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Age and financial satisfaction

FINANCIAL SATISFACTION IN OLD AGE: A SATISFACTION

PARADOX OR A RESULT OF ACCUMULATED WEALTH?

Abstract

Prior research consistently has found that oldaltsddespite low incomes, are more
financially satisfied than younger adults. Thistisiaction paradox” is typically attributed to
elders’ supposed psychological accommodation te faieancial circumstances. We advance
a different explanation, one that focuses on sultisiaage differences in wealth and
liabilities. Data are from the first wave of the ™M@gian NorLAG study (n=4169). Findings
support the hypothesis that an examination of &kidnge of economic variables shows that
material circumstances are more important to thenicial satisfaction of the elderly than
previously believed. A considerable part of thehkigfinancial satisfaction with increasing
age can thus be explained by greater assets anddbsamong the aged. Nonetheless, assets
and debt do not mediate this relationship at laweomes, because older people with little
income have very little accumulated wealth. As pjaople with little income and wealth
have a much stronger tendency to be financialigfsad than their younger, equally poor

counterparts, an “aging paradox” still remainshis field.
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INTRODUCTION

Financial satisfaction and its relationship to gyaif life have received considerable
attention over the last three decades from gerogists and researchers from other
disciplines (e.g., Bowling, 1995; Keith, 1993; L¢pat al., 1980; Schieman et al., 2001). Yet
our understanding of the sources of financial fattgn remains limited. In particular, as
researchers tend to focus solely on income, Igtlenown about other monetary sources of
financial satisfaction (Danigelis & McIntosh, 20(Hsieh, 2001).

Gerontological research on financial satisfactian largely focused on the seemingly
paradoxical observation that older people, deshée lower levels of income, are more
satisfied financially than younger people. Highsfattion among the elderly also appears to
occur even at very low levels of income, a findaagnciding with the “satisfied poor” or
“satisfaction paradox” phenomenon — high satistactvith poor conditions (e.g., Olson &
Schober, 1993). Given these findings, social psipgists and social gerontologists seem to
endorse the view that financial satisfaction amitregelderly is only weakly correlated with
their financial resources. Furthermore, the consemsthat high financial satisfaction among
the elderly is mainly attributable to the use amtregelderly of passive coping strategies,
such as downward adjustment of needs, aspiramuscomparison standards (e.qg.,
Francoeur, 2002; Hsieh, 2003; Fletcher, 1985).

The aim of this paper is to challenge these vieyvexploring not only the role of income
but also that of property assets, financial asseis,debt in fostering financial satisfaction in
midlife and old age. More specifically, we aim take two main contributions to this
literature. First, we assess whether one can battdgrstand variations in financial
satisfaction by including a wider range of econowadables. Simultaneously, we pay
attention to the relative importance of these foalvariables and the potential moderating

role of age in these relationships. Even if incaheuld have a weaker relationship to



Age and financial satisfaction

financial satisfaction with higher age, other finah variables may turn out to be of particular
salience in old age. The inclusion of assets aht may show the relationship between
economic resources and financial satisfaction dhagje to be stronger than previously
believed. Second, we ask whether the relationstiywden age and financial satisfaction may
be accounted for by the tendency of the elderlyointemporary Western societies to have
more accumulated wealth and substantially fewéiliiees than younger adults (see, e.g.,
Holden & Hatcher, 2006; Statistics Norway, 2002b30, high financial satisfaction in old
age may be less paradoxical than the literaturgesisg.

In addition to broadening the set of indicatorsiméncial standing, our study diverges
from the existing literature in three respects @ed in more detail later). First, we ua&
record information(official register data) about economic resouréesthis source improves
data quality and gives a complete response ragee thas been a call for research that
combines survey information with tax record infotima on economic resources (Diener &
Biswas-Diener, 2002). Second, we use informatiaugjpersonaleconomic resources, which
may be more relevant than household-level dataday's two-income families in Western
societies (Pahl, 2005; Ahuvia, 2002). Third, thigdy is from a Nordic country, which has
less income inequality and more generous welfalieips than most other Western countries,
factors that may affect people’s financial secynigrries, and satisfaction.

This paper proceeds as follows: The first sectexmews prior research documenting the
paradox of high satisfaction despite low income agnihe elderly. We also give a short
overview of the psychological accommodation proessssumed to account for this paradox.
In the second section, we describe the likely gniice of assets and debt on financial
satisfaction, and review the sparse available eogbievidence. Here, we also discuss why
assets and debt may be particularly importantdergbeople’s financial satisfaction. The

third section advances our research questionshwimdrief, focus on whether older people’s
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accounts of high financial satisfaction is besterstbod as a “satisfaction paradox” or, more
prosaically, as attributable to greater wealth famweker liabilities at older ages. In the fourth
section, we set out the methodology and presenethdts. The concluding section discusses

implications for social policy concerns and offetsas for future research.

LITERATURE REVIEW
The relationship between age and financial satiséac
As older persons earn substantially less than faigikrsons, one would expect an inverse
relationship between age and financial satisfacttmwever, consistent evidence from the
U.S. and Europe correlates age positively withrfoial satisfaction, at least from about age
40 (Hazelrigg & Hardy, 1997; Praag & Ferrer-i-Carblh, 2004; Schieman et al., 2001,
Seghieri et al., 2006; Stoller & Stoller, 2003) pigally, about 85% of older Americans
(George, 1993) and Norwegians (Statistics Norwa9g2 are satisfied or very satisfied with
their financial situation (the proportions amongelaerly Norwegians are 5-15% lower).

A closer inspection of U.S. data reveals that whiksan income declines over the second
half of life, particularly following retirement, riancial satisfaction follows an opposite trend
with a clear increase among those beyond workireg(Bgrholt & Windle, 2006; Easterlin,
2006; Hsieh, 2003; Mirowsky & Ross, 1999). Even enpuzzling is that the elderly tend to
be financially satisfied even at very low levelsrmfome (e.g., George, 1992; Stoller &
Stoller, 2003). These findings coincide with thatfsfaction paradox” phenomenon (high
satisfaction with poor living conditions) (Olson&chober, 1993; Slagsvold, 1985), which
seems to be more prevalent in older than in youages (Burholt & Windle, 2006; Ferring &

Filipp, 1997).

The relationship between income and financial $attson
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Reviews of both older (George, 1992, 1993) and mexent studies (Johnson & Krueger,
2006) reveal that the relationship between incontefemancial satisfaction is positive but
moderate in magnitude, showing correlations ara@@e40. According to relative standards
theory (e.g., Campell et al., 1976; Michalos, 19®a)t of the reason for this moderate
correlation is that perceptions of financial saitsion depend more on relative than absolute
income (compared to, e.g., past income or the imcofmelevant others). Several researchers
have provided empirical support for this theorygier et al., 1993; Michalos, 1985; Solberg
et al., 2002).

Substantial evidence shows that the relationshiyvd®n financial resources (using
income as the indicator) and financial satisfactemds to be particularly weak among the
elderly (Fletcher & Lorenz, 1985; Francoeur, 20B2prge, 1992; Hsieh, 2001, 2002, 2003).
In her review of U.S. literature, George (1992)dades that income explains only about half
as much of the variance in financial satisfactioroag older adults, compared to the total
population. The weaker income-financial satisfactiok at older ages seems to be in part
due to a generally high level of financial satisif@t among the elderly, even to the extent

that one can talk of “ceiling effects” (i.e., lesaiance to explain among the elderly).

Why are the elderly more financially satisfied tliaa nonelderly?

In theorizing high financial satisfaction among #iderly, scholars focus on (i) aging, (ii) life
course, and (iii) cohort explanations. These exgilans converge on the idea that an
individual’s level of financial satisfaction is iaksely related to the gap between his or her
resources and his or her perceived needs and @apsaout offer different perspectives on
why this gap tends to be smaller at older agest,Fging explanations are based on the idea
of adaptation or accommodation. Due to limitatiand losses endemic to aging, constraints

on economic resources, and limited opportunitiesniproving their economic situations,
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people tend to adjust down their needs, aspiratemd comparison standards downwards as
they age in order to maintain well-being (FletcRdrorenz, 1985; Francoeur, 2002; George,
1992; Hazelrigg & Hardy, 1997; Heckhausen & BrifA9T; Hsieh, 2003; Liang et al., 1980;
Praag & Ferrer-i-Carbonell, 2004). Second, lifersetexplanations posit that older people,
following retirement and their children’s leavingrhe, have reduced financial needs and,
consequently, should have less trouble “making emeist” (Stoller & Stoller, 2003). Third,
cohort explanations attribute elders’ high levdl§mancial satisfaction to the fact that most
elders experience a sharp contrast between cluaneinpast (childhood and early adulthood)
financial circumstances (Burholt & Windle, 2006ahg & Fairchild, 1979). This idea is
analogous to relative income theory (e.g., Diened.e1993), positing that increases in
income should produce a positive shift in finaneiadl global well-being.

While the sparse available longitudinal evidenaegisome support to an aging effect
(that people become more financially satisfiedhey tage), it gives even more support to
cohort explanations (recent generations beingfieaacially satisfied) (George, 1993; Hsieh,
2000). If the latter holds, the financial satisfactin the elderly population should decrease
through a process of cohort replacement. HsiehARfaund that this inter-cohort effect was
particularly pronounced among the poor, suggestiagthe poor elderly of tomorrow are

likely to be less satisfied financially than theopelderly of today.

ASSETS AND DEBTS AS DETERMINANTS OF FINANCIAL SATFACTION:
THEORY AND FINDINGS
Assets and debt may be important sources of fiahsatisfaction for at least two reasons.
First, assets and debt directly influence the arhotidisposable money presently available.
Second, when individuals assess their financiafsation, they probably not only evaluate

their present financial situation but also consiu@w their current assets and debt holdings
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will affect their ability to meet future needs. &¢sthus may enhance financial satisfaction by
fostering a sense of economic security and acoesbuffer that can be drawn upon in times
of need. Conversely, debts or the lack of assetsgiva rise to economic concerns for the
future (Drentea, 2000), thereby compromising finalngatisfaction.

The two major forms of assets, property assetdiaadcial assets, are likely to have
different impacts on financial satisfaction. Prdpessets may generate funds either through
sale, rental income, or their usefulness in obtgmhortgages and loans. Home ownership
also saves money that would otherwise be spergmntHowever, property assets such as a
home or a car will over time also entail consid&a@xpenses, even after the mortgage is paid
off. In this sense, the effect of property assetfimancial satisfaction may not be
unambiguously positive. Financial assets, on therdtand, are much more readily available
and have no comparable “flipside” (except a smakhith tax). Financial assets may also play
an important role in covering the expenses entdiledroperty assets.

Self-reports of assets and debts typically sufi@mfunderreporting and high nonresponse
(Headey et al., 2005; Headey & Wooden, 2004; Jettal., 1999), problems that may be
even more substantial than those for self-repdriiscome (Hermalin et al., 2002; Radner,
1992). Consequently, few data sets have high-quaktasures of assets and debt (Crystal,
1996). Research on the role of assets and deptedistors of subjective outcomes is thus
limited to a few recent studies.

This limited literature has shown that, in a mutiate context, wealth and debt seem to
have strong effects on financial satisfaction, équaize to that of income. Zimmermann
(2006) found, using American panel data (ages 23tB@&t measures of assets and debts
explain more of the variance in financial satisfacthan household income. Headey and
colleagues (Headey et al., 2005; Headey & Woode®4 R using Australian panel data (ages

15 and older), found that self-reported househeldwvorth (assets minus debts) is at least as
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important to financial satisfaction and global kfatisfaction as disposable household income.
Praag & Ferrer-i-Carbonell (2004), using German E@Kddata, found that savings and

income were about equally predictive of financetisfaction. Johnsen & Kruger (2006),
however, recently observed that among Americand a§€e74, financial satisfaction

correlates somewhat more strongly to income (.2&) to assets (.17, measured as savings
minus debt).

Although assets and debts thus seem importanif@ndial satisfaction in all adult age
groups, little is known about the extent to whilkh effects of different economic variables on
financial satisfaction change over the life coBeuthitt et al., 1992). Typically, various
kinds of objective circumstances have very modistes on their corresponding subjective
evaluations among the elderly (Campell et al., 1%&orge et al., 1985; Pinquart &
Sorensen, 2000). Downward adjustment of goals antparison standards among the elderly
are the most central mechanisms proposed as acupdmt this trend. Given this
background, George (1993) posits that perceptibfinancial satisfaction among older
people are also less dependent on wealth thanatbeld be among younger individuals.

Nevertheless, several reasons exist for expedtimctihe effects of assets and debt on
financial satisfaction may be equally strong orresronger among the elderly. As most
elders have moderate incomes that cannot easihcbeased, other available resources may
be particularly important. The elderly may alsonbare concerned than the nonelderly about
future expenses, such as those attached to hesa#thatation or widowhood. For these
reasons, assets may represent substantial vatlie age as a source of economic security
and strengthen feelings of independence, autonand/predictability (Henry, 1991,

Hermalin et al., 2002). Social expectations anansoconcerning assets and debt also may
vary with age and life stage. For example, mosrslavish to leave bequests and to

financially support younger generations (Hermatiale 2002; Kopczuk & Lupton, 2007).
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Thus assets may affect the nature of intergene@texchanges, thereby affecting their
financial satisfaction. In Norway, most of the elgere debt-free, with only 13% of those
aged 65 and above still paying off mortgages (8tas Norway, 2002b). Whereas younger
adults areexpectedo borrow from their future selves (Hardy & Hazgdy, 1999), the
presence of debt is non-normative among older Ngians and thus may compromise their

financial satisfaction.

RESEARCH QUESTIONS
Given this review and discussion, we turn to tHke¥ang research questions: First, to what
extent does financial satisfaction improve withreasing age? Second, what is the impact of
various economic resources (income, property adsstscial assets, and debts) on financial
satisfaction, and are these effects comparabless@age groups? Third, to what extent can
age differentials in assets and debts accounh#&positive correlation between age and
financial satisfaction, and do household charagties (cohabitation, the presence of children)
and health status also explain part of the pos#ge gradient in financial satisfaction?
Fourth, can assets and debts explain age diffesendeancial satisfaction across the entire
range of incomes? Even though most elders havedsyable tangible and financial wealth,
elders near the poverty level tend to have litiléhie way of accumulated wealth (Burholt &
Windle, 2006). On the positive side, low-incomeeesdin Norway generally also have little
debt (Statistics Norway, 2006). We thus ask whedissets and debts mediate the association
between age and financial satisfaction only at omadio high levels of income. This last
question deals with the important issue of inedqualnong the elderly. It also responds to the
call for further analyses specifically of the pagirelderly, the group in which the “satisfied
poor” phenomenon seems to be particularly comman, (€eorge, 1993). All analyses are

run separately by gender.
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METHODS
Data
This paper is based upon data from the first wdtbeoNorwegian Life Course, Aging, and
Generation Study (NorLAG). NorLAG comprises repraagve randomly stratified (by age
and sex) samples of adults aged 40-80 from 30 Ngiamemunicipalities representing
different geographic regions. Data were collecteMarch 2002 through March 2003 with a
new wave of data collection in 2007-2008 and evegyyears thereafter. Statistics Norway
interviewed 5589 respondents (response rate 67 eomputer-assisted telephone
interview technology. Subsequently, 4169 (75 %heke individuals completed a mailed
questionnaire (combined response rate 50 %). Dama public registries were added after
respondents gave informed consent. This studydesasfrom the 4169 respondents that

completed both interviews.

Variables
Measures of financial satisfaction typically refersubjective evaluations of the degree to
which one’s financial resources are adequate oglsatisfaction (George, 1992). In this
paper financial satisfactionis measured by the question “How would you descyitur
present financial situation”, with five responseéegmries; “great financial difficulties” (1),
“some problems”, “must be careful, but | get byjpbd”, to “very good” (5). As indicated,
ordinal level categories were assigned integersdugh 5.

We usetax record information (official register data) abeconomic resources. With the
consent of the respondent, Statistics Norway pexVithe NorLAG survey with information
about each respondent’s income, assets, andatabe year 2002. The merging of data was

approved by the Norwegian Data Protection Agency.
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The most important benefits of using register daéadata quality and a complete
response rate. Self-reports on economic resouypesatly suffer from low reliability and
high non-response (Atkinson et al., 1995; Headay.e2005; Hermalin et al., 2002).
Comparing survey and register data on income, EpfaKirkeberg (2002) found that
interview information tends to be biased towards‘thean”; the richer tend to underestimate
and the poorer tend to overestimate their inco@dsers have shown a tendency for people
to overestimate the value of their property (k@] & Zabel, 1999). By using register data
we also avoid problems with possible underreportinfinancial means (especially unearned
income such as pensions and interests) at oldsr(age Crystal & Shea, 1990). The Nordic
countries are among the few countries in the witrdd permit adding tax record and other
register information (e.g., on marital status, edien, migration) to survey data, with the
consent of the informant.

The NorLAG has information abopersonaleconomic resources, as information about
household finances is not available. While using@eal, not household, data has potential
advantages and disadvantdgeshich source of income (personal or householthésbetter
predictor of financial satisfaction is an open dioes(Hsieh, 2001). Some scholars (Ahuvia,
2002; Pahl, 2005) argue that in two-income couid&estern societies, couple finances are
becoming more individualized, and that individuadome thus may be more closely
associated with happiness than joint income. Watta drom the Norwegian (and nationally
representative) 2002 Living Conditions Survey, el that, ceteris paribus, personal income
is more predictive of “difficulty paying bills durg the last year” than household income.
Nonetheless, personal resources may be poor indscat financial circumstances for those
dependent on the partner’s income (predominantiypar. Indeed, data from the 2002
Living Conditions Survey show that, among persayedad0-79 living with a partner,

information on personal resources (income, asartsdebt) is highly correlated with

12
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household resources for men (correlations aboveb@dess so for woménThis finding
suggests that the results for men would have begyisimilar had we used household
measures. However, as personal resources may béndamators of financial circumstances
for partnered women, we use only unpartnered woméms study.

We use personahcomebefore tax from all sources (wages and salar@saksecurity,
pensions, benefits, income of capital, entrepraakumcome, share dividends, etdssets
include two major forms of assets: property as@ds® called “real capital,” including home
and other properties, production capital, and meéticles) and financial assets (bank
deposits, shares, and other securiti@3btencompasses mortgages on real estate, debt on
business, vehicle loans, educational loans, angslram financial institutions.

The convention in most prior work has been to hsddg of income and other financial
variables (e.g., Hazelrigg & Hardy, 1997; JohnsoKr&eger, 2006). This choice is typically
based on the variable’s skewed distribution (org)iand/or its nonlinear relationship
(diminishing marginal utility) to the dependent izdnle. We found that income, assets, and
debt all are not normally distributed, but highkewed to the right. Furthermore, we
investigated théorm of the relationships between financial satisfataad, in turn, assets
and debt. Does financial satisfaction increasesorehse with income, assets, and debt at a
constant rate or at an increasing or decreasieg(sat figure A in the appendix)? On the
whole, the effects appear linear at low to mediawels, but to increase at a decreasing rate at
very high levels of income, assets, and debt. Eoglly, the log of income, assets, and debt,
compared with the simple linear form of these J\a@ds, in bivariate (correlation) and
multivariate analyses explain more of the variand@ancial satisfaction. Therefore (except
in the descriptive analyses in table 1), we usddyef the financial variables.

To explore potential nonlinear effects of age, smdighlight financial satisfaction in the

group above retirement age in Norway (age 67), mwamageinto categories 40-52, 53-66,
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and 67-80. We include a number of covariates #ifiat life-cycle resources and costs, and
thus needs Partnership statuss combined with employment status; unpartnered, (heither
married nor living with a partner), living with agner who is not working, living with a
partner who is working part-time, and living witlpartner who is working full-time. Partner-
by-employment status yields information about wke#mn individual has someone with
whom to share expenses and thus provides a crodyg (ihree levels) for the partner's
income level. Younger people are more likely thileopeople to have a partner, and to have
a partner who is working. Similarly, the presentetoldren in the househol@®, 1, 2, and
3+) is related negatively to age and entails sulbsieexpenditures, which in turn may
diminish financial satisfaction (Praag & Ferrerda®@onell, 2004).

Self-reported health is measured by the questiogéneral, would you say your health
is poor (1), fair (2), good (3), very good (4),excellent (5)?” This item proxies for health
care expenditures and ability to earn money. In &, there are strong positive
relationships between age and medical and long-tamm expenditures, and between health
and financial satisfaction (Stoller & Stoller, 2008ra-Toscano et al., 2006). The impact of
health on financial satisfaction may be weaker amday, as the elderly—because of public
social benefits—generally spend no more (in tatalhealth care and long-term care than the
nonelderly (Holmgy & Hgstmark, 2000). The age geats for income, partner, and health
make us expect lower financial satisfaction withhevlage, whereas assets, debt, and the

absence of children should make for increaseswamtiial satisfaction at older ages.

Analytic strategy

We use analysis of variance (ANOVA) to test thengigance of differences in financial

means and financial satisfaction across age gréMpsause chi-square tests to compare the
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proportions in disparate age groups reporting limarfcial satisfaction, and Pearson
correlations to assess intercorrelations betweatiremus variables.

We analyze property assets, financial assets, aebis deparately, as composite net wealth
(assets minus debts) leads to a loss of informatiecause the same amount of net worth can
be derived from substantively different composisi@f the individual components
(Zimmermann, 2006). The use of separate measuadsesrus to explore whether property
assets, financial assets, and debt—and, by imgitahe different compositions of
components in net worth measures—have differeettsffon financial satisfaction. For
example, since people tend to have far more (abtintes) property assets than financial
assets, property assets would have a much larijgemae on net worth (and the concomitant
effects of net worth on financial satisfaction)ritfaancial assets.

All multivariate analyses use ordinary least sqsi&€@lS) regressions to model financial
satisfaction. We use OLS regression for reasoif@noiliarity and ease of interpretation.
Using OLS regression when the dependent varialdedisal may be problematic, as it
violates the assumption of interval level dataoffgers have found (Headey & Wooden,
2004; Zimmermann, 2006), however, the results wepkcated when we performed the
analysis for financial satisfaction using an ortlipobit model. Ferrer-i-Carbonell and
Frijters (2004) have shown that the choice of mathagy (OLS regression, ordinal-probit, or
ordinal-logit techniques) in this context makesditifference to the empirical results.

To determine whether the effects of financial reses variables on financial satisfaction
are modified by age, we tested the significand@efr interaction terms (e.g., age multiplied
by log income), while controlling for the main etfe of age and all the other financial
resources variables. Interaction terms were temtedpair at a time. We used analyses of
covariance (procedure General Linear Model in SR&83timate adjusted mean levels of

financial satisfaction by age groups.
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RESULTS

1. Age trends in financial means and financial Sattion
Table 1 presents mean levels of income, assets, atebfinancial satisfaction in three age
groups (40-52, 53-66, and 67-80) separately by giefithe table shows a consistent pattern
across age groups and financial variables—thafitleacial circumstances of men are better
(typically by about 20%) than those of women.

[Table 1 about here, see end of document]

Associations between age and financial resourcesttebe relatively gender-consistent.
Higher age is associated with lower income, andagked income gap exists between those
before and after retirement age (age 67). Age lae=linearly with income at -.36 among
both men and women. Property assets are unrelatsgetamong men, whereas women aged
53-66 have somewhat more property assets than wagexh40-52 and 67-80. The lack of a
strong relationship between age and property apsetly reflects home ownership’s being
about equally common (80-90%) in these age gro8faistics Norway, 2002a). Financial
assets increase from middle to old age. The pesitirrelation between age and financial
assets reflects accumulation of savings over faetiurse, but it also possibly indicates the
stronger tendency to save (rather than spend esthfinancial means among older cohorts
(Halvorsen, 2003).

Debt drops drastically with higher age. About {84 % of men and 49 % of women) of
those aged 67-80 years are debt-free (as compaddti% and 7 % in the ages 40-52, results
not shown). Fewer debts (as the elderly typicadlyehpaid off their mortgages) and more
savings are the reason that net worth shows agstrpiurn with older age for both men and

women. Most but not all associations between agdiaancial resources are linear (results
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not shown). The age differential trends in income, assets,dabt are consistent with those
of the general Norwegian population (Statisticséy, 2002b, p. 40).

There is a significant interaction between geraohel age (p< .01) in their effects on
financial satisfaction, as gender differences declith increasing age (although men are
significantly more satisfied at p< .05 in the oldage group, results not shown). Conversely
put, this interaction also shows that the positelation between age and financial satisfaction
is stronger for women (.26) than for men (.08). Télations between age and financial
satisfaction are linear (results not shown). Assgh®% of men and 25% of (single) women
aged 40-52 report low financial satisfaction (“dri#aancial difficulties” or “some financial
problems”), while such reports come from only 3% and 5% of women among those
aged 67 and above.

A table of intercorrelations between the varialdethis study appears in the Appendix,
showing that most intercorrelations between inddpanhvariables are small to moderate;
thus multicollinearity clearly is not a problemnBncial satisfaction is more strongly related
to financial assets (.39 among men and .45 amomgendand income (.37 and .27) than to
property assets (.20 and .16) and debt (-.08 24J. However, given the intercorrelations
between economic resources variables, the “trieeffor the “net effect”) of each variable

on financial satisfaction can be assessed onlyivaukitely.

2. What is the impact of income, assets, and delinancial satisfaction, and are these
relationships moderated by age?

Table 2 reports financial satisfaction regressedamomic variables and controls separately
by gender and age group (40-52, 53-66, and 67A08hng men, income has the strongest

impact (as measured by the standardized coeffg)i@nt financial satisfaction, followed by
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financial assets, debt, and property assets. Forempfinancial assets have a stronger effect
than income, followed by debt and property asseiagignificant).
[Table 2 about here, see end of document]

The two bottom rows of Table 2 report the amountasfance in financial satisfaction
explained by all four financial resources measusgsus that explained by income alone (i.e.,
squared correlations). Income alone explains abéatnd 7 %, respectively, of the variance
in financial satisfaction among (all) men and womdawever, financial assets and debt, and
to a lesser extent property assets, also contrgigteficantly to people’s financial
satisfaction. The addition of assets and debt asas the amount of explained variance in
financial satisfaction from 14 to 25 % among med @rio 29 % among women (and from 14
to 20 % and 18 to 27 %, respectively, in the oldgst group). In this way, we are able to
explain 1.8 and 4.1 times more of the variancenaricial satisfaction than by income alone.
Economic resources thus have a considerably stramgact on financial satisfaction than
would be evident if income were used as the solesore of financial means.

In ancillary analyses, we tested the linear intéoas between age and financial variables.
The results of the significance tests appear inelabWe found that age interacts
significantly with income, as the effect of incomheclines gradually from younger to older
age groups. The effect of property assets, finaasgsets, and debt, however, does not

interact with age.

3. To what extent can age differentials in assetsa@ebts account for the positive correlation
between age and financial satisfaction?

[Table 3 about here, se end of document]
In Table 3, financial satisfaction is regresseage, financial variables, and controls among

men and women. Model 1 shows a significant, pasitelation between age and financial
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satisfaction (the omnibus tests for age yield Frrgalof 6.7 and 23.0 for men and women). In
Model 2, we control for income, which impacts sglynand positively on financial
satisfaction. After controlling for income, the &t of age on financial satisfaction increases
substantially (F-values 52.6 and 56.2). The madkeg in income at age 67 (table 1) explains
why controlling for income specifically increasée tgap in financial satisfaction between the
youngest and oldest individuals (age 40-52 vs. ®)7-8

In Model 3, we also control for assets and debigeiGthe lack of substantial
relationships between property assets and ageraanttial satisfaction, property assets have
little effect on the mediational analyses. Incogtmyg (financial) assets and debt decreases
the effect of age to about its original (modeleydl (F-values 5.2 and 17.7). Thus, the
income-adjusted effect of age is largely mediateddsets and debt. The difference in
financial satisfaction between men aged 40-52 @&fitis completely accounted for by
assets and debt. Nonetheless, we are not abl@laireaway all of the effect of age. (As we
shall show, the remaining effect of age is entidklg to the positive age gradient in the
segment with low income).

Model 4 also incorporates partnership (by employiséatus, and only among men),
number of children in the household, and self-regmbhealth. In Model 4, the effect of age
changes somewhat from that in Model 3 among mem(%.2 to 7.9) and women (from 17.7
to 15.0). Having a partner in the household entatenomies of scale” benefits. However,
the impact of having a partner on financial satisém is significant only if the partner is
working. Health has a moderate, statistically sigant positive effect on financial
satisfaction. Number of children in the househdd A slight negative effect among women.

Preliminary analyses of the present material shawatthe age gradient in financial
satisfaction is similar to that of life satisfagtjcage and life satisfaction (measured by the 5-

items Satisfaction With Life Scale (Pavot et a@91)) are correlated at .08 (men) and .17
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(women) (no gender difference in life satisfactiomlder age groups). Therefore, it could
have been interesting to explore the role of ecaoomariables in explaining also the high
global life satisfaction of older people. Howewse have ignored global life satisfaction as it
is much less well predicted by income and othenenuc variables than financial

satisfaction (Diener & Biswas-Diener, 2002; Headgyooden, 2004). In ancillary analyses
(not shown), financial variables (the log of incqrassets, and debt) explain only about 3% of
the variance in life satisfaction, and, in multieée analyses (same as model 4 in table 3),
none of the four financial variables is a signifitgp< .01) predictor of life satisfaction (with
the exception of a small effect of income among hen3.3). Thus, these variables only
affect life satisfaction indirectly via financiatsfaction (these satisfaction measures are

correlated at .32 and .33 among men and womenaisgg).

4. Can assets and debts explain age differencisancial satisfaction across the entire
range of incomes?

Because elderly people with low income also hatle laccumulated wealthwe expected

that assets and debt would not mediate the effeag@at lower incomes. This expectation is
supported, as we find a significant negative ag€ly) income interaction effect (p< .01;
Table 2), net the effect of assets, debt, and attvetrols. This interaction shows that income
has a stronger effect on financial satisfactiogaanger age groups, or, put differently, that
age differences in financial satisfaction are laggdower incomes. This interaction is
illustrated in Figure 1 (bivariate results) andu¥gy 2 (after adjusting for assets, debt, and
other controls), both of which show unadjusted adjdisted mean levels of financial
satisfaction by age and income (based on tertilélse male subsample) groups among men.
An almost identical pattern was evinced in an dagilanalysis for women, and, due to the

similarity, we chose to model this interaction ofdy men.
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[Figure 1 about here, see end of document]
[Figure 2 about here, see end of document]

As Figure 1 shows, age is positively related taticial satisfaction in all income groups
but with a stronger gradient at lower incomes. @ulimg for assets and debt (Figure 2)
reduces age differences in financial satisfactioondnsignificance in all but the lowest
income group (however, the age-by-(log) incomeradgon is still significant at p< .01). This
result again illustrates the strong tendency anbagelderly, even among those with

relatively poor financial circumstances, to regogh financial satisfaction.

DISCUSSION

A growing literature has demonstrated that peapl@ld age tend to report relatively high
financial satisfaction, even at very low levelsrafome. The correlation between income and
financial satisfaction at advanced age therefooh#acteristically modest. Younger people’s
financial satisfaction typically fluctuates much m@s a function of their income level.
Therefore, scholars commonly more broadly concthdéthe relationship between objective
and subjective financial well-being declines wittvancing age (e.g., Fletcher, 1985; George,
1993). Furthermore, there is consensus that higindial satisfaction among the elderly is
mainly a result of accommodative strategies, sgalescaling goals and adjusting aspirations
to the given situation. This study, by including/@er range of financial variables than in
most prior work, aimed at demonstrating that finahcircumstances have a stronger effect
on financial satisfaction in old age than previgustlieved. Moreover, we proposed to
explain the seemingly unreasonably high finanaéik$action in old age by taking into
account age patterns in assets and debts.

We first examined the effects of income, propedyeds, financial assets, and debt on

financial satisfaction in midlife and old age. Ime® and financial assets have the strongest
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effects on financial satisfaction. The effect obds somewhat weaker but nonetheless
substantial. The strong effects of financial asaatsdebt accord with previous results using
self-reported financial circumstances (Headey.eR805; Johnson & Krueger, 2006;
Zimmermann, 2006). Property assets have only a ass#ciation to financial satisfaction
(nonsignificant among women). As shown by otheisi(@ermann, 2006), financial assets
boost financial satisfaction much more than taregdssets. The weak effect of property assets
probably attests to their dual role as a potesbakce both of income (through sale or by
using assets to secure loans) and expenses (naictenosts associated with owning a
property, a car, etc.). Financial assets, on therdiand, are more readily available when
needs arise.

Consistent with prior work (e.g., George, 1992;dHsi2003), the effect of income on
financial satisfaction declines with older age greuHowever, the effects of property assets,
financial assets, and debt do not vary signifigabyl age or life stage. This finding runs
counter to George’s (1993) anticipation that ndy @amcome but also wealth should be more
weakly correlated to financial satisfaction in alge, or to the broader notion that objective
circumstances of all kinds only have modest effeatsubjective outcomes among the elderly
(Campell et al., 1976; George et al., 1985; Ping&&orensen, 2000). Indeed, when we add
information on assets and debts, we are able taiexgbout 50-100% more of the variance
in financial satisfaction than by income alone holatr the middle-aged and the elderly. The
somewhat lower increment in explained variance agriba elderly may result from "ceiling
effects” in the dependent variable (less variandeancial satisfaction to be explained
among the elderly). At all stages of the life caytherefore, objective economic
circumstances have a greater impact on subjectitgmes than previously believed.

Another aim of this study was to examine the retathip between age and financial

satisfaction and the mediating role of assets &fud. dFirst, our results replicate prior work
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(e.g., George, 1992; Hsieh, 2003) documenting #dipeselationship between age and
financial satisfaction. In our data this trendinghr, not evincing the “jump” at retirement age
(contrasting the clear opposite trend for inconoenfd by others (Burholt & Windle, 2006;
Easterlin, 2006; Hsieh, 2003; Mirowsky & Ross, 1p¥econd, the potential mediating role
of assets and debt is established, as higher ag@igly related to more financial assets and
fewer liabilities (and, as discussed, these vagmhle closely linked to financial satisfaction).
Property assets have no strong relation to eitiperoa financial satisfaction, and thus play no
significant mediating role in this context.

The mediational analyses first show that the efdéetge on financial satisfaction
becomes markedly stronger after controlling foome, which correlates negatively with age.
Next, the income-adjusted effect of age is largeddiated by financial assets and debts. This
finding indicates that financial assets and debaacounterforces protecting the financial
satisfaction of the elderly in the face of lowetame. Thus financial satisfaction does not
follow the same downturn as income from midlifeoiold age because levels of debt decline
and levels of assets increase over the life codiserefore, the positive linkage between age
and financial well-being is less paradoxical tha literature suggests.

However, a small age effect remains, one entiretpanted for by a positive age gradient
in the segment with low income. Assets and debtiaedhe effect of age at middle to high
incomes but not at lower incomes, since eldersodiners with little income also tend to have
limited wealth. Nor was the effect of age at lowames mediated by age or life stage
differentials in household size and health. Bo#sthresults and prior research (Hazelrigg &
Hardy, 1997, Stoller & Stoller, 2003) demonstrdtte bias of the elderly toward financial
satisfaction even at very low levels of income: Ppoer elderly tend to see the financial glass

as half full; the poor younger, as half empty. Alilgh the “satisfied poor” or “satisfaction
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paradox” phenomenon (Olson & Schober, 1993) doesewm to apply to the majority of
elders, it evidently exists among elders withdiiticome and wealth.

Why are the elderly (but not the middle-aged) firiatly satisfied even at lower incomes?
We have ruled out, analytically, explanations edai life-cycle differentials in wealth,
household size, and health. We advance three pessiplanations, each relating respectively
and primarily to the effects of aging, life stagad cohort. First, because most elderly cannot
alter their income or make their way out of povdegtive coping), they may tend to change
their perception of the condition (passive copitagjnaintain a feeling of well-being
(Heckhausen & Brim, 1997). Second, the strain aasstwith poverty may be stronger for
younger people. While poverty is difficult to adapt even in the long run (Diener & Diener,
1995), younger people have a longer time horizan, hey may be poor for a longer time),
their poverty is more likely to affect others (ettpeir children or partner), and they have less
predictability in terms of income and expenses ithaelders. A third point relates to cohort
differences and comparison between past and présammany women who have been
homemakers for the better part of their lives reatient marks the transition into their first
earnings (at least for a long time). In this wagny previously one-income households
become two-income households following retiremand their (women’s and partnered
men’s) financial satisfaction may be elevated has iow income is nonetheless an
improvement.

Some characteristics of the Nordic welfare systeay affect the generalizability of our
results to other regions. International comparisitsy that people from the Nordic countries
are among the most financially satisfied peoplassi et al., 2006). This finding could
reflect features of the Nordic welfare model, sasha relatively equal distribution of
resources, a ceiling on health care costs (abo#20@, and extensive home ownership

(about 80-90% of Norwegians above age 45 own tiaites) (Statistics Norway, 2002a).
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Moreover, the annual minimum old-age pension tahtsut US$17,000 in Norway, an
amount just above the national poverty line. Thanefpoverty rates among the elderly are
about 3-5 times higher in the U.S. and the UK timaNorway (Smeeding & Sandstrom,
2005). Even though Norway has a fair proportionedr-poor among the elderly (Pedersen,
2004; Smeeding, 1990), a high level of absolutenme coupled with extensive distributional
measures at the national level could make for padily weak associations between financial
satisfaction and various indicators of social acohemic standing (including age).
Furthermore, in Norway people do not need to walrgut or plan extensively for the
financial costs associated with disability or thed of a spouse, a situation that may imply
that the importance of wealth as a source of ecaneaturity may be more pronounced
elsewhere.

Nonetheless, a crude comparison with previoustigglreveals striking similarities. First,
about the same proportion of elders (about 85%)erJ.S. and Norway are satisfied with
their financial lot. Second, the correlations bedwénancial satisfaction and, in turn, income
and wealth measures are consistent with thoseafywork (typically in the range of .20-.40)
(George, 1992; Headey et al., 2005; Headey & Wopzledd; Johnson & Krueger, 2006).
Third, the multivariate result that the impact iofaihcial assets is close to that of income has
been shown previously (Praag & Ferrer-i-Carbor2€l04; Zimmermann, 2006). Fourth, we
replicated previous results indicating that finaheissets are more predictive of financial
satisfaction than property assets (Zimmermann, R@fih, the proportion of variance
accounted for by financial and sociodemographicaées (about 30 %) is similar to, if not a
bit higher than, that reported previously (HeadeW&oden, 2004; Hsieh, 2001; Stoller &
Stoller, 2003; Zimmermann, 2006). These similagiaee also noteworthy in the light of
methodological discrepancies between this and peggarch (personal versus household

level data, register versus self-report measumesncial adequacy versus financial
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satisfaction, etc.). Taken together, these sintigarin findings from studies that differ across
cultures, samples, and measurements strengthealthstness of the conclusions.

The positive age gradient in financial and lifesfattion, and the concomitant
“satisfaction paradox” phenomenon, might not baigersal, but a Western occurrence. A
recent study of 132 countries found a bivariatendpg in age in life satisfaction, but only in
rich countries (Deaton, 2007). This suggests thigrky in richer, OECD-countries fare
relatively better than both their younger countrpna@d their elderly counterparts in other
countries. Furthermore, it is uncertain whetherttezhanisms assumed to account for these
age gradients are at play also in non-OECD cownthiethe current study, wealth partly
explains the “paradox” of high financial satisfactiin old age. Because wealth is found to
increase with rising age in Western countries, éixjglanation is likely to be generalizable to
other rich countries. It might not play out elsevéhénowever, as we know little about the age
gradient in wealth in non-OECD countries. Moreow&aton (2007) concludes that wealth is
one main factor that buffers the effects of agingle good life. In this Norwegian sample,
wealth does not explain the “paradox” of high Bigisfaction in old age. In fact, life
satisfaction is, ceteris paribus, unrelated to imegamong women), assets, and debt. Part of
the reason why life satisfaction increases withiageECD-countries but not in non-OECD
countries seems to be that the decline in heatihsiand rise in disability with age are much
stronger in poor countries than in rich countriesdton, 2007; Helliwell & Putnam, 2005). A
second reason might be that elderly in rich coaathave experienced more substantial social

and economic improvements from early to late adwith

Implications and future research

Ouir first point refers to determinants of finan@atisfaction. As already shown, people

consider more than current income when making jueilgmabout financial satisfaction. This
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finding suggests that studies of financial satisfeccshould use a more detailed specification
of financial resources. Another lesson to be ledisdhat, given the strong intercorrelations
between financial resources variables (Johnsone#er, 2006; Mullis, 1992), not
controlling for the other variables will introdusabstantial measurement error when one tries
to assess the independent effect of one variablea(ly income) on subjective outcomes.
However, even when we consider the most relevdotritation—financial resources,
household composition, and health—more than twalshof the variance in financial
satisfaction still remains unaccounted for. A moetailed description of people’s expenses is
an example of objective circumstances that neethgxag if we are to enhance our
understanding of the sources of financial satigfactMore research is also needed on the
effects of the psychological mechanisms (discugséuis paper) by which people evaluate
their financial circumstances.

Our second point refers to distributional polici€ke discrepancy between financial
resources and satisfaction, especially among tbe glderly, supports the view that
subjective measures of financial well-being carbethe (sole) measure on which
distributional policies are based. Several comntergdelieve that the low levels of financial
resources that can generate high financial satisftaamong the elderly may be unrealistic
for meeting their financial needs, and some eldselym disinclined to complain or express
dissatisfaction even when an “objective” need foing so exists (George, 1992; Hazelrigg &
Hardy, 1997, Stoller & Stoller, 2003). Social pylitherefore also needs to pay close
attention to the financial well-being of the elgen absolute terms.

Third, tomorrow’s elderly will be healthier and tteducated, and can expect to live
longer than the elderly of today. Some commentameoncerned that these trends may
predict higher economic needs and expectationstharsdlower financial satisfaction, in

future cohorts of the elderly (George, 1993; Slagis\v2004). Our study finds no indication
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that financial satisfaction is going to change ticafly, except for one group, i.e., the poorest
elders. At present, elders with little income arehith nonetheless typically express
satisfaction with their financial lot, a tendendysant among their younger counterparts.

Will poor individuals in midlife adapt over time tbeir circumstances? The sparse
longitudinal evidence finds a significant inter-cobeffect among the poor (Hsieh, 2002),
implying that the next cohort of poor elderly akely to be less satisfied financially than the
poor elderly of today. This prediction is only stgghened by the envisioned increase in
financial inequality, predicting that tomorrow’sqrgpeople are generally going to perceive a
greater gap between their own income and the inadroéhers (Hsieh, 2002). Additional
pressures include the purported emphasis on indeper, personal fulfillment, and costly
lifestyles in future cohorts of the elderly. Hensecial policy needs to pay attention to those
“left behind”, i.e., those not entering retiremeth substantial savings, assets, and private
pensions.

Our last implication concerns the value of savimgsld age. Most elders typically have
considerable savings and continue to save aftgrritege, even if their income is low (e.g.,
Halvorsen, 2003). Given, in part, these savingtepa, some commentators argue that old
age pensions generally are too generous, andriatdalitional redistribution to the elderly
should go to services rather than cash. They intlgliquestion the instrumental and
psychological utility of these savings, especialljight of state-covered public health care
and long-term care in Norway. We find that finahaissets are about as important as income
to elders’ financial satisfaction. Thus, saving$ded appear to confer security and well-being
in old age. The value of savings probably lies mordeir psychological utility (lowering
concerns about future health and home maintenatpEnses) than in their practical utility

(actual use).
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The importance of financial assets in old age floeesought to interest policy makers.
Finding ways of ensuring that elders have a mininodifimnancial assets might be a political
aim towards increasing the quality of life in olglea One option could be to lower the wealth
tax for low-income elders. Another option is to smler whether public expenditure in old
age should be balanced between yearly pensiona lmdp-sum payment for those who enter
retirement age without financial assets.

In addition to advocating the use of a wide ranig@manetary determinants, we suggest
that future research should examine some of thigglilmns or shortcomings of this study:

First, to what extent can our results be genermlimenon-Nordic countries? Since the
Nordic welfare system acts as a safety net, enginealth care and preventing people from
falling into extreme poverty (Jesuit & SmeedingD2)) monetary and nonmonetary sources
may have an even stronger effect on financial fe&tisn elsewhere.

Second, quality of life research needs to investigdich is the better predictor of
subjective outcomes in Western societies: indiMidesources or the resources available to
the household as a whole. A related question iwhigh mechanisms financial resources
confer quality of life. Do spending and sense oftoal or the feeling of success (self-esteem)
count the most? The former would predict househegdurces, and the latter would predict
personal resources as the strongest predictor lbbeiag.

Third, in a similar vein, is survey information @ record information the stronger
predictor of subjective outcomes? This point isam@nt given the likely increase in the use
of register data in (European) social researchdjean Commission, 2001). Fourth, we need
longitudinal data to separate aging and cohorteffen financial satisfaction. Fortunately,
second-wave data will be available in 2008, giviisga stronger basis for resolving this

guestion.
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Figure 1. Age gradients in financial satisfaction by incogreups before controls (men)
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Figure 2: Age gradients in financial satisfaction by incogreups after control for asset, debt, and

controls (men)
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Table 1: Mean (SD) income, property assets, firdradsets, debts, and net worth (in US$1,000), rfieancial satisfaction, and percentages repotting

financial satisfaction among all men (M) and won(éf) across three age groups

N Income Property assets Financial assets Debt Nebrth Fin. sat. (1-5) Low fin. sat. (%}
M W M W M W M W M W M W M W M W
Age
40-52 674 212 62.00 50.01 190.82 139.59 34.45 19.91 79.31 63.29 142.95 97.24 3.42 2.94 9.4 25.0
(23.51) (17.53) (141.92) (120.09) (54.09) (40.46) (68.09) (53.44) (189.98) (132.47) (0.79) (0.87)
53-66 743 240 56.58  45.08 202.53 171.82 44.49 39.44 48.99 36.60 198.76 172.95 3.52 3.25 5.5 11.7
(24.54)  (19.28) (144.99) (127.18) (57.68) (53.01) (60.63) (47.27) (176.32) (146.31) (0.73) (0.81)
67-79 485 244 39.93 34.03 183.23 143.49 56.50 53.57 14.36 12.49 228.82 182.64 3.58 3.46 2.6 5.3
(18.16) (17.82) (140.04) (122.62) (61.80) (62.20) (29.82) (29.04) (161.85) (142.15) (0.66) (0.77)
Total 1902 694 54.26 42.75 193.50 152.07 43.96 38.44 51.01 36.28 186.50 153.29 3.50 3.23 6.2 13.5
(24.30)  (19.41) (142.81) (124.12) (58.12) (54.79) (62.74) (48.49) (181.07) (145.42) (0.74) (0.84)
Pearson’s’ -.36** -.36** -.02 -.00 .16** .26** - 41** -.45% 20%* 24** .08** .26%*
F-valuek? 139.73*  45.72* 291 4.74* 21.25*  22.83* 1853** 75.62**  36.60** 24.45** 6.70** 23.03* 2358  38.64*

** p< .01 (ANOVA tests, except low financial satistion: chi-square test)
Note Women include only unpartnered women. To avo@stiong influence on means and correlations oksextreme values, we set maximum income, assetgjetst at the 95th percentile
of the variables’ distribution (i.e., all incomesowe US$120,806 were set to US$120,806). Net wemthals (property and financial) assets minus delow financial satisfaction = score 1

(great financial difficulties) or 2 (some problenf&Forrelation between age (continuous) and financigkbles.
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Table 2: Regressing financial satisfaction on feiahvariables by gender and age. Multiple linegressions with unstandardized (standardized) ssignre

coefficients.
Men Women
40-52y. 53-66 . 67-80y. All Test of age 40-52y. 53-66 . 67-80y. All Test of age
(N= 673) (N=742) (N= 484) (N=1902)  mteraction® (N= 209) (N= 234) (N= 240) (N=goq) 'Meraction:
Log Income 0.492 0.431 0.375 0.411 * 0.811 0.592 0.505 0.501 *
(.37 ) (.34 ) (.23 ) (.33 %) (.36 ) (.32 %) (.26 *) (27 =)
Log Property 0.026 0.018 0.017 0.018 0.015 0.018 0.013 0.012
assets (11 %) (.09 *) (.08 *) (.09 *) (.08) (.09) (.05) (.06)
Log Financial 0.060 0.061 0.081 0.070 0.096 0.108 0.085 0.109
assets (21 %) (.22 ) (.25 =) (.24 =) (.27 *) (.32 ) (.25 *) (.33 %)
Log Debt -0.025 -0.022 -0.011 -0.022 -0.057 -0.027 -0.029 -0.047
(13 ™) (.14 =) (-.07 =) (.15 =) (21 %) (14 %) (19 ™) (21 *)
Rag? 24 28 20 25 29 31 27 29
Rag? only income 17 .20 14 14 .15 .18 .18 .07

*p<.05 *p<.01

1Linear interactions testexe pair at a time, controlling for age and albficial resources variables
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Table 3: Regressing financial satisfaction on éigancial variables, and controls. Multiple lingagressions with unstandardized (B) and standaidi)e

regression coefficients. Men and unpartnered women

Men Women
M1 M2 M3 M4 M1 M2 M3 M4
B B B B B B B B B B B B B B B B
Age F=6.70 * F =52.63 ** F =5.23* F= 794 F =23.03 ** F = 56.20 ** F=17.68* F= 184 *
40-52 (ref.)
53-66 0.11 .07* 0.15 A1 0.06 .05 0.08 .06 * 0.28 A6* 041 24 ** 0.20 12 %= 0.18 (0
67-79 0.15 .09 ** 0.35 .25 ** 0.13 .08 ** 0.19 .12* 0.1 .29 ** 0.86 .50 ** 0.37 .25 ** 0.45 .26 **
Log Income 0.48 A2 ** 0.38 .33 ** 0.34 29 ** 0.76 43 ** 0.58 33 ** 0.54 .30 **
Log Property assets 0.02 .08 ** 0.01 .07 ** 0.01 .04 0.01 .03
Log Financial assets 0.07 24 ** 0.07 .24 ** 0.10 .30 ** 0.10 .30 **
Log Debt -0.02 -11% -0.02 -1l -0.03 -.18*  -0.03 =17 %
Partner by empl. status
Unpartnered (ref.)
Partner, not working 0.01 .01 na
Partner, works part-time 0.09 .05 * na
Partner, works full-time 0.18 12 ** na
Children (0-3) -0.04 -.05 -0.16 -%0
Health (1-5) 0.10 14 = 0.10 13
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Rad? .01

17

.24

27

.07

.22

.32 .34

* p< .05, ** p< .01. na= not applicable.
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Appendix
Table A: Intercorrelations among all men and sinvgtenen. Women in the upper right corner (in botdgn in the lower left corner.
Age Partner Children Health Log Income Log PropertyLog Financial Log Debt Financial
Assets Assets satisfaction
Age -.37 22 -.39 (-.02) 22 -.48 28
Partner (-.04)
Children -.52 .18 .09 .16 (-00) -.07 21 -.18
Health -.16 .06 13 41 14 (.05) 16 19
Log Income -.29 .08 .16 .28 27 .24 .30 .27
Log Property assets (-.03) 17 .07 15 21 .26 .23 .16
Log Financial assets .19 (.03) (-.03) A1 .27 .29 -.24 .45
Log Debt -.45 .06 .21 .10 .26 .16 -.15 -.24
Financial satisfaction .08 .10 (--03) .23 .37 .20 39 . -.08

p< .05, except ().
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Figure A: Mean levels of financial satisfactionibgome, assets, and debt groups (1-7), controlling

for the other financial variables
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Note Groups 1-7 are categorized differently for incofuging US$10,000 intervals, i.e. 20-30,000,
30-40,000, etc), property assets (US$50,000 inErvanancial assets (US$20,000 intervals), and
debt (US$20,000 intervals). Note that categoryapesn-ended, i.e. it has a long right-tale (eay., f
income is includes incomes from US$80,000 and ghdweestimate adjusted mean levels of

financial satisfaction, we used analyses of comaegprocedure General Linear Model in SPSS).
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Notes

1 We avoid at least three problems associatedtivittuse of household level economic data.
First, we avoid the problematic choice of whetheat how to adjust household income for
household composition, choices that typically leadivergent conclusions when comparing
the resources of the elderly and nonelderly (Qul®87). Second, we avoid the controversial
premise that all household members get an eques siavailable resources (Radner, 1992).
Third, “given the comprehensive nature of total lgnmcome, an individual reporting his/her
psychological well-being may not be consciously r@nat the totality of income received
from all sources and thus not be able to expresnse of psychological well-being reflective
of the total family income reality” (Mullis, 1999, 124). However, the typical assumption in
the literature is that financial satisfaction ismnolosely related to the monetary resources
available to the household as a whole than torttiidual personally. This assumption
deserves further investigation because the litezdtas not yet concluded which income is
the better predictor of financial satisfaction (&tsi2001). Although Rojas (2006) found that
household income is more important for individuappiness than personal income in
collectivist Mexico, indications are that the opp@snay be the case in more individualistic
societies. Ahuvia (2002), for example, notes altoaitU.S. that in two-income couples,
individual income is more associated with happirteas joint income, even though joint
income determines spending. The feeling of suceedshe spending, is what counts. Pahl
(2005) reports changing patterns of money managemdéne UK and elsewhere, and argues
that couples are becoming more individualised @irtfinances, especially when the partners
incomes are broadly equivalent. The same may akbfor Norway, which is considered
highly individualistic (Veenhoven, 1999) and ramssone of the world’s highest on gender
equality measures (e.g., women'’s average monthiyyas 84.5 % of men’s in 2004).
Additionally, social benefits in Norway are linkethinly to the individual and not to the
family, so that married women have rights indepetigieof their husbands.

2 In the 2002 Living Conditions Survey, among pessaged 40-79 who are living with a
partner, personal and household income are caetel@i for men and .47 and women
(similarly .96 and .62 for property assets andafd .31 for debt). As indicated, the partner’s
financial resources may be the best indicatorraricial circumstances for a sizeable portion
of women. This finding relates to their greaterrateof working part-time or being out of
work (due to pregnancy, etc.).

3 Official statistics on real estate (one compomdmiroperty assets) are in the form of the
taxablevalue of this property. The taxation value of heraad other real property is much
lower than their real market price, typically ab@0®6 of the market value (Statistics
Norway, 2005). The modal response in Norwegianad@esearch has been to multiply
property assets by 5 to gain an approximation ®fréal market value of such assets
(Statistics Norway, 2005). We adopted this approable taxation value of motor vehicles is
typically close to the market value.

“ Others have documented the covariates’ relatipssioi age, income, and financial
satisfaction (Praag & Ferrer-i-Carbonell, 2004;8eq et al., 2006; Vera-Toscano, Ateca-
Amestoy, & Serrano-Del-Rosal, 2006; Zimmermann,8)0Uhese covariates have two
purposes: first, as a means of exploring how themmametary costs and resources affect
financial satisfaction in midlife and old age, asd¢ond, as potential mediators of the
relationship between age and financial satisfaction
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®> We tested the linearity of the relations betwegs and financial variables and age and
financial satisfaction by adding squared termsgef @n addition to the linear effect) in linear
regressions. We found that most correlations atedd linear. The exceptions are the
associations between age and income among meddihewvard trend for income increases
with higher age), age and property assets amongamemvomen (inverse U-shaped
curvilinear trends), and age and net worth among amel women (diminishing age effect, no
significant increase beyond age 66 among women).
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