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Official │ statistics often solely rely on income-oriented measures of poverty rates

Yet│ that measure is frequently declared to be arbitrary and incomplete

Rather│ , individual reporting to have “difficulties making ends meet” is used many times as an 

alternative measure for poverty, even though it is a subjective concept

e.g. │ Hagenaars & de Vos (1988) explore whether and to which extent poverty in absolute 

objective measures and how the ability to deal with poverty coincides

They│ find that consumption behaviour and possessions rather reflect on other measures

than poverty, such as health or age and is thus not an reliable measure for poverty itself

Hagenaars, A., & de Vos, K. (1988). The definition and measurement of poverty. The Journal of Human Resources, XXIII(2), 211–221.

Sen, A. K. (1985). Commodities and capabilities. Oxford: Oxford University.
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│As “difficulties to making ends meet” and similar measure are barely reliable and as highly

subjective constructs hard to compare, a multi-dimensional approach can be an adequate

alternative measure

│e.g. Bradshaw et al. (2007) developed 53 indicators for child poverty in the European Union

│Including objective financial situation, consumption and possessions, housing, health, 

education, social relations etc.

│Multi-dimensional approaches are said to be especially useful for policy design

│Large item-scales often correlate with further indicators, such as teenage fertility rates or

feelings of insecurity in the neighbourhood

Bradshaw, J., Hoelscher, P., & Richardson, D. (2007). An Index of child-wellbeing in the European Union. Journal of Social Indicators, 

80, 133–177.
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Poverty interpenetrates various domains of life│

Many studies (naturally) only test for a small number of reasons and causes of poverty│

Underlid (│ 2007) undertook a large qualitative study (case-studies and in-depth interviews) on 

the subjective meaning of relative poverty in affluent welfare states

Emphasizes the crucial meaning of │ “the feeling of insecurity” for the individual

→ │ Multi-dimensionality is not only important for defining who is poor (measuring poverty) but 

also plays a crucial role in researching, explaining and better understanding poverty 

Underlid, K. (2007). Poverty and experiences of insecurity: A qualitative study of 25 long-standing recipients of social security. 

International Journal of Social Welfare, 16(1), 65–74.

World Bank study with over 60.000 interviews of poor men and women from over 60 countries depicting the experience of being poor:

Narayan, D. (2001). Voices of the poor. Oxford: University Press, World Bank Publication.
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Relatively new interdisciplinary research field, trying to explain differences in economic behaviour

through psychological factors. However, in many cases the causal relationship between

psychological traits and poverty is yet to be determined.

│Esp. Webley & Nyhus (2001) tested for individual factors, esp. for the first time self-control and

time preferences, and found evidence for a relationship between these factors and

indebtedness

│Economic factors are very important and especially helpful in predicting whether someone is

(and will stay) in debt

│Yet, psychological factors play an even more important role

│Present orientation (time preference and orientation) and lack of self-control are more likely

to get someone into debt and stay in debt

│However, there is a questionable causality: Obesity, spending immediately and smoking

may be indicators for a lack of self-control (as used in this study), but the lack of self-control

may also be a result of being in debt

Webley, P., & Nyhus, E. K. (2001). Life-cycle and dispositional routes into problem debt. British Journal of Psychology, 92, 423–446.

Bertrand, M., Mullainathan, S., & Shafir, E. (2004). A behavioral-economics view of poverty. American Economic Review, 94(2), 419–

423.

Livingstone, S., & Lunt, P. (1992). Predicting personal debt and debt repayment: Psychological, social and economic determinants. 

Journal of Economic Psychology, 13, 111–134.
14
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│Attitudes are generally said to correlate with debt (Livingston & Lunt 1992; Lea et al. 1995) and 

are especially predictive for never being in debt

│Disposable income plays a minor role in predicting personal debt and debt repayment,…

│…whereas attitudes as being pro-credit and seeing credit as useful, not problematic, were 

found to play an important role

│However, causality is in question as well: Attitudes may also be an adaptive preference, as 

being in debt might chance the attitude towards debt

Livingstone, S., & Lunt, P. (1992). Predicting personal debt and debt repayment: Psychological, social and economic determinants. 

Journal of Economic Psychology, 13, 111–134.

Further literature:

Routh, D. A., & Burgoyne, C. B. (1989). Absent-mindedness with money: Its incidence, classification and correlates. In T. Tyszka & P. 

Gasparski (Eds.), Homo-oeconomicus: Facts and presumptions (pp. 619–633). Warsaw: Polish Academy of Science.

Tokungaga, H. (1993). The use and abuse of consumer credit: Application of psychological theory and research. Journal of Economic 

Psychology, 14, 285–316. 

Dessart, W., & Kuylen, A. (1986). The nature, extent causes and consequences of problematic debt. Journal of Consumer Policy, 9,

311–334.
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Psychological | and behavioural aspects are not independent from the social environment:

It| is important to note, that individual saving behaviour at the age of 16, as well as socio-

economic status and socialization experience are linked to saving behaviour in adult life (Ashby

et al. 2011) 

Expectations| also play an important role (Webley & Nihus 2001): 

Robust │ finding that debtors expect their income to increase in medium-term but not in short-

term

Naturally│ , debtors experience more income-insecurity and should thus be expected to save, 

rather than get into debt. Yet, the opposite is the case = “Undersaving”

Ashby, J., Schoon, I. & Webley, P. (2011). Save now, save later? Linkages between saving behaviour in adolescence and adulthood. 

European Psychologist, 16(3), 227-237.

Lea, S. E. G., Webley, P., & Walker, C. M. (1995). Psychological factors in consumer debt–money management, economic socialization

and credit use. Journal of Economic Psychology, 16(4), 681–701.

16
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│“Undersaving” of the poor = lower savings level than one would expect in a perfect market

│A macro-perspective on financial behaviour is offered through including market frictions into a 

theory of perfect markets

│Sets of constraint that may lead to undersaving and hinder the poor to effectively use savings

products and services (Karlan et al. 2014):

│Transaction costs

│Lack of trust and regulatory barriers (incl. peculiar and non-peculiar costs)

│Information and knowledge gaps

│Social constraints (intra- and inter-household bargaining and sharing)

│Behavioural biases (preferences, expectations, price perception, problem-solving)

│Authors mainly state the need for further inquiry on the behavioural side in connection with

research on market mechanisms

Karlan, D., Ratan, A. & Zinman, J. (2014). Savings by and for the Poor: A Research Review and Agenda. Review of Income and Wealth, 

60(1), 36-78.
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Empowerment as a concept was traditionally used in health research and management, yet has

found its way into research on economics of poverty and economic approaches poverty

reduction. 

Empowerment is mostly used in terms of »self-efficacy« (cf. Conger & Kanungo 1988).

Factors│ associated to empowerment include values and beliefs, mental and physical health, 

poverty, deprivation and wealth, family and peer support, discrimination, personal history and

experiences of punishment, skills, knowledge, positive reinforcement, availability of and access

to resources, supportive laws and policies and cultural environment

Most │ generally, participation is said to be key to self-efficacy and empowerment, referring to

integration│ into social community & ability and possibility to construct a social identity

access│ to knowledge and participation in collective view on the world (social representation)

Empowerment│ on an individual level is thus highly connected to social environment

Conger, J. A., & Kanungo, R. N. (1988). Charismatic leadership in organizations. CA, Sage: Thousand Oaks.

Further literature:

Ibrahim, S., & Alkire, S. (2007). Agency and empowerment: A proposal for internationally comparable indicators. Oxford Development 

Studies, 35(4), 379–403.

Ryan, R. M., & Deci, E. L. (2000). Self-determination theory and the facilitation of intrinsic motivation, social development and wellbeing. 

American Psychologist, 55(1), 68–78.
18
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Cognitive│ and behavioral aspects seemingly have substantial impact on the individual’s life

chances.

Minor │ differences to explain these are detectable in early stages of a child’s development. 

Yet│ contextual factors in the social environment play an important role in explaining poverty, as

they highly influence mental health and cognitive development and abilities.

Thus, │ minor effects can accumulate over time. Consequently, contextual factors of poverty can

lead to keeping individuals in poverty.

20
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Poverty│ is generally linked to a number of health, learning and behavioural problems, 

especially depressive symptoms for both, children and adults (Bradley & Corwyn 2002; Duncan 

et al. 1998)

The negative │ relationship between poverty and depression is a robust finding (cf. Lorant et al. 

2003 for a meta-analysis)

Even │ though low income is solidly linked to depressive symptoms in children, income

increases show no positive effect on depression (Costello et al. 2001; Gennetian & Miller 2002; 

Mclead & Shanahan 1996)

→ │ Childhood depression had mostly been caused by earlier traumatic experience or poverty

and depressive symptoms might have common antecedent factors (and are thus independent

from an increase in income)

Bradley, R. H., & Corwyn, R. F. (2002). Socioeconomic status and child development. Annual Review of Psychology, 53, 371–399. 

Duncan, G. J., Yeung, W. J., Brooks-Gunn, J., & Smith, J. (1998). How much does child poverty affect the life chances of children? 

American Sociolog- ical Review, 63, 406–423.

Lorant, V., Deliège, D., Eaton, W., Robert, A., Philippot, P., & Ansseau, M. (2003). Socioeconomic inequalities in depression: A meta-

analysis. Amer- ican Journal of Epidemiology, 157, 98–112. 

Costello, E. J., Keeler, G. P., & Angold, A. (2001). Poverty, race/ethnicity, and psychiatric disorder: A study of rural children. American 

Journal of Public Health, 91, 1494–1498. 

Gennetian, L. A., & Miller, C. (2002). Children and welfare reform: A view from an experimental welfare program in Minnesota. Child 

Development, 73, 601–620. 

Mcleod, J. D., & Shanahan, M. J. (1996). Trajectories of poverty and chil- dren’s behavioral health. Journal of Health and Social

Behavior, 37, 207–220. 
21
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Children growing up in poverty oftentimes lack the capacity to cope with negative life 

events.

│As for children, prevalence of behavioural, emotional and psychological problems is higher, if 

they grow up in poverty (Adams et al. 1994)

│Along goes a tendency to internalize problems, yet externalize symptoms (Hanson et al. 1997), 

e.g. resulting in higher crime rates for poor children 

│Consequently, and additionally to oftentimes growing up in severely difficult situations, their 

ability to cope with negative events is extraordinarily stressed, yet a lack of social and 

emotional development (see further) impedes adequate handling of difficult situations 

│→ Children growing up in poverty rather lack the ability to cope with negative life events, 

although they are a lot more likely to experience these during their life course. 

Adams, C. D., Hillman, N., & Gaydos, G. R. (1994). Behavioral difficulties in toddlers: Impact of sociocultural and biological risk factors. 

Journal of Clinical Child Psychology, 23, 373–381. 

Hanson, T., McLanahan, S., Thompson, E. (1997). Economic resources, parental practices and children’s wellbeing. In G. Duncan, J. 

Brooks-Gunn (Eds.), Consequences of growing up poor. New York: Russell Sage.
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How poverty might lead to (childhood) depression:

| “Family stress model”

| Poverty affects children’s mental health through negative events on their parents and their 

consequent parenting 

| Financial pressures, difficult interpersonal relationships, mental overload asf. are constraints 

for “good parenting” 

| Parenting is characterized by harsh interaction, punishment and inconsistent behaviour and 

rules   

| Leads to emotional stress in children (cf. Conger et al. 1993)

Butler, A. (2014): Poverty and Adolescent depressive Symptoms. American Journal of Orthopsychiatry, 84 (1), 82-94.

Conger, R. D., Conger, K. J., Elder, G. H., Lorenz, F. O., Simons, R. L., & Whitbeck, L. B. (1993). Family economic stress and 

adjustment of early adolescent girls. Developmental Psychology, 29, 206–219. 
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How poverty might lead to (childhood) depression:

| “Family investment model”

| Parents find themselves unable to afford living in a safe neighbourhood, a good school with

individual support and adequately supervise the child and its activities

| Thus, poor children are more likely to be exposed to harmful and potentially traumatic

experiences

| Subsequently parents might be unable to support their children after negative experiences

and/or pay for adequate mental support

| → Poverty does not directly induce depression, but increases the likelihood of traumatic

experiences and hinders families to be able to prevent of depressive symptoms

Butler, A. (2014): Poverty and Adolescent depressive Symptoms. American Journal of Orthopsychiatry, 84 (1), 82-94.

24
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Cognitive and motivational aspects: 

Adaption to deprivation might lead to the adherence of the status of poverty, as it│

increases the ability to make decisions over items of low value│

but harms the ability to make decisions over items of high value │

might limit the representation of options and the availability to chose from all alternatives │

available

→ │ Depleted environment might ultimately restrain mental construction of options, as for which 

individuals may remain in poverty 

Chakravarti, D. (2006). Voices unheard: The psychology of consumption in poverty and development. Journal of Consumer Psychology, 

16(4), 363–376. 

25
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│Neighbourhood events influence life events and may cause mental illness

│Individuals experiencing severe negative life events, living in low stress neighbourhoods 

develop a depression significantly less often than those subject, living in high stress 

neighbourhoods

│High-stress neighbourhoods are characterized by poor-quality housing, few resources and a 

lack of safety

│→ Quality of neighbourhood further intensifies harmful impact of negative life events. Thus 

contextual factors need to be more considered in psychology and urban development, but also 

research on poverty

Cutrona, C. E., Wallace, G., & Wesner, K. A. (2006). Neighbourhood characteristics and depression: An examination of stress 

processes. Current Directions in Psychological Science, 15(4), 188–192.

26

Social Environment & Mental Health

Neighbourhood influences mental health



© NGI  |  June 2016

Explanation: Low average income goes along poor mental health via (a lack of) social order │

and inter-personal relationships in the subject’s personal environment:

social control│

social support │

role models │

Not poverty per se, but │ social disorder leads to depression (Ross, 2000)

e.g. high crime rates are consistently linked to depression (in children and adults), │

neighbourhood poverty is only associated with depression for children

Yet, both show improved mental health when moving away from stressful neighbourhoods │

→ │ Interdependence between dysfunctional social environment, poverty and mental health is 

yet to be disentangled 

Ross, C. E. (2000). Neighbourhood disadvantage and adult depression. Journal of Health and Social Behavior, 41, 177–187.

27
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The persistence of social class is attributable to socialization, rather than inherited cognitive │

abilities (e.g. Bowles & Gintis 1976, especially socialization in schools)

Personality traits (extroversion, work orientation, sociability etc.) are important for future │

employers and for building a social network, thus for overcoming poverty

Three approaches for explaining an intergenerational socialization (see for a comparative │

literature review Farkas 2003)

Human Capital (Beckmann │ 1964)

Cultural Capital (Bourdieu │ 1977)

Social Capital (e.g. Coleman │ 1988)

Bowles, S., & Gintis, H. (1976). Schooling in capitalist America. New York: Basic Books.

Farkas, G. (2003). Cognitive skills and non-cognitive traits and behaviors in stratification processes. Annual Review of Sociology, 29, 

541–562.

29
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Human Capital│ (Becker 1964): Parents have little direct incentives to financially invest in their 

children’s education:

Anand et al. (│ 2009, 2009) found that in the UK, half of those who are poor (“relatively 

deprived”) are significantly of ill-health – suggests that health should be considered to be 

included in human capital theory 

Cultural Capital│ / Habitus theory (Bourdieu 1977): Low-income parents lack the capacity to 

adequately support their children’s education (Swidler 1986)

Swidler, A. (1986). Culture in action: Symbols and strategies. American Sociological Review, 51, 273–286.

Anand, P., Santos, C., & Smith, R. (2009). The measurement of capabilities. In K. Basu & R. Kanbur (Eds.), Arguments for a better 

world, Festschrift for Amartya Sen. Oxford: Oxford University Press. 

Anand, P., Hunter, G., Carter, I., Dowding, K., Guala, F., & van Hees, M. (2009). The development of capability indicators. Journal of 

Human Development and Capabilities, 10(1), 125–152. 

30
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│Social Capital (e.g. Coleman 1988): Resources in family and neighbourhood (social 

environment) are insufficient to develop the necessary skills in children for them to be enabled 

to ascent in socio-economic status. 

│Includes ethnographic work on minorities (cf. Obbu 1986; Borjas 1999)

│Ethnic minorities often differ in family structure, lack socialization and proper integration into 

the local labour market and are thus more likely to be of low socio-economic status (cf. 

Gradin 2012; Blank 1997)

│Also, gender differences play a role in differentiating causes and factors of poverty. In a 

UK–study, from a group of relatively poor considering many capabilities, women are      

exceptionally prevalent (Anand et al. 2009)

Obbu, J. (1986). The consequences of the American caste system. In U. Neisser (Ed.), The school achievement of minority children (pp. 

19–56). Hillsdale, NJ: Erlbaum.

Borjas, G. (1999). Heaven’s door: Immigration policy and the American economy. Princeton, NJ: Princeton University Press.

Gradin, C. (2012): Poverty among minorities in the United States: Explaining the racial poverty gap for Blacks and Latinos. Applied 

Economics, 44, 3793-3804.

Blank, R. (1997). It Takes a Nation: A New Agenda for Fighting Poverty. New York: Russell Sage Foundation. 
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│Yet: The theoretical distinction between the three is empirically hard to dissolve:

→ Farkas (2003) suggests that in reality, only a combination of the three     

approaches explains poverty = Family resource theory

Farkas, G., & Hall, L. S. (2000). Can Title I attain its goal? Brookings Papers on Educational Policy. Washington DC: Brookings Institute 

(pp. 59–103).

32
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│Enduring poverty has intuitively greater influence on a child’s development than transitory

poverty (Korenman et al. 1995)

│Income and poverty are significant predictors for IQ variations in 5-yo children (after 

accounting for other factors as education, family structures, ethnicity…) (e.g. Duncan 1994)

│Others find no significant linear relation between cognitive development and financial income, 

yet still a greater positive influence of an income increase on cognitive development for

children living close to the poverty line

Korenman, S., Miller, J., & Sjaastad, E. (1995). Long term poverty and child development in the United States. Children and Youth 

Services Review, 17, 127–155. 

Duncan, G. (1994). Families and neighbors as sources of disadvantage in the schooling decisions of what and black adolescents. 

American Journal of Education, 103, 20–53.
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Poverty has also major influences on a child│ ’s educational success:

│ Guo (1998) differentiates between ability (stable) and achievement (dependent variable) 

and finds that long-term poverty negatively influences both and that poverty in early 

childhood has greater negative impact on cognitive development (ability) whereas poverty in 

adolescence has greater negative impact on adult’s achievement 

It is also important, whether a child grows up in consistent, transitory or non│ -poverty: long-

term poverty has the greatest negative impact on high school graduation and employment 

status at 25 years of age (Wagmiller et al. 2006)

Guo, G. (1998). The timing of the influences of cumulative poverty on children’s cognitive ability and achievement. Social Forces, 77(1), 

257–288. 

Wagmiller, R. L., Lennon, M. C., Kuang, L., Alberti, P. M., & Aber, J. L. (2006). The dynamics of economic disadvantage and children’s 

life chances. American Sociological Review, 71(October), 847–866.

34
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│Children from low social economic status do generally less well in school than children from

wealthier families

│There is rich literature testing for a number of variables (course failure rates, years of

schooling, special education, general educational achievement…) that indicate the influence of

socialization and poverty on success in education

│Studies especially tend to confirm earlier explanation (cf. e.g. Hess et al. 1984) and conclude

that key intermediating variables in the poverty-education relationship are

│mother-child interaction and verbal development

│positive child-parents relationship and bond

│experiencing effective disciplining strategies

│parental aspiration

│Socio-economic status also serves as an early indicator for learning disabilities and a child’s

learning outcome (Schonhaut & Satz 1984)

Hess, R. D., Holloway, S. D., Dickson, W. P., & Price, G. G. (1984). Maternal preschool variables as predictors of children’s school

readiness and later achievement in vocabulary and mathematics in sixth grade. Child Development, 55, 1902–1912.

Schonhaut, S., & Satz, P. (1984). Prognosis for children with learning disabilities. In M. Rutter (Ed.), Developmental neuropsychiatry. 

Edinburgh: Churchill Livingstone.

35
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Phenomenon│ called “Feminization of poverty” (Pearce 1978): Observation that (especially in 

developing countries) changes in poverty are towards an disproportioned increase of women

living in poverty as women poverty rates are higher then men’s (esp. for single mothers)

Growing│ proportion of women had been falling into poverty trap despite the increase of

women’s labour market participation

Women │ and “Human Capital Theory”: Theoretically, investing in skills should also enable

women to increase their chances on the labour market and thus escaping poverty

Yet│ , challenged through numerous studies (cf. esp. Bergmann 1995, but also Ferber & 

Birnbaum 1977; Sawhill 1977; McCrate 1987). Key argument is the wife’s dependency within

the family / marriage which influences the mechanisms of bargaining (new discussion with late

marriage and pregnancy).

Especially│ in developing countries, women’s dependency on a main breadwinner is still 

widespread

Albelda, R. (1999). Women and Poverty. Beyond Earnings and Welfare. The Quarterly Review of Economics and Finance, 39, 723-742. 

Pearce, D. (1978). The feminization of poverty: women, work and welfare. Urban and Social Change Review 11(1-2), 28–36.

Ferber, M., & Birnbaum, B. (1977). The ‘new home economics’: retrospects and prospects. Journal of Consumer Research 4, 19–28.

Sawhill, I. (1977). Economic perspectives of the family. Daedalus 106(2), 11525.

McCrate, E. (1987). Trade merger and employment: economic theory on marriage. Review of Radical Political Economics 19(1), 73–89. 

Bergmann, B. (1995). Becker’s theory of the family: preposterous conclusions. Feminist Economics 1(1), 141–50. 
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Adams, C. D., Hillman, N., & Gaydos, G. R. (• 1994). Behavioral difficulties in toddlers: Impact of sociocultural and biological risk factors. Journal 
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