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Matthias Keese1

Who Feels Constrained by High Debt Burdens? – 
Subjective vs. Objective Measures of Household 
Indebtedness

Abstract
TThis paper analyzes diff erences in self-assessed debt burdens of German house-
holds confronted with an objective debt burden. Using data from the German Socio-
Economic Panel, my econometric analysis shows that a household’s subjective debt 
burden is not only infl uenced by the current constellation of income, debt service and, 
possibly, the potential subsistence level, but also by expectations of the personal and 
overall socio-economic environment in the future (especially unemployment), as well 
as by further undetermined (and possibly non-fi nancial) factors. Confronted with a 
certain ratio of consumer debt repayments and income, women perceive signifi cantly 
higher subjective debt burdens. Unemployment is associated with drastically higher 
self-assessed debt burdens even when controlling for the overall fi nancial situation 
of the household. Furthermore, some discrepancies between East and West Germans 
are detectable. Only some diff erences in the subjective perception of objective debt 
burdens can be explained with personal traits (such as risk attitudes) and life satisfac-
tion. I draw the following conclusions: First, self-assessed debt burdens contain infor-
mation beyond the current economic situation, e.g., expectations on future incomes. 
Second, relying on subjective debt statements may lead to biased results for policy 
analysis if the researcher does not account for non-fi nancial factors.

JEL Classifi cation: D12, D14, J16

Keywords: Household debt; subjective, objective measures; risk aversion; gender dif-
ferences
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