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Abstract

Background In Germany there is a large wealth gap between East and West Germans as well as a gap in life satisfaction,
with people in East Germany reporting to be less satisfied. This paper intends to shed light on the role of the different levels
of wealth and their association with life satisfaction. On a wider scale, this paper examines psychological consequences of
wealth inequality between large societal groups.

Method Longitudinal data from the years 2007, 2012, and 2017 of the German Socio-Economic Panel (GSOEP) with a
sample size of N=5066 (Ngpqae =2522, Ny =3756, Myger097 =50.46) was used. To test our hypothesis, multiple linear
regression models as well as a fixed-effects regression model were run. Furthermore, to examine the development of wealth
distribution between different birth cohorts in East and West Germany a latent growth curve model was calculated.

Results Net-worth was found to be a highly significant predictor for life satisfaction. This holds true for variance between
respondents as well as for individual change over time within respondents. Additionally, the results show that the wealth gap
between East and West Germans in total as well as within most of the birth cohorts increased.

Conclusion Due to their socialistic history and the related obstacles in acquiring wealth as well as the unbalanced distribution
of GDR-assets after the reunification, East Germans are significantly less wealthy than West Germans. This has consequences

on the mental well-being and the life satisfaction of East Germans.

Keywords Life satisfaction - Wealth - East and west Germans - Mental well-being - Inequality

Introduction

Over the past decades, life satisfaction received a lot
of attention in the fields of psychology, sociology, and
economy (Clark 2018; Diener et al. 1999; Diener et al.
2017). There are even attempts to establish life satisfaction
as a central indicator for the efficacy of political actions
(Diener et al. 2015; Diener and Seligman 2004). This is
due to its relevant link to many important facets of human
life like mental health (Beutel et al. 2010; Lombardo et al.
2018), physical health, and longevity (Diener and Chan
2011). For Germany, with its history of division into two
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separate states, life satisfaction is an important aspect:
Since the reunification in 1990 there has always been a
gap in life satisfaction between East and West Germans
(Easterlin 2009; Easterlin and Plagnol 2008; Petrunyk and
Pfeifer 2016; Vatter 2012). Even 30 years later, people in
East and West Germany still differ in their perceived level
of satisfaction with life (Statistisches Bundesamt (Destatis)
2021). On the one hand, the difference in life satisfaction
can be attributed to past and present objective circum-
stances, e.g. macroeconomic conditions such as labor mar-
ket conditions, level of GDP, and economic growth (Vatter
2012). This is further affirmed by the fact, that birth cohorts
raised in the former GDR show a larger gap in life satis-
faction (Biermann and Welsch 2021; Petrunyk and Pfeifer
2016) than those cohorts raised before and after. On the
other hand, differences in individual factors like income
(Frijters et al. 2004; Petrunyk and Pfeifer 2016), unemploy-
ment status (Petrunyk and Pfeifer 2016; Vatter 2012), and
satisfaction with democracy (Biermann and Welsch 2021)
also account for differences in life satisfaction between East
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and West Germans. Even though it has been shown that dif-
ferences in socioeconomic factors like income play an impor-
tant role in explaining the “happiness gap”, there is a lack of
research examining the effect of wealth differences between
East and West Germany on life satisfaction. Headey (2019)
showed that both 1-year and 5-year correlations and regres-
sions indicate stronger associations between wealth and life
satisfaction compared to income.

Brulé and Suter (2019) differentiated three different
types of effects of wealth on life satisfaction: Direct effects
are especially related to health changes and happiness;
wealth buffers negative effects of certain life changes, such
as unemployment; inequality leads to higher chances of
distrust, status anxiety, perceived conflicts, and a general
dissatisfaction. During times of economic instability or
insecurity, such as unemployment, illness, retirement or
dependence on social assistance, wealth serves as a safe-
guard: A certain level of consumption may be maintained
even though unemployment compensations or pensions
can be rather low (Brulé and Suter 2019; D’Ambrosio
et al. 2020). As a consequence, financial security leads to
a higher sense of control over one’s own life which is posi-
tively associated with well-being (Johnson and Krueger
2006). Additionally, Hauser (2007) defines seven functions
of wealth that have direct and buffer effects on life satisfac-
tion: the security function of wealth; the income function,
with wealth generating income on its own; the use func-
tion for consumption; the power function for increasing
influence; the social status attainment and positioning
function, enabling a “happier” position in society; and the
inheritance function. It is thus very plausible that wealth
has not only a larger and more continuous effect on life sat-
isfaction but is also a more suitable indicator financially.
By using wealth instead of income as an indicator in this
study, an important economic aspect of inequality regard-
ing life satisfaction and health can be revealed.

As wealth has such a strong association to life satisfac-
tion, its distribution in East and West Germany becomes
relevant. Even 25 years after reunification, private house-
holds in East Germany have possessed less than half of the
financial wealth of those in West Germany (Grabka 2014).
Looking at the wealth discrepancy from a cross-sectional
perspective, the differences do not exist in younger cohorts.
It is questionable whether this holds true when taking a lon-
gitudinal perspective. This is due to ‘Matthew’s principle’
which means that the wealthy build up their fortune quicker
than the less fortunate. Szydlik (2004) indicates that due
to Matthew’s principle less money can be inherited from
people living in the former GDR.

By focusing on wealth in our current study, a highly
relevant extension of happiness research is made through
investigating the consequences of wealth gaps between large
societal groups on life satisfaction.
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Hypotheses

Following the theoretical background above, these four
hypotheses are formulated to highlight the vast differences
both in life satisfaction and wealth between East and West
Germans:

H1. Life satisfaction differs significantly between East
and West Germans.

H2. There is a positive linear association between wealth
and life satisfaction between respondents.

H3. There is a positive linear association between wealth
and life satisfaction within respondents over the panel
years.

H4. Wealth differences between East and West Germans
within panel years increase over time, especially regard-
ing younger cohorts.

Method
Sample description

For our study, data of the German Socio-Economic Panel
(GSOEP) was used. The GSOEP is an annual panel survey
of German households that started in 1984. Three different
time points, namely the years 2007, 2012 and 2017 were
used. This is when detailed information of assets and debts
have been gathered on an individual level. For our analyses,
only participants who were above the age of 18 years in 2007
and did not move between East and West Germany during
the time period were included, as well as data of people who
answered all variables of interest at all three time points. The
total sample consists of N=5066 (see Table 1 for detailed
sample description) participants. Before participating in the
study all participants gave their informed consent.

Variables

Net-worth was calculated by subtracting the individual value
of debts from the individual value of assets. The questions
were asked in the form of: “how high is the current (market)
value of ...”, with a brief explanation of words used in the
question, e.g. “market value is the price you would get by
selling the property”. The total value of assets was calcu-
lated by summing up the value of (1) real estates (own use
and non-own use), (2) monetary assets, (3) insurance assets,
(4) building saving contracts, (5) stocks and business assets,
and (6) tangible assets. Debts consist of (1) mortgage loans
and (2) other credits. Additionally, to deal with the large
variance in the net-worth variable, first an inverse hyperbolic
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Table 1 Descriptive Statistics of 2007, 2012, and 2017

2007

2012

2017

West (N=3756)

East (N=1293)

West (N=3756)

East (N=1293)

West (N=3756)

East (N=1293)

Female; N (%) 1840 (49.0) 682 (52.7) 1840 (49.0)
Unemployed; N (%) 92 (2.4)%#* 89 (6.9)%#* 61 (1.6)%%*
Univ. Degree; N (%) 1114 (29.7)%%% 491 (38.0)%** 1186 (31.6)+*

Age (SD) 50.46 (13.54) 50.10 (14.17) 55.46 (13.54)
Wealth-Gross (SD)  303,754.56%**  112,526.06%%** 314,475.79%%*
(792,914.91) (160,604.65) (524,401.76)
Liabilities (SD) 48,063.61*** 27,355.13%%* 46,391.63%**
(102,013.83) (70,772.70) (110,830.43)
Wealth (Net); Mean 252,906.62%**  84,515.26%%* 267,403.41%**
(SD) (748,799.98) (129,235.10) (474,554.38)
Wealth (Net); 143,500%** 44,000%** 156,700%%**
Median
Inheritance; Mean
(SD)
EHI; Mean (SD) 1461.48%%** 1081.81%%** 1704.21%%**
(1160.89) (629.91) (2575.50)
EHI; Median 1250.00%** 950.67%** 1400.00%**

Life satisfaction
(SD)

Subj. Health (SD)

7.35%%% (1.57)

2.54 (.86)

6.73%%% (1.63)

2.59 (.84)

7.33%%% (1.55)

2.60 (.85)

682 (52.7)
55 (4.3)%x

512 (39.6)%#*
55.10 (14.17)

118,189.31%**
(152,735.30)

25,183.11%%*
(63,255.37)

92,259.56%*
(129,818.35)

55,000%*

1245 .88+
(633.65)

1107.00%%%
6.87%%* (1.56)

2.65 (.83)

1840 (49.0)
35 (0.9)*

1217 (32.4)%+%
60.46 (13.54)

390,577.66%**
(1,320,399.59)

42,975.34%%*
(118,588.28)

347,437.20%%%
(1,311,163.29)

200,000%#*

112,336.91 ##*
(234,152.93)

1850.86%*
(1275.52)

1575.00%+%
7.34%%% (1.61)

2.74 (.90)

682 (52.7)
23 (1.8)*

520 (40.2)%%*
60.10 (14.17)

140,100.08 %
(218,202.38)

22,551.58%%*
(59,500.41)

117,662.47#%%
(203,379.64)

75,000%*

30,582.71%**
(88,434.83)

1460.49%**
(670.58)

1300.00%%
6.96%%* (1.61)

2.77 (.90)

Stars indicate p values of a two-way ANOVA test for mean differences and p values of a Median Test for median differences (¥ p<0.05, **
p<0.01, #** p<0.001) between East and West Germany within the respective years. EHI =Equivalent Household Income, Subj. Health = Sub-
jective Health. The question about Inheritance was only included in the survey of 2017. Figures regarding wealth, income, and inheritance are in

€

sine function transformation of net-worth for the regression
analyses was conducted. The inverse hyperbolic sine func-
tion is a monotonic transformation comparable to the log
transformation. But contrary to the log transformation, it
is defined at zero and can take negative values into account
(Pence 2006). Second, for a more accessible interpretation of
values, a net-worth transformation variable for the following
latent growth curve model (LGCM), dividing the net-worth
by the factor of 10,000 has been used.

Life satisfaction is measured with the question “How
satisfied are you with your life, all things considered?”.
Answers can take a value from O to 10, with 10 being the
highest form of satisfaction. State of Health is assessed on a
scale from 1 (“very good”) to 5 (“bad”) using the question
“How would you describe your current health?”. The Equiv-
alized Income was calculated by dividing the total household
income by the root square of people living in the household.
Again, to deal with the large variation in variance, an equiv-
alized income factor variable was calculated by dividing the
equivalized income by 1000. For Education the CASMIN-
classification in the GSOEP was used to code a dummy-
variable identifying people on a tertiary education level (1)
and below (0). People who lived in East Germany before the
reunification in 1989 and who were living in East Germany
at all given time points were treated as East Germans.

Analytical strategy

First, linear regression models for every time point were
conducted to test whether net-worth played a significant role
for life satisfaction even when other relevant variables are
controlled for (H1 and H2). Additionally, to be able to inter-
pret the effect of changes of individual net-worth on indi-
vidual life satisfaction, a balanced fixed-effects panel regres-
sion model (H3) was calculated. After identifying net worth
as a relevant predictor for life satisfaction a latent growth
curve model (H4) was used to highlight the development of
net-worth between East and West Germans in general and
different age groups. To deal with the large variance differ-
ences in the factor net-worth variable, the top 1% at every
time point as outliers (total excluded participants: N =59,
West Germans =57, East Germans =2) were excluded.

Results

Descriptive statistics of the variables used in our models
can be found in Table 1. Since only those respondents were
included in the analysis who participated in each survey
year, the mean age is continuously rising. Furthermore, the
proportion of people attaining a university degree during
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the observed panel years is only marginal. Apart from the
subjective health status, all differences between East and
West Germans are significant.

In 2007, in regards of net wealth, West Germans
are the wealthier group (mediany,,= 152,000 € vs.
mediang,, =49,225 €). West Germans earn about 300 €
more than East Germans. Furthermore, unemployment
among East German respondents was 5% higher than among
West Germans. The mean life satisfaction of West Germans
(mean=7.36) is higher than in East Germany (mean =6.73).

In 2012, West Germans again show a higher net
wealth compared to the East (mediany, = 169,200 € vs.
mediang,, =60,800 €). Thus, wealth has increased in both
groups. Again, equivalent household income is higher in
West Germany. Unemployment rates still differed. East
Germans reported a small increase in life satisfaction
(mean=6.87), whereas West Germans were similarly satis-
fied (mean=7.34).

In 2017, it can be shown that wealth, liabilities and equiv-
alent household income present considerable differences in
their means and medians, which is why outliers have to be
regarded carefully. West Germans were the wealthier group.
Both their median gross wealth and their median net wealth
exceed the respective amounts of the other group by far.
While the median net wealth of respondents from East Ger-
many is 75,917 €, the West German median is 218,000 €,
even though their mean liabilities are higher than in East
Germany. Again, the median wealth has increased in each
group. Life satisfaction also amounts to the highest values
in West Germany (mean="7.35), while the means in East
Germany (mean=6.96) have increased further. Compared
to previous years, mean life satisfaction in East Germany
has increased by 0.23 since 2007. Whereas East Germans
become more satisfied over the years, life satisfaction in
the West seems to be rather steady. Though life satisfaction

differences between East and West Germany converge over
the panel years, they differ significantly from one another at
every time point. Employment rates do not differ consider-
ably. In 2017, inheritance was part of the questionnaire. The
amount of inherited money differs considerably between the
two groups, with West Germans reporting the higher amount
(median=150,000 €) and East Germans inheriting much less
(median = 15,000 Table 2 reports net-worth of different age
cohorts over the years. The older the respondents, the larger
the gap between East and West Germans’ net-worth values,
except for the oldest birth cohort. Moreover, over the years,
the differences between East and West increase, especially
in the younger cohorts, which again corroborates Matthew’s
principle. A fitting example is the cohort of 1970-1979: In
2007, it is the only year and cohort with a higher median
net-worth for East Germans, but the advance is lost by far in
2012. Thus, West Germans of every age seem to be able to
increase their wealth quicker than East Germans.

Figure 1 shows the distribution of net-worth percentiles,
stratified by East and West Germans. It is apparent that East
Germans are overrepresented when looking at lower per-
centiles, while West Germans are overrepresented in the
upper percentiles. Thus, the less wealthy respondents are
residing in the East, whereas the wealthier ones are mostly
West Germans.

This leads to the question whether wealthier people are
also happier than the less wealthy ones. Figure 2 shows the
difference in life satisfaction for four different net-worth
classes. It is visible that in each survey year, the wealthier
respondents are also more satisfied with their lives. Still, the
least wealthy group seems to converge, as their mean life
satisfaction increases linearly, contrary to the other three
groups.

Table 3 shows the results of the linear regressions at the
three time points. With adjusted R?s between .252 and .284

Table 2 Net-Worth of Different

Net-Worth 2007 Mean/  Net-Worth 2012 Mean/  Net-Worth 2017
Age Cohorts Median Median Mean / Median
Total West 252,907 / 143,500 267,403 / 156,700 347,437 /200,000
East 84,515 /44,000 92,259 /55,000 117,663 / 75,000
1980-1989 West 13,561 /5000 25,584 / 9600 77,717 /27,000
East 6509 /3000 20,874 / 6400 46,373 /9650
1970-1979 West 67,964 /20,500 101,017 / 50,000 185,829/ 116,000
East 56,089 /23,500 63,430/ 30,000 98,826 /75,000
1960-1969 West 189,302 / 105,000 232,259 / 140,000 313,299 /202,500
East 85,469 /49,500 97,517/ 58,250 149,067 /92,000
1950-1959 West 344,112 /200,000 340,270/ 220,000 494,982 /265,000
East 99,577 /1 63,150 107,031 / 64,000 139,034 /91,000
<1949 West 356,104 / 250,000 354,642 / 240,000 385,681 /250,000
East 100,178 / 63,000 103,989 /70,525 100,577/ 61,700

All figures are in €
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the variables can explain a considerable proportion of the
variance in life satisfaction. All variables had a highly sig-
nificant impact on life satisfaction (p <.001), apart from sex
that is only significant (p <.05) in 2007. Thus, men state a
significantly higher life satisfaction, although the effect size
is rather small (std. B =.029). Both increasing equivalent
household income and personal wealth have significant, pos-
itive effects on life satisfaction. A larger impact is presented
by subjective health status, as a worse-rated health has a sig-
nificantly negative effect on life satisfaction (std. f=-.514
to —.429). Further control variables, namely age, a university
degree and current employment, have significantly positive

impacts on life satisfaction. At all time points respondents
from East Germany are significantly less satisfied with their
lives (std. p=—.083 to —.130).

A Fixed Effects-Regression was modelled to investigate
covariates’ effects on life satisfaction within the respond-
ents over the years (H3). This way, a direct, causal effect of
wealth on life satisfaction can be tested. The respondents
and panel years were clustered and additionally panel years
were controlled for to prevent time effect bias. As assumed
when looking at the cross-section regression, declining
health has a highly significant negative impact on life sat-
isfaction within the respondents (f =—.891). Job loss also
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2017

2012

2007

Table 3 Linear regressions on life satisfaction at three different time points
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Sig.

t

Std. Error  Std. Beta

B

Sig.

t

Std. Error  Std. Beta

B

Sig.

t

Std. Beta

Std. Error

.000
.000
.005
.000
.000
.000
.000
.000
107

36.254
3.882
2.810

217
.004
.044
.014
.023
.002
185
.046
.039

7.867
.015
123
.070

.000

47.604
6.138
5.380
3.197

164
.003
041
.006
.024

7.784
.020
221
.020

.000
.000
.000
.000
.000
.000
.000
.000
.019

20.212
6.092

151
.004
.045
.016
.024

7.560
.022
178
120

(Constant)
Wealth

.049
.036
.065

.000

.078
.067
.039

.079
.052

.000
.001
.000
.000
.000
.000
.069

3.962
7.325

University
EHI

4.983

.097

—39.885
8.710

-.514
113

—.047

—.083

.020

—.926
.013

—38.520
9.080

—.491

118

—.909
.013

—33.106
5.855
6.712

—.429

.078

—-.810
.009

Subjective Health

Age

.001
126
.044
.038

.002
.106
.047

3.851

-.714
—.306

.064
284

5.845

-.071
—.103

.022

—-.739
—-.368
.069
279

—.083
—-.130

.029

=715
—-477

.093
252

Unemployed

East
Sex

—6.643
1.612

—8.360
1.816

—10.255
2.348

.040

Adj. R?

Equivalent Household Income

EHI=

has a highly significant negative effect (p =—.849). Both
increasing equivalent household income (f=.045) and
personal wealth (f=.023) have highly significant posi-
tive impacts on life satisfaction. This means that every 1%
increase in personal wealth leads to an average increase
in life satisfaction by around .023.A significant positive
within-person-effect of wealth on life satisfaction can be
observed. For detailed information see Table 4.

To test the fourth hypothesis, a latent growth curve
analysis was used. Results are presented in Table 5.
In 2007, inhabitants of East Germany have on average
around 116,300 € less net worth than people in West
Germany. This wealth difference significantly increases
every five years by around 20,940 €. Differences to the
actual numbers are due to the sample differences. In the
sample for the LGCM the top 1% in every time point are
excluded, leading to an underestimation of effect sizes.
There is a significant difference in the intercept between
East and West Germans born after 1969. Therefore, peo-
ple in East Germany born after 1969 had significantly
less wealth than their West German counterparts. The
slopes also differ depending on the age cohort. Only
the youngest and oldest surveyed cohorts did not show
a significant difference. This means that in all other age
cohorts people in West Germany accumulated signifi-
cantly more wealth in the reported time frame than peo-
ple in East Germany. Looking at the cohort from 1970 to
1979 (28 years to 37 years in 2007), it can be seen that
they did not significantly differ from each other in total
wealth in 2007. Over the years the wealth gap between
East and West Germans in this age cohort significantly
has been widening (around 33,750 € every five years)
due to the significantly higher accumulation of wealth
of West Germans.

The analyses support our hypotheses:

H1 is confirmed since the levels of life satisfaction
between East and West Germans differ significantly in
every measured time point, even when controlling for
relevant variables.

H2 can be supported as well. In each panel year, wealth
has a significant effect on life satisfaction, even when
controlling for other important factors, such as equiva-
lent household income. Thus, wealthier respondents are
significantly more satisfied with their lives than the less
wealthy ones.

H3 is also supported by the analysis since respondents
become more satisfied with their lives when they accu-
mulate more wealth.

H4 is confirmed since a large, significant wealth gap
between East and West Germany that also increases
significantly over the panel years can be found. This
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Table 4 Estimates of Fixed

Effects on life satisfaction Parameter Estimate Std. Error t Sig. 95%- CI Lower 95%-CI
Bound Upper
Bound
Intercept 8.706 .064 135.989 .000 8.581 8.832
Unemployed —.849 .075 —11.331 .000 —.996 -.702
Subjective Health —-.891 .014 —64.511 .000 -.918 —.864
Age .012 .000 13.554 .000 .010 .014
Wealth .023 .002 11.190 .000 .019 .028
EHI .045 .005 8.443 .000 .035 .055

Results are controlled for panel years, but because of insignificant effects, they have been excluded.

EHI=Equivalent Household Income

Table 5 Latent Growth Curve Model for wealth between East and
West Germans in different birth cohorts

Regressions Estimate Std.Err z-value p-value
Intercept

East_West** —11.630 .678 —17.161 .000
1980-1989 —0.680 534 -1.272 203
1970-1979 —0.625 .891 —0.702 483
1960-1969%* -7.331 1.194 —6.142 .000
1950-1959** —14.190 1.277 —11.112 .000
<1949%* —19.441 1.388 —14.004 .000
Slope

East_West** —2.094 343 —6.098 .000
1980-1989 0.028 .635 0.044 .965
1970-1979%* -3.375 712 —4.743 .000
1960-1969** -3.072 748 —4.108 .000
1950-1959** -3.572 727 -4.914 .000
<1949 -0.316 .622 —-0.508 612

The presented numbers are net worth/10,000€. The reference group in
all categories are people in West Germany

holds true for younger age cohorts as well (but not
exclusively).

Discussion

The aim of this study was to examine whether differences
in life satisfaction between East and West Germans can be
partly explained by differences in wealth. Net-worth was
found to be a significant factor in explaining differences
in life satisfaction between respondents as well as within
respondents. Other relevant factors are state of health,
unemployment, age, equivalent household income and
having a university degree. East and West Germans also
differ in the level of unemployment and in the equivalent
household income. Assuming these are also relevant fac-
tors contributing to the life satisfaction gap between East
and West Germans.

The latent growth curve model showed how net-worth
developed differently between East and West Germans in
general and among different age cohorts. Interestingly the
wealth gap between East and West Germans is actually
increasing. Also, in younger birth cohorts the accumula-
tion of wealth was significantly larger for West Germans
than for East Germans. It seems plausible that this was to
a large extend the case because of the different values of
inheritance.

Real estate shows the largest impact on wealth. In 2013,
85% of the wealth of private households in West Germany
was based on real estate, whereas in East Germany, the
prescriptive amount was only 73%. Both the proportion of
properties used by owners and the amount of income result-
ing from rent is constantly higher in West Germany. Moreo-
ver, the discrepancy does not seem to converge. Because
of the inequal income distribution between East and West
Germany, East Germans incur higher debts when investing
in real estate (Grabka 2014). As the value of real estate has
been increasing in each region over the last years (Scho-
neich and Teske 2020), owners are increasing their wealth,
thereby widening the gap between themselves and those who
do not own properties — the latter being overrepresented in
East Germany. Furthermore, the general market value of real
estate is much higher in West Germany than it is in East
Germany. That is also one factor why the reported wealth
of people who own a flat or a house which is comparable in
size, facilities and location will be different between East
and West Germans. According to Bartels and Schroeder
(2020) the different valuation and different possession rate
account for 11 to 16% of the wealth difference of homeown-
ership and 20 to 30% for other real estates.

It is unclear whether the difference in wealth may also
be attributed to different personal attitudes towards accu-
mulating wealth between East and West Germans. While
West Germans grew up in a capitalistic society, where accu-
mulating wealth was possible and an important motivation,
the socialist regime of the GDR inhibited this possibility
by regulating income and ownership in order to achieve
equality. Therefore, West Germans not only had more time
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to accumulate money over generations (Fuchs-Schiindeln
and Schiindeln 2005), their socialization also led to them
being more competent in increasing their wealth through
a higher financial literacy (Bucher-Koenen and Lusardi
2011). Moreover, German reunification was an economic
shock for East Germany: Labor force participation, income,
savings, social security entitlements, wealth levels, as well
as wealth profiles were afflicted (Bonke et al. 2019; Fuchs-
Schiindeln and Schiindeln 2005). The post reunification
economic shock also led to massive redistribution of wealth
between East and West Germany, since approx. 80% of the
assets of the GDR-companies were sold to West Germans
by the Treuhand institution. On the other side only 6% of the
former GDR-assets were owned by East Germans in 1994
(Bundeszentrale fiir politische Bildung (Federal Agency for
Civic Education) 2015).

It has been claimed that relative income is a stronger indi-
cator of life satisfaction than absolute income (D’Ambrosio
et al. 2020; Keuschnigg and Wolbring 2012). Keuschnigg
and Wolbring (2012) state that status signaling plays an
important role when it comes to the effect of relative income
on life satisfaction; thus, face-to-face interaction is crucial.
Presuming that the same effect can be expected for relative
wealth, future research could focus on smaller units than
East and West Germany, but still implement the regional
difference by multilevel analyses.

The results of the regression analyses show that the differ-
ence of wealth, the difference of income and the higher rate
of unemployment are factors contributing to the “happiness
gap” between East and West Germany. Yet, even control-
ling for these factors, people in East Germany still show a
significantly smaller level of life satisfaction. This draws the
conclusion that there are other factors contributing to the
“happiness gap” that have not been part of our research. One
factor could be that significantly more East Germans hold a
tertiary educational degree than West Germans, while at the
same time they earn significantly less and have significantly
less wealth. Therefore, people in East Germany may experi-
ence a higher level of status inconsistency, resulting in nega-
tive consequences for their mental wellbeing (Milner et al.
2017; Zhang 2008). Another interesting question regarding
wealth and life satisfaction is if and how the different wealth
assets contribute to life satisfaction. For example, it seems
plausible that homeownership plays a bigger role in estimat-
ing life satisfaction than having a lot of money on the bank
account, as the former may offer a higher level of security.

According to our results, the wealth gap between East and
West Germans continues to increase on a significant scale.
Therefore, the negative impact of the wealth difference on
life satisfaction will probably continue to increase as well
if no measures are taken to counteract these developments.

In the case of Germany, the connection between wealth
and life satisfaction is especially relevant because of the
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history of division into two different states. Due to its
socialist history and the implications certain policies dur-
ing that time had on acquiring wealth, East Germany has
fallen far behind West Germany. This wealth gap is contin-
uing to grow with real consequences for the subjective and
mental well-being of the people in East Germany. These
findings are also relevant for other countries with large
wealth gaps in their society like the USA, with its wealth
gap between groups of different ethnical backgrounds.
These findings encourage the public and policy makers to
pay more attention to the psychological consequences of
wealth inequality.

Limitations

The Corona pandemic changed the distribution of wealth on
a large scale (Capgemini 2021). Since our most recent data
is from the year 2017, the impact of the Corona pandemic on
wealth distribution could not be considered in our analyses.
Following the worldwide observations that the Corona pan-
demic exacerbated the wealth inequality between wealthy
and non-wealthy individuals (Capgemini 2021), it seems
likely that it accelerated the growth of wealth inequality
between East and West Germans as well. Another limitation
is that wealth was measured on an individual level without
controlling for household wealth. This has the shortcoming
that people living in a wealthy household but reporting little
individual wealth do benefit from a wealthy environment but
are treated as low-wealth individuals. Therefore, the impact
of wealth on life satisfaction may be underestimated.

Even though the GSOEP explicitly tries to include the
wealthiest people of the distribution by the “high-income
sub-sample”, there is still an under-coverage of the highly
wealthy people, like the top 0.5% in the GSOEP-sample. The
under-coverage of this group may also lead to an underesti-
mation of the real level of net worth in Germany and its role
regarding life satisfaction.

Furthermore, the representativeness of the sample is lim-
ited since there are panel attrition effects, as higher edu-
cated people, women, older people and West Germans are
more likely to continue to participate in longitudinal surveys
(Siegers et al. 2020).

There are also several shortcomings regarding the reli-
ability of some questions. First, the subjective health status
was measured by a single item only, which makes it ques-
tionable if one question is suitable to cover the status of
health appropriately. Second, all results of wealth are based
on self-disclosure only. Apart from a possible social desir-
ability bias, this might distort the results since it is difficult
to estimate the real market value of assets. This may lead to
an under- or overestimation of real values and people who
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are more familiar with financial matters may be more accu-
rate in their estimations.
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