,518
Medium 0.42 19,237
High 0.22 9971

Occupational status Employed 0,22 9924
Unemployed 0.02 1013
Retired 0.64 29,381
Not employed 0.12 5408

Experienced financial hardship No 0.67 30,626
Yes 0.33 15,100

Health status Excellent 0.06 2520
Very good 0,15 6757
Good 0,37 16,789
Fair 0,31 14,255
Poor 0,12 5,405

Life satisfaction 0 10 7.47 46,726
Big 5: Extraversion 1 5 3.49 45,726
Big 5: Agreeableness 1 5 3.68 45,726
Big 5: Conscientiousness 1 5 4.13 45,726
Big 5: Neuroticism 1 5 2.66 45,726
Big 5: Openness 1 5 3.30 45,726
Area of living A big city 0.16 7276

The suburbs or out-
skirts of a big city

0.08 3579

A large town 0.16 7365
A small town 0.23 10,491
A rural area or village 0.37 17,015

GDP per capita 14,200 76,200 28,427 45,726
Social Expenditures (% of GDP) 0.14 0.32 0.24 45,726
Poverty rate 0.13 0.40 0.23 45,726
Gini 0.24 0.38 0.30 45,726
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