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Abstract: Using French data collected in 2007 from a sample of about 2,000 elderly people living in
nursing homes, this paper investigates the role that individual characteristics play in satisfaction with
life and depression. Following psychological studies that have highlighted the benefits of social
interactions on individual well-being, | focus in particular on the role played by making friends in the
nursing home. Results from random effect ordered Probit models show that both satisfaction with
living conditions and feeling of depression are much more influenced by making friends in the
institution than by visits from family and relatives or other individual background characteristics.
These findings may be interpreted as evidence of a relational return to friendship within nursing
homes.
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I. Introduction

The rapidly ageing worldwide population is creating a number of challenges for both
developed and developing countries. According to the World Health Organization, this includes
among others strains on social security systems and pensions, increasing demand for health care and
rising needs for long-term care programs. Over the last few years, a number of studies have been
conducted to identify factors associated to entry and living in institutions.

Entry into a nursing home strongly increases with age, especially among the oldest elderly.
Women, married and healthy people are less likely to be institutionalized (Ness et al., 2004, Sarma
and Simpson, 2007)'. Publicly provided home care and access to informal care affect living
arrangement decisions. For instance, elderly with a greater number of living children enter a nursing
homeless often (Jette et al., 1995). Significant differences have been reported between nursing home
and community-residing elderly people, for instance in mortality risk (Van Dijk et al., 2005), health
status (Asakawa et al., 2009), quality of life and well-being (McAuley et al., 2000, Gueldner et al.,
2001, Borowiak and Kostka, 2004, Borg et al., 2006, Onishi et al., 2010).

With the increasing number of individuals in long-term care, a challenging policy objective
consists of effectively managing elderly people’s quality of life. Understanding factors associated with
quality of life and life satisfaction of the institutionalized elderly is hence an important issue that has
notably been under-investigated so far. Nowadays, nursing homes not only concentrate on
prevention and treatment of chronic diseases and illnesses affecting the elderly, they also take into
consideration the quality of life and life satisfaction of their own residents.

The specific purpose of my contribution is to examine the role of individual characteristics
that contribute to life satisfaction and depression in nursing homes. My empirical analysis draws on
data collected in France as this country is likely to experience one of the strongest increases in its
retirement home population (Jacobzone et al., 2001). The situation of residents in retirement homes
in France and especially their life satisfaction is poorly documented, which may be explained by the
exclusion of institutionalized elderly from standard household surveys®. | focus in particular on the
role played by social relationships and more precisely friends in the nursing home.

Several psychological studies have highlighted the benefits of social interactions on individual
well-being, a mechanism called social resources by Musick and Wilson (2003). Following Baumeister
and Leary (1995, p. 497), "human beings have a pervasive drive to form and maintain at least a
minimum quantity of lasting, positive and significant interpersonal relationships". Social support has

beneficial effects on a large set of physical health outcomes (Uchino et al., 1996), while social

! See Miller and Weissert (2000) for an overview of the predictors of institutionalization.
% In 1998, about 480,000 people over 60 were in retirement homes or long-term care facilities and most residents were
satisfied with their accommodation (Dufour-Kippelen and Mesrine, 2003).



isolation is depressing (Mirowsky and Ross, 1989). The reduction in social contact has been proved an
important predictor of cognitive decline (Penninx, 1997).

A few economists have also argued that interpersonal contact matters in its own right (Kolm,
2000, Gui, 2000). This refers to the concept of relational goods, which may be seen as intangible
outputs produced through interactions (Uhlaner, 1989). Both in France and in ltaly, Prouteau and
Wolff (2004) and Degli Antoni (2009) find that people volunteer in order to increase their social
network, especially for intrinsically motivated volunteers. Using data from Germany, Becchetti et al.
(2008) show that activities producing relational goods have significant and positive effects on self-
assessed life satisfaction. The effect of sociability on happiness tends to be stronger for women,
older and less educated people.

In what follows, | hypothesize that the benefits of social interactions that people have with
others and especially with friends should be large among institutionalized elderly. To assess the
causal benefit of making friends in the institution, | consider a French survey conducted in 2007 on a
sample of about 2,000 elderly people living in retirement homes or long-term care units. For each
respondent, the questionnaire includes ordered indicators on the well-being in the institution and on
the feeling of sadness or depression. It also indicates whether the respondent has made any friends
in the institution. As the data includes several residents per nursing home, | estimate random effect
ordered Probit models to study the role of individual characteristics on well-being.

My main results are that both satisfaction with living conditions and feelings of sadness or
depression are much more influenced by making friends in the institution than by visits from family
and relatives. This pattern is robust to problems of measurement error, unobserved heterogeneity
and simultaneity. The remainder of my paper is organized as follows. In Section 2, | describe the data
and living conditions of elderly people living in institutions in France. Section 3 investigates the
determinants of subjective well-being among elderly residents and provides several robustness

checks related to endogeneity issues. Section 4 concludes.

Il. Data and descriptive statistics
I.1. The SAEP survey

| study the well-being of elderly people living in institutions using a survey conducted in
France by the Direction of Research, Studies, Evaluation and Statistics (DRESS) in 2007. This survey
entitled "Residents in Sheltered Accommodation for Elderly People" (SAEP hereafter) concerns a
representative sample of respondents living either in traditional retirement homes, in retirement
homes for dependent elderly people, in sheltered accommodation or in long-term care units. Its

main purpose was to describe both the entry and the current living conditions of residents in SAEP



and to assess the quality of their care in these institutions. The sample of the SAEP survey was
constructed in the following way.

First, information was collected from 433 institutions about their own residents. For each
institution, a random sample of eight residents was selected to take part in the SAEP survey. Both
institution heads and nursing staff had to assess whether these residents were able or not to answer
the questionnaire by themselves. The staff had also to give the address and details of a person close
to the resident, defined as "someone who knows the resident well, has good relations with him/her
and visits him/her regularly". Among the 3,464 potential residents, 1,802 were directly interviewed
and 2,066 proxy respondents were interviewed, either in place of or in addition to the resident. The
SAEP survey comprises 2,742 observations, with 1,126 questionnaires in duplicate (completed by
both the resident and the proxy respondent).

| rely on the following ordered indicators to study the well-being of elderly people living in a
care-giving institution. The first question is about current living conditions: "how is your life in this
institution?". Possible answers are "very bad", "rather bad", "rather good", "very good". | also know
how the resident felt about his/her first moments spent in the institution, with the same set of
outcomes ranging from "very bad" to "very good". The second question is about sadness and
depression: "do you feel sad, distressed or depressed?". Possible answers are "always", "often",
"sometimes", "never". In both cases, similar questions were asked to the proxy respondent on behalf
of the resident.

| considered the following individual characteristics to explain the well-being indicators:
gender, age, born in France, marital status, number of children, last occupation if any (a proxy for
socio-economic status), and health which is expected to have a strong influence on living conditions
during old age. As self-assessed measures of health are likely to be contaminated by subjectivity bias,
| consider a more objective indicator describing the state of dependency of each resident. The Iso-
Resources Group (IRG) outcome is assessed by a medico-social team and relies on a set of
discriminatory factors regarding the loss of physical and psychological independence like orientation
or coherence. Each resident is classified into one of six groups depending on loss of independence’.

As | am interested in the role of social relationships on well-being, | constructed a dummy
variable which is equal to one when the respondent has made friends with the other residents and
zero otherwise. This information is provided both by residents who were directly interviewed and by

proxy respondents when residents were not in a position to fill in the questionnaire by themselves.

3 Group 1 corresponds to people who are bed-ridden or chair-ridden and have lost their mental and physical independence.
Group 2 includes people who are bed-ridden or chair-ridden and require assistance with daily activities, but whose mental
capacity is not completely affected. It also comprises people who are able-bodied, but whose mental capacity is affected.
People in group 3 are mentally autonomous, but require assistance with their physical autonomy, daily and several times
per day. People in group 4 can move inside the accommodation after rising, but need help washing and dressing
themselves. Finally, people from group 5 and 6 are respectively very slightly and not at all dependent.



Another question is about whether the resident receives visits from relatives, but this question was
not asked to proxy respondents®. | again constructed a dummy variable when the respondent
reported such visits. Residents further indicated whether the frequency of these visits was right for
them or whether they would have appreciated receiving more visits from relatives. In what follows, |
will study the effect of these social relationships on the well-being of residents.

| restricted the sample in the following way. | deleted respondents younger than 60 years
(N=42) and observations with unknown IRG score (N=119). | also excluded residents or proxy
respondents who did not provide information on living conditions and depression (N=338). This left
me with a sample of 2,243 residents belonging to 418 SAEP. The mean number of residents with

complete questionnaire data is 5.4 per SAEP.

11.2. Living conditions in French institutions

According to the SAEP survey, elderly people in French institutions were on average satisfied
or very satisfied with their current living conditions. One-half of them claimed that they lived rather
well and 36.3% that they lived very well. The proportion of unsatisfied residents is 13.3%, a very
small proportion (2.5%) living very badly in their institution. The same pattern is found for the
sadness/depression indicator. About one-quarter of residents always (6.1%) or often (19.2%) felt sad,
distressed or depressed, while 28.4% did not have such feelings. | found that about 70% of
respondents both lived well or very well and were sometimes or never sad/depressed.

It is interesting to compare the well-being of nursing home people to the general population.
Drawing on the Eurobarometer surveys, Afsa and Marcus (2008) show that the proportion of
respondents being either very or rather satisfied with their life (whatever their age) was between
70% and 80% from 1975 to 2000 in France. | find a slightly higher proportion of residents living well
in nursing home (around 85%), but satisfaction with living conditions and satisfaction with life
satisfaction may sound like different concepts for residents. When taking age into account, Afsa and
Marcus (2008) show that life satisfaction strongly reduces after 68 years old. Using data collected in
2010, Godefroy (2011) finds a very similar pattern. In particular, people aged above 80 years old have
much lower levels of satisfaction on average.

In Figure 1, | present the pattern of both living conditions when entering the nursing home
and current living conditions. Residents are on average more satisfied now with their living
conditions than during the first moments after their admission to a home. There are many more
residents living very well now than after entry (36.3% compared to 25.9%). When crossing both

measures, simple calculations show that life satisfaction remains unchanged for 58.4% of residents,

4 By definition, proxy respondents are relatives of the non-interviewed resident. 95% of them are members of the family
and 69% are children of the residents.



while it improves more frequently than it worsens (respectively 31.4% and 10.2%). Several
explanations may come to mind to explain this pattern.
Insert Figure 1

As age increases, being placed in a nursing home is a hard decision to take as nursing homes
are often seen as being the stopover point prior to death. Elderly people could thus be apprehensive
especially if they have the feeling they are losing part of their independence by leaving their own
home. At the same time, people are often placed in nursing homes when their ageing process is
affected by several illnesses and medical conditions. Due to this selection effect, their well-being is
likely to improve once they are receiving the quality of care they deserve. After a while, living in a
nursing home may also offer new perspectives for residents. Many nursing home facilities offer
residents a full range of activities and elderly people could be happy to be involved in these activities.
In particular, this may offer opportunities to make friends in the home.

| describe the relationship between subjective well-being and making friends in Figure 2. The
SAEP data shows a positive correlation between having made friends in the institution and well-
being. The proportion of respondents claiming that they live very well in their nursing home is 42.1%
when residents have made friends, but only 20.9% otherwise. Residents are much more likely to live
badly or very badly when they have no friends, 23.7% instead of 9.5%. The same pattern is found for
sadness/depression. The gap between residents with and without friends remains large, 30.1%
compared to 20.4%. Interestingly, the influence of friends on well-being seems much larger than that
of visits from family. On the basis of statements from directly interviewed residents, | find that the
proportion of residents living very well is only six points higher among those receiving visits from
family members (37.4% instead of 31%). Besides, the proportion of residents being always or often
sad or distressed is nearly the same with or without family visits.

Insert Figure 2

The positive correlation between making friends and subjective well-being supports several
interpretations. On the one hand, there may be a relational return to friendship, so that residents
would themselves feel better when they have friends to share all of life's ups and downs. On the
other hand, the positive correlation may be due to heterogeneity in individual characteristics. If there
are factors that influence both the determinants of living conditions and having friends, then the
positive relation between these outcomes could be spurious. For instance, residents in better health
should on average live better than those in poor health. At the same time, they are certainly more
likely to make friends by taking part in guided activities offered in the nursing home.

A description of the sample shows the need to account for heterogeneity when explaining
subjective well-being among elderly nursing home residents. According to Table 1, residents living

well or very well are slightly older. They are on average in better health and are over-represented in



sheltered accommodation. Residents who are sometimes or never concerned by sadness or
depression are more often women or single. They have lower IRG scores than depressed residents,
while the type of SAEP plays no role. It is hence important to account for individual characteristics
when explaining subjective well-being of elderly people living in nursing homes.

Insert Table 1

lll. The determinants of subjective well-being among elderly residents
II.1. Econometric specification

| rely on an econometric analysis to study the relationship between well-being and making
friends. Two sets of factors are expected to influence living conditions of nursing home resident
elderly: individual characteristics and the specific features of the nursing home. In what follows, |
draw on panel data techniques to account for both unobserved and observed characteristics of
institutions. | simply exploit the fact that the SAEP survey includes data on several residents per
nursing home.

For the presentation, let W¥ be an indicator of well-being, respectively living conditions
(k = LC) and sadness/depression (k = SD), such that WL¢ = 1 when the resident lives "very badly",
WL =2 when "badly", W€ = 3 when "well", and W€ = 4 when "very well". Similarly, WSP
ranges from 1 when the resident is always sad/depressed to 4 when this is never the case. Let Wk*
be two latent variables associated to these subjective indicators (k = LC,SD). | assume that
Wk < u¥ when Wk =1, uf < w* < pu% when Wk =2, uk <w* < % when W* =3, and
u% < Wk* when W* = 4.1 consider a linear expression for the latent outcome:

Wi = X + 0F); + &) + g (1)
where j and i as subscripts refer respectively to the nursing home and to the resident, X is a set of
individual characteristics, F is a dummy indicating whether the resident has made friends in the
institution, B and 6 are parameters to estimate, and § and & are error terms. In (1), §; is an
unobserved nursing home effect. It will, for instance, pick up the various facilities at the disposal of
residents inside the institution, adequateness of the staff including size of the nursing staff, presence
of a dietician, occupational therapist or recreational advisor, activities the facility encourages the
residents to be part of, the possibility of having safe and comfortable rooms, the fact that residents
may be allowed to move in furniture items from their own home, the type of food served, etc.

| suppose that §;~N(0; ag) and €;~N(0;1). Under the assumption that the individual
characteristics are uncorrelated with the nursing home effects, (1) defines a random effect ordered

Probit model. This implies that the different threshold levels u* have to be estimated jointly with the



parameters of interest § and 6. Since the likelihood function involves multivariate normal integrals,

the ordered Probit model is estimated using quadrature techniques (Butler and Moffit, 1982).

Ill.2. Random effect estimates of subjective well-being

Table 2 presents the random effect ordered estimates respectively for living conditions (part
A) and sadness/depression (part B), higher scores being associated with higher subjective well-
being’. Let me first consider living conditions. According to the estimates, it appears somewhat
difficult to explain whether residents live well or badly in their current location on the basis of their
individual characteristics. Gender, age, place of birth and number of children do not matter (column
1A). Single residents live slightly better, but the relationship is hardly significant. The most influential
predictor of living conditions is the IRG score. Not surprisingly, those who are in better health claim
that they live better on average.

Insert Table 2 here

Residents living in sheltered accommodation are also better off, which could be evidence of
some selection effect. Less well off elderly people are more likely to be placed in retirement homes
or in long term care units, while sheltered accommodation is more designed to be an intermediate
step between the resident's original home and a traditional retirement home. It will appeal to old
people who are able-bodied, but are no longer able to (or do not want to) live by themselves. Finally,
answers about living conditions are not different when being provided by the residents themselves
or by proxy respondents.

In column (2A), | introduce the presence of friends in the different environments. | find a
large positive correlation between having friends and living conditions. Doing as if the dependent
variable were continuous, random effect least square estimates indicate that living conditions
improve by 33.4% when residents have made friends in their new place of residence. This is simply
the most influential covariate when explaining living conditions, far beyond the other explanatory
variables. For the sake of comparison, | investigate the role of visits from family members and
relatives. As, by definition, such visits exist in the case of proxy respondents, | only consider the
subsample of residents answering the questionnaire by themselves.

Receiving visits from family and relatives also significantly improves well-being (column 3A).

However, the coefficient associated to having friends is much higher than that of the family and

> In both cases, there is little variation in the mean level of well-being of residents between the various nursing homes. The
ratio p = g /(1 + o) ranges from 0.02 to 0.11, meaning that the within unexplained variance ¢ is much lower than 1.
There are hence large unexplained variations in subjective well-being between residents living in a given nursing home in
France.



relatives®. Results from random effect linear models show that the marginal effect of family visits
(11.3%) is more than three times lower than that of having friends. Residents further indicate
whether they are satisfied or not with the frequency of visits from family or relatives. | find that
residents claim living better only when they are satisfied with the frequency of family visits. When
they are not satisfied, their level of well-being tends to be slightly lower (column 4A).

| then investigate sadness and depression determinants (part B, Table 2). On average, women
are more often sad or depressed than men (column 1B). Older, single and divorced residents are less
subject to sadness/depression, while having children has no influence. Those being in better physical
health (measured by the IRG score) are also less affected by mental difficulties. Contrary to what was
observed for living conditions, there is no difference in mental health by type of institutions while the
presence of proxy respondents is now significant. Proxy respondents are less optimistic about the
well-being of the residents as they assess the latter as more often distressed or depressed.

| add in column (2B) the dummy variable associated to friends. As observed for living
conditions, having friends within the nursing home significantly improves the feeling of not being sad
or depressed. Estimates from a random effect linear model suggest that not having friends increases
the propensity for feeling sad or depressed by about 20%. At first viewing, sadness and depression
are not affected by visits received by family and relatives among self-interviewed residents (column
3B). Nevertheless, a more accurate look at the data shows that there is a significant relationship
between these visits and sadness/depression only when residents are satisfied with the frequency of
visits. When they are not satisfied, residents feel sad or depressed more often, which could be due to

the frustration of not having enough contact with family and relatives.

1ll.3. Endogeneity issues

The ordered estimates suggest that having friends in the nursing home has a beneficial effect
on the subjective well-being of institutionalized elderly. With respect to the previous regressions, a
question worth is to know whether the dummy variable associated to friends can really be treated as
exogenous. Endogeneity may be due to one of the following reasons: measurement errors,
unobserved heterogeneity and simultaneity.

Let me first focus on measurement errors. The main difficulty lies with the presence of proxy
respondents, as the latter may have a less accurate perception of the resident's situation. Spending a
long time in the institution is needed for proxy respondents to know whether residents have made
friends or not, but a correct assessment of their living conditions may still be uneasy without sharing

their daily activities or meals. Interestingly, the SAEP data shed light on the divergence in answers

® A Wald test indicates that the two coefficients are significantly different. | obtain a value of 86.6 for the corresponding
statistic, with 1 degree of freedom.



that may occur because of proxy respondents. By definition, | have questionnaires completed by
both the resident and a proxy respondent in 1,039 cases. When comparing their answers, | observe
substantial differences for several outcomes.

Among directly interviewed residents, 78.7% of them report having friends in the home. This
proportion is more than four percent higher (83.1%) according to proxy respondents. However, the
corresponding crossed table shows that the proportion of concordant answers is around 76%. So,
measurement errors occur in about one case over four when drawing on information provided by
proxy respondents instead of answers from residents themselves. The situation is even worse for the
indicator of living conditions since only 53.4% of answers are similar. Nevertheless, differences
remain tenuous as they essentially concern whether residents live well or very well’.

A solution to the problem set by measurement errors consists in excluding the cases with
proxy respondents, which is done in columns (1A), (2A), (1B) and (2B) of Table 2. In these random
effect regressions, | obtain a large marginal effect of friends on well-being. At the same time, this
leads to sample selection since residents in poor or very poor health are less likely to be interviewed.
Estimates in columns (3A) and (3B) have then to be seen as upper bounds since they will pick up the
returns of making friends among the healthiest nursing home residents. To further highlight this
result, | introduce an additional crossed term in (2A) and (2B) which is equal to one when the
resident has friends and answers are provided by proxy respondents. In both cases, | find significant
values for the crossed term (at 10% for sadness/depression), meaning that the marginal effect of
making friends is lower when the resident is unable to answer to the questionnaire by
himself/herself®.

The second concern is about omitted variables. Although the random effect regressions
account for unobserved heterogeneity, these specifications may lead to biased estimates if the
institution effects are correlated with the explanatory variables. This could occur for instance if
residents locate in specific institutions depending on their health status. | have thus also considered a
fixed effect framework, drawing on the conditional estimator proposed in Das and Van Soest (1999)°.
These estimates, not reported, show that my previous findings remain valid with the fixed effect
specification.

| find that within nursing homes, residents having made friends live much better on average.

After excluding proxy respondents, living conditions are positively correlated with visits from family

7 16.8% of residents claim that they live very well while proxy respondents believe they live well. In the same way, 13.1% of
residents claim to live well when proxy respondents think they live very well.

® These additional results are available upon request. For living conditions, the coefficient associated to the crossed term is
equal to -0.284 (t=-2.44) while the coefficient associated to having friends is 0.631.

°In a first step, | estimate a set of fixed effect Logit models by grouping together adjacent outcomes related respectively to
living conditions or sadness/depression. Then, | rely on a classical minimum distance estimator. Results from the ordered
fixed effect regressions are available upon request.
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and relatives, but the corresponding marginal effect is twice as low as that of friends. Making friends
also reduces the feeling of being sad or depressed. Further, | find that answers from proxy
respondents strongly reduce the propensity of not being sad or depressed. This is evidence that
proxy respondents tend to have a more pessimistic view on the psychological difficulties of residents
than the latter have.

The last issue that could lead to endogeneity bias is simultaneity. In particular, reverse
causality could explain the positive correlation between making friends and current living conditions
if elderly people living well make friends more easily. Residents smiling and feeling happy when
entering the nursing home will certainly be perceived as more attractive by other residents, which
would increase the likelihood of establishing friendly relationships. The survey allows me to further
study the relevance of these two competing interpretations, i.e. having friends increases the
subjective well-being of residents versus residents living better make friends more easily.

In the SAEP survey, residents are asked about their living conditions just after entering the
institution. This initial state is unlikely to be contaminated by the impact of making friends in the
nursing home. As a consequence, | account for the fact that more well-off elderly people could make
friends more easily by adding their initial state of living conditions into the regression. | first re-
estimate the random effect ordered Probit regression on the subsample of 2,176 residents with
information on both current and initial living conditions. | find a coefficient equal to 0.550 (t=9.52)
for the friends dummy, which is very close to the estimate reported in column (2A) of Table 2. Then, |
add initial living conditions in the regression. These estimates, available upon request, leads to the
two following results.

First, | find that assessment about living conditions when entering the nursing home strongly
influences current living conditions (state dependence). Secondly, | get a slightly lower coefficient for
the friends dummy (0.439 instead of 0.550), but the covariate remains highly significant (t=7.35).
From random effect linear estimates, this would correspond to a fall of 28.5% in the return of having
friends on current living conditions (from 34.7% to 24.8%). The fall is even slightly higher (31.1%)
when excluding proxy respondents from the sample. Having friends in the institution increases the
indicator of living conditions when initial living conditions are taken into account by 27.2% (instead of
39.5% without initial living conditions). These results suggest that residents living better when
entering the nursing home make friends more easily after a while.

However, the positive effect of making friends still remains. | further investigate the
dynamics in living conditions by estimating the difference between current and initial living
conditions as a function of individual characteristics and having friends. If my interpretation in terms
of social relationships is correct, then | should observe that having made friends during the stay in

nursing home has, on average, improved living conditions among residents. As there are very few
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extreme values, | recode the dependent variable defined as the difference between initial current
and living conditions so that it ranges from -2 to 2™°.

Residents with a positive value (31.4%) live better in the nursing home now than just after
their entry. Since the dependent variable is ordered, | again turn to ordered Probit models and
account for unobserved heterogeneity at the institution level using random effect models'’. Given
my previous results, | rely on a small number of covariates and consider the following covariates:
gender, age, IRG score, years in the retirement home, questionnaire completed by a proxy
respondent and making friends.

As shown in Table 3, | find that years spent in the retirement home are negatively related to
changes in well-being, while other individual characteristics do not matter. Residents who have made
friends in the nursing home report more often improved living conditions according to the random
effect estimates (column 1). Excluding proxy respondents from the sample does not affect this
conclusion (column 2), making friends remaining significant at the five percent level.

Insert Table 3

IV. Conclusion

According to demographic projections, the number of elderly people living in retirement or
nursing homes should strongly increase in many developed countries over the coming years. While
this phenomenon will put a strong pressure on the number of places available in nursing homes,
another issue that deserves researchers’ attention is the quality of life and well-being of
institutionalized elderly as it has an impact on both their physical and mental health. In this paper, |
have used recently collected data from France to investigate the factors influencing life satisfaction
and depression of elderly people living in retirement homes or long-term care units.

Following psychological studies that have highlighted the benefits of social interactions on
individual well-being, | have put emphasis on the role played by making friends in nursing home. My
main results are that both satisfaction with living conditions and feelings of sadness or depression
are much more influenced by making friends in the institution than by visits from family and relatives
or by any other individual background characteristics. These findings, which are robust to problems
of measurement errors, unobserved heterogeneity and simultaneity, may be interpreted as evidence
of a relational return to friendship within nursing homes.

From a public policy viewpoint, my results suggest that the quality of life of retirement or

nursing home residents could be improved using simple solutions. For instance, promoting very

10 According to the data, six residents are characterized by a difference of -3 and 16 by a difference of 3. The proportion of
residents with a difference of -2 is 2.2%, 10.2% for -1, 58.4% for 0, 25.6% for 1 and 5.8% for 2.

| have also estimated fixed effect regressions. These estimates (available upon request) show that making friends in the
institution improves assessment on living conditions only among residents who were directly interviewed.
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regularly social or recreational activities that allow frequent meetings and interactions between
residents, including those recently entered into the nursing home, is likely to enhance interpersonal
relationships and friendship without requiring too many additional expenditures from the nursing
staff. These are undoubtedly opportunities of interest in a context where developed countries have
to deal with the challenging burden of increasing spending on long term care due to the ageing of

their populations.
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Table 1. Description of the sample

Variables Living conditions Sadness/depression All
Very bad Well or very Always Sometimes or
or Bad well or often never
Female 0.773 0.762 0.819 0.768 0.763
Age 84.569 85.231 84.843 85.467 85.143
Born in France 0.910 0.918 0.901 0.921 0.917
Marital status Single 0.127 0.166 0.114 0.150 0.160
Married - with spouse 0.054 0.059 0.053 0.064 0.058
Married - spouse outside 0.040 0.044 0.044 0.050 0.044
Widowed 0.702 0.676 0.739 0.688 0.679
Divorced 0.077 0.055 0.049 0.047 0.058
Number of children 2.204 1914 2.083 1.982 1.952
IRG Levell 0.090 0.070 0.077 0.079 0.073
Level2 0.311 0.229 0.290 0.272 0.240
Level3 0.177 0.140 0.174 0.154 0.145
Level 4 0.177 0.240 0.236 0.231 0.231
Level 5 0.124 0.128 0.102 0.123 0.127
Level 6 0.120 0.193 0.120 0.141 0.183
SAEP Retirement home 0.773 0.701 0.727 0.741 0.711
Long term care units 0.090 0.079 0.097 0.095 0.081
Sheltered accommodation 0.137 0.220 0.176 0.164 0.209
Number of observations 299 1944 568 1372 2243

Source: 2007 SAEP survey.



Table 2. Random effects ordered Probit estimates of subjective well-being
A. Living conditions

16

Variables (1A) All (2A) All (3A) Proxy (4A) Proxy
respondents respondents respondents respondents
excluded excluded
Coef t-value  coef t-value  coef t-value  coef t-value
Female 0.045  (0.67) 0.039  (0.58)  -0.055 (-0.69) -0.038 (-0.47)
Age 0.003  (0.76) 0.003  (0.81) 0.005  (1.24)  0.004  (0.91)
Born in France -0.118  (-1.30) -0.111  (-1.23)  -0.275 (-2.28) -0.239"  (-1.98)
Marital status Single 0.138" (1.67) 0.130 (1.58) 0.097 (0.99) 0.132 (1.35)
(ref : Widowed)  Married - with spouse -0.104 (-0.95) -0.073 (-0.67) -0.114 (-0.88) -0.114 (-0.88)
Married - spouse outside 0.023 (0.18) 0.041 (0.32) 0.002 (0.01) -0.003 (-0.02)
Divorced 0070  (0.62) 0.053  (0.47) 0140  (1.04) 0152  (1.13)
Number of children -0.018 (-1.23) -0.018 (-1.22) -0.025 (-1.41) -0.025 (-1.39)
IRG score 0072”7 (3.60) 0056 (2.79) 0.087 (3.64) 0075 (3.14)
SAEP Long term care units -0.090 (-0.87) -0.052 (-0.52) -0.096 (-0.66) -0.109 (-0.75)
(ref : Retir. home) Sheltered accommodation 0343 (4.43) 0322”7 (426) 027777 (3.03) 02597 (2.85)
Proxy respondents -0.093 (-1.47) -0.042 (-0.67)
Friends in the nursing home 05327 (9.40) 06397 (8.75) 0633 (8.67)
Visited by family/relatives 0208 (2.17)  -0.148  (-1.30)
Satisfied with frequency of visits from family/relatives 0.470"" (5.81)
D 0.080 0.066 0.119 0.114
Number of observations 2243 2243 1627 1627
Number of institutions 418 418 400 400
Log likelihood -2283.9 -2239.7 -1156.6 -1539.7
B. Sadness/depression
Variables (1B) All (2B) All (3B) Proxy (4B) Proxy
respondents respondents respondents respondents
excluded excluded
coef t-value  coef t-value  coef t-value  coef t-value
Female 022977 (-356) -0.234"" (-3.63) -0.269 (-3.63) -0.256  (-3.46)
Age 0012 (3.74) 001277 (3790 0.0117 (2.73) 00097 (2.37)
Born in France 0.115  (1.34) 0.123  (1.44) 0053  (0.49) 0.088  (0.81)
Marital status Single 0285 (3.63) 0282 (358 02737 (3.000 0307 (3.38)
(ref : Widowed)  Married - with spouse 0.075 (0.72) 0.092 (0.87) 0.084 (0.69) 0.089 (0.74)
Married - spouse outside 0.156 (1.28) 0.166 (1.36) 0.179 (1.12) 0.175 (1.10)
Divorced 0283 (2.63) 0276  (2.56) 0354 (2.82) 0370 (2.95)
Number of children -0.013  (-0.87) -0.013 (-0.87) -0.018 (-1.08) -0.017  (-1.01)
IRG score 0.0477  (2.45) 0038 (1.97) 0068 (3.11) 0057 (2.58)
SAEP Long term care units -0.107 (-1.13) -0.088 (-0.94) -0.035 (-0.28) -0.044 (-0.36)
(ref : Retir. home) Sheltered accommodation 0.122 (1.77) 0.110 (1.61) 0.089 (1.18) 0.069 (0.94)
Proxy respondents 0245 (-4.04) -0.220"" (-3.61)
Friends in the nursing home 0268 (4.95) 0311 (462) 0302 (4.50)
Visited by family/relatives 0.142 (1.60) -0.202" (-1.91)
Satisfied with frequency of visits from family/relatives 0.450"" (5.99)
D 0.043 0.039 0.031 0.022
Number of observations 2243 2243 1627 1627
Number of institutions 418 418 400 400
Log likelihood -2632.6 -2620.4 -1871.4 -1853.5

Source: 2007 SAEP survey.
Note: estimates from random effect ordered Probit models. Absolute values of t statistics are in brackets, significance levels being
equalto1%( ),5% ( )and 10% ( ). Each regression also includes a set of six occupational dummies.
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Table 3. Random effect ordered Probit estimates of changes in living conditions

Variables (1) All respondents (2) Proxy respondents excluded
coef t-test coef t-test

Female 0.035 (0.59) 0.055 (0.80)

Age -0.005 (-1.57) -0.003 (-0.82)

Years in retirement home -0.015 (-3.18) 0.015 (-2.80)

IRG score -0.004 (-0.24) 0.009 (0.41)

Proxy respondents -0.051 (-0.80)

Friends in the nursing home 0.130 (2.30) 0.164 (2.30)

D 0.077 0.098

Number of observations 2176 1596

Number of institutions 418 400

Log likelihood -2406.9 -1645.3

Source: 2007 SAEP survey.

Note: estimates from random effect ordered Probit models. Absolute values of t statistics are in brackets, significance levels

being equal to 1% (***), 5% (**) and 10% (*).



Figure 1.Initial and current living conditions of respondents
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Figure 2. Subjective well-being of respondents and friends
A. Living conditions
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Abstract: Using French data collected in 2007 from a sample of about 2,000 elderly people living in
nursing homes, this paper investigates the role that individual characteristics play in satisfaction with
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I. Introduction

The rapidly ageing worldwide population is creating a number of challenges for both
developed and developing countries. According to the World Health Organization, this includes
among others strains on social security systems and pensions, increasing demand for health care and
rising needs for long-term care programs. Over the last few years, a number of studies have been
conducted to identify factors associated to entry and living in institutions.

Entry into a nursing home strongly increases with age, especially among the oldest elderly.
Women, married and healthy people are less likely to be institutionalized (Ness et al., 2004, Sarma
and Simpson, 2007)'. Publicly provided home care and access to informal care affect living
arrangement decisions. For instance, elderly with a greater number of living children enter a nursing
homeless often (Jette et al., 1995). Significant differences have been reported between nursing home
and community-residing elderly people, for instance in mortality risk (Van Dijk et al., 2005), health
status (Asakawa et al., 2009), quality of life and well-being (McAuley et al., 2000, Gueldner et al.,
2001, Borowiak and Kostka, 2004, Borg et al., 2006, Onishi et al., 2010).

With the increasing number of individuals in long-term care, a challenging policy objective
consists of effectively managing elderly people’s quality of life. Understanding factors associated with
quality of life and life satisfaction of the institutionalized elderly is hence an important issue that has
notably been under-investigated so far. Nowadays, nursing homes not only concentrate on
prevention and treatment of chronic diseases and illnesses affecting the elderly, they also take into
consideration the quality of life and life satisfaction of their own residents.

The specific purpose of my contribution is to examine the role of individual characteristics
that contribute to life satisfaction and depression in nursing homes. My empirical analysis draws on
data collected in France as this country is likely to experience one of the strongest increases in its
retirement home population (Jacobzone et al., 2001). The situation of residents in retirement homes
in France and especially their life satisfaction is poorly documented, which may be explained by the
exclusion of institutionalized elderly from standard household surveys®. | focus in particular on the
role played by social relationships and more precisely friends in the nursing home.

Several psychological studies have highlighted the benefits of social interactions on individual
well-being, a mechanism called social resources by Musick and Wilson (2003). Following Baumeister
and Leary (1995, p. 497), "human beings have a pervasive drive to form and maintain at least a
minimum quantity of lasting, positive and significant interpersonal relationships". Social support has

beneficial effects on a large set of physical health outcomes (Uchino et al., 1996), while social

! See Miller and Weissert (2000) for an overview of the predictors of institutionalization.
% In 1998, about 480,000 people over 60 were in retirement homes or long-term care facilities and most residents were
satisfied with their accommodation (Dufour-Kippelen and Mesrine, 2003).



isolation is depressing (Mirowsky and Ross, 1989). The reduction in social contact has been proved an
important predictor of cognitive decline (Penninx, 1997).

A few economists have also argued that interpersonal contact matters in its own right (Kolm,
2000, Gui, 2000). This refers to the concept of relational goods, which may be seen as intangible
outputs produced through interactions (Uhlaner, 1989). Both in France and in ltaly, Prouteau and
Wolff (2004) and Degli Antoni (2009) find that people volunteer in order to increase their social
network, especially for intrinsically motivated volunteers. Using data from Germany, Becchetti et al.
(2008) show that activities producing relational goods have significant and positive effects on self-
assessed life satisfaction. The effect of sociability on happiness tends to be stronger for women,
older and less educated people.

In what follows, | hypothesize that the benefits of social interactions that people have with
others and especially with friends should be large among institutionalized elderly. To assess the
causal benefit of making friends in the institution, | consider a French survey conducted in 2007 on a
sample of about 2,000 elderly people living in retirement homes or long-term care units. For each
respondent, the questionnaire includes ordered indicators on the well-being in the institution and on
the feeling of sadness or depression. It also indicates whether the respondent has made any friends
in the institution. As the data includes several residents per nursing home, | estimate random effect
ordered Probit models to study the role of individual characteristics on well-being.

My main results are that both satisfaction with living conditions and feelings of sadness or
depression are much more influenced by making friends in the institution than by visits from family
and relatives. This pattern is robust to problems of measurement error, unobserved heterogeneity
and simultaneity. The remainder of my paper is organized as follows. In Section 2, | describe the data
and living conditions of elderly people living in institutions in France. Section 3 investigates the
determinants of subjective well-being among elderly residents and provides several robustness

checks related to endogeneity issues. Section 4 concludes.

Il. Data and descriptive statistics
I.1. The SAEP survey

| study the well-being of elderly people living in institutions using a survey conducted in
France by the Direction of Research, Studies, Evaluation and Statistics (DRESS) in 2007. This survey
entitled "Residents in Sheltered Accommodation for Elderly People" (SAEP hereafter) concerns a
representative sample of respondents living either in traditional retirement homes, in retirement
homes for dependent elderly people, in sheltered accommodation or in long-term care units. Its

main purpose was to describe both the entry and the current living conditions of residents in SAEP



and to assess the quality of their care in these institutions. The sample of the SAEP survey was
constructed in the following way.

First, information was collected from 433 institutions about their own residents. For each
institution, a random sample of eight residents was selected to take part in the SAEP survey. Both
institution heads and nursing staff had to assess whether these residents were able or not to answer
the questionnaire by themselves. The staff had also to give the address and details of a person close
to the resident, defined as "someone who knows the resident well, has good relations with him/her
and visits him/her regularly". Among the 3,464 potential residents, 1,802 were directly interviewed
and 2,066 proxy respondents were interviewed, either in place of or in addition to the resident. The
SAEP survey comprises 2,742 observations, with 1,126 questionnaires in duplicate (completed by
both the resident and the proxy respondent).

| rely on the following ordered indicators to study the well-being of elderly people living in a
care-giving institution. The first question is about current living conditions: "how is your life in this
institution?". Possible answers are "very bad", "rather bad", "rather good", "very good". | also know
how the resident felt about his/her first moments spent in the institution, with the same set of
outcomes ranging from "very bad" to "very good". The second question is about sadness and
depression: "do you feel sad, distressed or depressed?". Possible answers are "always", "often",
"sometimes", "never". In both cases, similar questions were asked to the proxy respondent on behalf
of the resident.

| considered the following individual characteristics to explain the well-being indicators:
gender, age, born in France, marital status, number of children, last occupation if any (a proxy for
socio-economic status), and health which is expected to have a strong influence on living conditions
during old age. As self-assessed measures of health are likely to be contaminated by subjectivity bias,
| consider a more objective indicator describing the state of dependency of each resident. The Iso-
Resources Group (IRG) outcome is assessed by a medico-social team and relies on a set of
discriminatory factors regarding the loss of physical and psychological independence like orientation
or coherence. Each resident is classified into one of six groups depending on loss of independence’.

As | am interested in the role of social relationships on well-being, | constructed a dummy
variable which is equal to one when the respondent has made friends with the other residents and
zero otherwise. This information is provided both by residents who were directly interviewed and by

proxy respondents when residents were not in a position to fill in the questionnaire by themselves.

3 Group 1 corresponds to people who are bed-ridden or chair-ridden and have lost their mental and physical independence.
Group 2 includes people who are bed-ridden or chair-ridden and require assistance with daily activities, but whose mental
capacity is not completely affected. It also comprises people who are able-bodied, but whose mental capacity is affected.
People in group 3 are mentally autonomous, but require assistance with their physical autonomy, daily and several times
per day. People in group 4 can move inside the accommodation after rising, but need help washing and dressing
themselves. Finally, people from group 5 and 6 are respectively very slightly and not at all dependent.



Another question is about whether the resident receives visits from relatives, but this question was
not asked to proxy respondents®. | again constructed a dummy variable when the respondent
reported such visits. Residents further indicated whether the frequency of these visits was right for
them or whether they would have appreciated receiving more visits from relatives. In what follows, |
will study the effect of these social relationships on the well-being of residents.

| restricted the sample in the following way. | deleted respondents younger than 60 years
(N=42) and observations with unknown IRG score (N=119). | also excluded residents or proxy
respondents who did not provide information on living conditions and depression (N=338). This left
me with a sample of 2,243 residents belonging to 418 SAEP. The mean number of residents with

complete questionnaire data is 5.4 per SAEP.

11.2. Living conditions in French institutions

According to the SAEP survey, elderly people in French institutions were on average satisfied
or very satisfied with their current living conditions. One-half of them claimed that they lived rather
well and 36.3% that they lived very well. The proportion of unsatisfied residents is 13.3%, a very
small proportion (2.5%) living very badly in their institution. The same pattern is found for the
sadness/depression indicator. About one-quarter of residents always (6.1%) or often (19.2%) felt sad,
distressed or depressed, while 28.4% did not have such feelings. | found that about 70% of
respondents both lived well or very well and were sometimes or never sad/depressed.

It is interesting to compare the well-being of nursing home people to the general population.
Drawing on the Eurobarometer surveys, Afsa and Marcus (2008) show that the proportion of
respondents being either very or rather satisfied with their life (whatever their age) was between
70% and 80% from 1975 to 2000 in France. | find a slightly higher proportion of residents living well
in nursing home (around 85%), but satisfaction with living conditions and satisfaction with life
satisfaction may sound like different concepts for residents. When taking age into account, Afsa and
Marcus (2008) show that life satisfaction strongly reduces after 68 years old. Using data collected in
2010, Godefroy (2011) finds a very similar pattern. In particular, people aged above 80 years old have
much lower levels of satisfaction on average.

In Figure 1, | present the pattern of both living conditions when entering the nursing home
and current living conditions. Residents are on average more satisfied now with their living
conditions than during the first moments after their admission to a home. There are many more
residents living very well now than after entry (36.3% compared to 25.9%). When crossing both

measures, simple calculations show that life satisfaction remains unchanged for 58.4% of residents,

4 By definition, proxy respondents are relatives of the non-interviewed resident. 95% of them are members of the family
and 69% are children of the residents.



while it improves more frequently than it worsens (respectively 31.4% and 10.2%). Several
explanations may come to mind to explain this pattern.
Insert Figure 1

As age increases, being placed in a nursing home is a hard decision to take as nursing homes
are often seen as being the stopover point prior to death. Elderly people could thus be apprehensive
especially if they have the feeling they are losing part of their independence by leaving their own
home. At the same time, people are often placed in nursing homes when their ageing process is
affected by several illnesses and medical conditions. Due to this selection effect, their well-being is
likely to improve once they are receiving the quality of care they deserve. After a while, living in a
nursing home may also offer new perspectives for residents. Many nursing home facilities offer
residents a full range of activities and elderly people could be happy to be involved in these activities.
In particular, this may offer opportunities to make friends in the home.

| describe the relationship between subjective well-being and making friends in Figure 2. The
SAEP data shows a positive correlation between having made friends in the institution and well-
being. The proportion of respondents claiming that they live very well in their nursing home is 42.1%
when residents have made friends, but only 20.9% otherwise. Residents are much more likely to live
badly or very badly when they have no friends, 23.7% instead of 9.5%. The same pattern is found for
sadness/depression. The gap between residents with and without friends remains large, 30.1%
compared to 20.4%. Interestingly, the influence of friends on well-being seems much larger than that
of visits from family. On the basis of statements from directly interviewed residents, | find that the
proportion of residents living very well is only six points higher among those receiving visits from
family members (37.4% instead of 31%). Besides, the proportion of residents being always or often
sad or distressed is nearly the same with or without family visits.

Insert Figure 2

The positive correlation between making friends and subjective well-being supports several
interpretations. On the one hand, there may be a relational return to friendship, so that residents
would themselves feel better when they have friends to share all of life's ups and downs. On the
other hand, the positive correlation may be due to heterogeneity in individual characteristics. If there
are factors that influence both the determinants of living conditions and having friends, then the
positive relation between these outcomes could be spurious. For instance, residents in better health
should on average live better than those in poor health. At the same time, they are certainly more
likely to make friends by taking part in guided activities offered in the nursing home.

A description of the sample shows the need to account for heterogeneity when explaining
subjective well-being among elderly nursing home residents. According to Table 1, residents living

well or very well are slightly older. They are on average in better health and are over-represented in



sheltered accommodation. Residents who are sometimes or never concerned by sadness or
depression are more often women or single. They have lower IRG scores than depressed residents,
while the type of SAEP plays no role. It is hence important to account for individual characteristics
when explaining subjective well-being of elderly people living in nursing homes.

Insert Table 1

lll. The determinants of subjective well-being among elderly residents
II.1. Econometric specification

| rely on an econometric analysis to study the relationship between well-being and making
friends. Two sets of factors are expected to influence living conditions of nursing home resident
elderly: individual characteristics and the specific features of the nursing home. In what follows, |
draw on panel data techniques to account for both unobserved and observed characteristics of
institutions. | simply exploit the fact that the SAEP survey includes data on several residents per
nursing home.

For the presentation, let W¥ be an indicator of well-being, respectively living conditions
(k = LC) and sadness/depression (k = SD), such that WL¢ = 1 when the resident lives "very badly",
WL =2 when "badly", W€ = 3 when "well", and W€ = 4 when "very well". Similarly, WSP
ranges from 1 when the resident is always sad/depressed to 4 when this is never the case. Let Wk*
be two latent variables associated to these subjective indicators (k = LC,SD). | assume that
Wk < u¥ when Wk =1, uf < w* < pu% when Wk =2, uk <w* < % when W* =3, and
u% < Wk* when W* = 4.1 consider a linear expression for the latent outcome:

Wi = X + 0F); + &) + g (1)
where j and i as subscripts refer respectively to the nursing home and to the resident, X is a set of
individual characteristics, F is a dummy indicating whether the resident has made friends in the
institution, B and 6 are parameters to estimate, and § and & are error terms. In (1), §; is an
unobserved nursing home effect. It will, for instance, pick up the various facilities at the disposal of
residents inside the institution, adequateness of the staff including size of the nursing staff, presence
of a dietician, occupational therapist or recreational advisor, activities the facility encourages the
residents to be part of, the possibility of having safe and comfortable rooms, the fact that residents
may be allowed to move in furniture items from their own home, the type of food served, etc.

| suppose that §;~N(0; ag) and €;~N(0;1). Under the assumption that the individual
characteristics are uncorrelated with the nursing home effects, (1) defines a random effect ordered

Probit model. This implies that the different threshold levels u* have to be estimated jointly with the



parameters of interest § and 6. Since the likelihood function involves multivariate normal integrals,

the ordered Probit model is estimated using quadrature techniques (Butler and Moffit, 1982).

Ill.2. Random effect estimates of subjective well-being

Table 2 presents the random effect ordered estimates respectively for living conditions (part
A) and sadness/depression (part B), higher scores being associated with higher subjective well-
being’. Let me first consider living conditions. According to the estimates, it appears somewhat
difficult to explain whether residents live well or badly in their current location on the basis of their
individual characteristics. Gender, age, place of birth and number of children do not matter (column
1A). Single residents live slightly better, but the relationship is hardly significant. The most influential
predictor of living conditions is the IRG score. Not surprisingly, those who are in better health claim
that they live better on average.

Insert Table 2 here

Residents living in sheltered accommodation are also better off, which could be evidence of
some selection effect. Less well off elderly people are more likely to be placed in retirement homes
or in long term care units, while sheltered accommodation is more designed to be an intermediate
step between the resident's original home and a traditional retirement home. It will appeal to old
people who are able-bodied, but are no longer able to (or do not want to) live by themselves. Finally,
answers about living conditions are not different when being provided by the residents themselves
or by proxy respondents.

In column (2A), | introduce the presence of friends in the different environments. | find a
large positive correlation between having friends and living conditions. Doing as if the dependent
variable were continuous, random effect least square estimates indicate that living conditions
improve by 33.4% when residents have made friends in their new place of residence. This is simply
the most influential covariate when explaining living conditions, far beyond the other explanatory
variables. For the sake of comparison, | investigate the role of visits from family members and
relatives. As, by definition, such visits exist in the case of proxy respondents, | only consider the
subsample of residents answering the questionnaire by themselves.

Receiving visits from family and relatives also significantly improves well-being (column 3A).

However, the coefficient associated to having friends is much higher than that of the family and

> In both cases, there is little variation in the mean level of well-being of residents between the various nursing homes. The
ratio p = g /(1 + o) ranges from 0.02 to 0.11, meaning that the within unexplained variance ¢ is much lower than 1.
There are hence large unexplained variations in subjective well-being between residents living in a given nursing home in
France.



relatives®. Results from random effect linear models show that the marginal effect of family visits
(11.3%) is more than three times lower than that of having friends. Residents further indicate
whether they are satisfied or not with the frequency of visits from family or relatives. | find that
residents claim living better only when they are satisfied with the frequency of family visits. When
they are not satisfied, their level of well-being tends to be slightly lower (column 4A).

| then investigate sadness and depression determinants (part B, Table 2). On average, women
are more often sad or depressed than men (column 1B). Older, single and divorced residents are less
subject to sadness/depression, while having children has no influence. Those being in better physical
health (measured by the IRG score) are also less affected by mental difficulties. Contrary to what was
observed for living conditions, there is no difference in mental health by type of institutions while the
presence of proxy respondents is now significant. Proxy respondents are less optimistic about the
well-being of the residents as they assess the latter as more often distressed or depressed.

| add in column (2B) the dummy variable associated to friends. As observed for living
conditions, having friends within the nursing home significantly improves the feeling of not being sad
or depressed. Estimates from a random effect linear model suggest that not having friends increases
the propensity for feeling sad or depressed by about 20%. At first viewing, sadness and depression
are not affected by visits received by family and relatives among self-interviewed residents (column
3B). Nevertheless, a more accurate look at the data shows that there is a significant relationship
between these visits and sadness/depression only when residents are satisfied with the frequency of
visits. When they are not satisfied, residents feel sad or depressed more often, which could be due to

the frustration of not having enough contact with family and relatives.

1ll.3. Endogeneity issues

The ordered estimates suggest that having friends in the nursing home has a beneficial effect
on the subjective well-being of institutionalized elderly. With respect to the previous regressions, a
question worth is to know whether the dummy variable associated to friends can really be treated as
exogenous. Endogeneity may be due to one of the following reasons: measurement errors,
unobserved heterogeneity and simultaneity.

Let me first focus on measurement errors. The main difficulty lies with the presence of proxy
respondents, as the latter may have a less accurate perception of the resident's situation. Spending a
long time in the institution is needed for proxy respondents to know whether residents have made
friends or not, but a correct assessment of their living conditions may still be uneasy without sharing

their daily activities or meals. Interestingly, the SAEP data shed light on the divergence in answers

® A Wald test indicates that the two coefficients are significantly different. | obtain a value of 86.6 for the corresponding
statistic, with 1 degree of freedom.



that may occur because of proxy respondents. By definition, | have questionnaires completed by
both the resident and a proxy respondent in 1,039 cases. When comparing their answers, | observe
substantial differences for several outcomes.

Among directly interviewed residents, 78.7% of them report having friends in the home. This
proportion is more than four percent higher (83.1%) according to proxy respondents. However, the
corresponding crossed table shows that the proportion of concordant answers is around 76%. So,
measurement errors occur in about one case over four when drawing on information provided by
proxy respondents instead of answers from residents themselves. The situation is even worse for the
indicator of living conditions since only 53.4% of answers are similar. Nevertheless, differences
remain tenuous as they essentially concern whether residents live well or very well’.

A solution to the problem set by measurement errors consists in excluding the cases with
proxy respondents, which is done in columns (1A), (2A), (1B) and (2B) of Table 2. In these random
effect regressions, | obtain a large marginal effect of friends on well-being. At the same time, this
leads to sample selection since residents in poor or very poor health are less likely to be interviewed.
Estimates in columns (3A) and (3B) have then to be seen as upper bounds since they will pick up the
returns of making friends among the healthiest nursing home residents. To further highlight this
result, | introduce an additional crossed term in (2A) and (2B) which is equal to one when the
resident has friends and answers are provided by proxy respondents. In both cases, | find significant
values for the crossed term (at 10% for sadness/depression), meaning that the marginal effect of
making friends is lower when the resident is unable to answer to the questionnaire by
himself/herself®.

The second concern is about omitted variables. Although the random effect regressions
account for unobserved heterogeneity, these specifications may lead to biased estimates if the
institution effects are correlated with the explanatory variables. This could occur for instance if
residents locate in specific institutions depending on their health status. | have thus also considered a
fixed effect framework, drawing on the conditional estimator proposed in Das and Van Soest (1999)°.
These estimates, not reported, show that my previous findings remain valid with the fixed effect
specification.

| find that within nursing homes, residents having made friends live much better on average.

After excluding proxy respondents, living conditions are positively correlated with visits from family

7 16.8% of residents claim that they live very well while proxy respondents believe they live well. In the same way, 13.1% of
residents claim to live well when proxy respondents think they live very well.

® These additional results are available upon request. For living conditions, the coefficient associated to the crossed term is
equal to -0.284 (t=-2.44) while the coefficient associated to having friends is 0.631.

°In a first step, | estimate a set of fixed effect Logit models by grouping together adjacent outcomes related respectively to
living conditions or sadness/depression. Then, | rely on a classical minimum distance estimator. Results from the ordered
fixed effect regressions are available upon request.



10

and relatives, but the corresponding marginal effect is twice as low as that of friends. Making friends
also reduces the feeling of being sad or depressed. Further, | find that answers from proxy
respondents strongly reduce the propensity of not being sad or depressed. This is evidence that
proxy respondents tend to have a more pessimistic view on the psychological difficulties of residents
than the latter have.

The last issue that could lead to endogeneity bias is simultaneity. In particular, reverse
causality could explain the positive correlation between making friends and current living conditions
if elderly people living well make friends more easily. Residents smiling and feeling happy when
entering the nursing home will certainly be perceived as more attractive by other residents, which
would increase the likelihood of establishing friendly relationships. The survey allows me to further
study the relevance of these two competing interpretations, i.e. having friends increases the
subjective well-being of residents versus residents living better make friends more easily.

In the SAEP survey, residents are asked about their living conditions just after entering the
institution. This initial state is unlikely to be contaminated by the impact of making friends in the
nursing home. As a consequence, | account for the fact that more well-off elderly people could make
friends more easily by adding their initial state of living conditions into the regression. | first re-
estimate the random effect ordered Probit regression on the subsample of 2,176 residents with
information on both current and initial living conditions. | find a coefficient equal to 0.550 (t=9.52)
for the friends dummy, which is very close to the estimate reported in column (2A) of Table 2. Then, |
add initial living conditions in the regression. These estimates, available upon request, leads to the
two following results.

First, | find that assessment about living conditions when entering the nursing home strongly
influences current living conditions (state dependence). Secondly, | get a slightly lower coefficient for
the friends dummy (0.439 instead of 0.550), but the covariate remains highly significant (t=7.35).
From random effect linear estimates, this would correspond to a fall of 28.5% in the return of having
friends on current living conditions (from 34.7% to 24.8%). The fall is even slightly higher (31.1%)
when excluding proxy respondents from the sample. Having friends in the institution increases the
indicator of living conditions when initial living conditions are taken into account by 27.2% (instead of
39.5% without initial living conditions). These results suggest that residents living better when
entering the nursing home make friends more easily after a while.

However, the positive effect of making friends still remains. | further investigate the
dynamics in living conditions by estimating the difference between current and initial living
conditions as a function of individual characteristics and having friends. If my interpretation in terms
of social relationships is correct, then | should observe that having made friends during the stay in

nursing home has, on average, improved living conditions among residents. As there are very few



11

extreme values, | recode the dependent variable defined as the difference between initial current
and living conditions so that it ranges from -2 to 2™°.

Residents with a positive value (31.4%) live better in the nursing home now than just after
their entry. Since the dependent variable is ordered, | again turn to ordered Probit models and
account for unobserved heterogeneity at the institution level using random effect models'’. Given
my previous results, | rely on a small number of covariates and consider the following covariates:
gender, age, IRG score, years in the retirement home, questionnaire completed by a proxy
respondent and making friends.

As shown in Table 3, | find that years spent in the retirement home are negatively related to
changes in well-being, while other individual characteristics do not matter. Residents who have made
friends in the nursing home report more often improved living conditions according to the random
effect estimates (column 1). Excluding proxy respondents from the sample does not affect this
conclusion (column 2), making friends remaining significant at the five percent level.

Insert Table 3

IV. Conclusion

According to demographic projections, the number of elderly people living in retirement or
nursing homes should strongly increase in many developed countries over the coming years. While
this phenomenon will put a strong pressure on the number of places available in nursing homes,
another issue that deserves researchers’ attention is the quality of life and well-being of
institutionalized elderly as it has an impact on both their physical and mental health. In this paper, |
have used recently collected data from France to investigate the factors influencing life satisfaction
and depression of elderly people living in retirement homes or long-term care units.

Following psychological studies that have highlighted the benefits of social interactions on
individual well-being, | have put emphasis on the role played by making friends in nursing home. My
main results are that both satisfaction with living conditions and feelings of sadness or depression
are much more influenced by making friends in the institution than by visits from family and relatives
or by any other individual background characteristics. These findings, which are robust to problems
of measurement errors, unobserved heterogeneity and simultaneity, may be interpreted as evidence
of a relational return to friendship within nursing homes.

From a public policy viewpoint, my results suggest that the quality of life of retirement or

nursing home residents could be improved using simple solutions. For instance, promoting very

10 According to the data, six residents are characterized by a difference of -3 and 16 by a difference of 3. The proportion of
residents with a difference of -2 is 2.2%, 10.2% for -1, 58.4% for 0, 25.6% for 1 and 5.8% for 2.

| have also estimated fixed effect regressions. These estimates (available upon request) show that making friends in the
institution improves assessment on living conditions only among residents who were directly interviewed.
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regularly social or recreational activities that allow frequent meetings and interactions between
residents, including those recently entered into the nursing home, is likely to enhance interpersonal
relationships and friendship without requiring too many additional expenditures from the nursing
staff. These are undoubtedly opportunities of interest in a context where developed countries have
to deal with the challenging burden of increasing spending on long term care due to the ageing of

their populations.
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Table 1. Description of the sample

Variables Living conditions Sadness/depression All
Very bad Well or very Always Sometimes or
or Bad well or often never
Female 0.773 0.762 0.819 0.768 0.763
Age 84.569 85.231 84.843 85.467 85.143
Born in France 0.910 0.918 0.901 0.921 0.917
Marital status Single 0.127 0.166 0.114 0.150 0.160
Married - with spouse 0.054 0.059 0.053 0.064 0.058
Married - spouse outside 0.040 0.044 0.044 0.050 0.044
Widowed 0.702 0.676 0.739 0.688 0.679
Divorced 0.077 0.055 0.049 0.047 0.058
Number of children 2.204 1914 2.083 1.982 1.952
IRG Levell 0.090 0.070 0.077 0.079 0.073
Level2 0.311 0.229 0.290 0.272 0.240
Level3 0.177 0.140 0.174 0.154 0.145
Level 4 0.177 0.240 0.236 0.231 0.231
Level 5 0.124 0.128 0.102 0.123 0.127
Level 6 0.120 0.193 0.120 0.141 0.183
SAEP Retirement home 0.773 0.701 0.727 0.741 0.711
Long term care units 0.090 0.079 0.097 0.095 0.081
Sheltered accommodation 0.137 0.220 0.176 0.164 0.209
Number of observations 299 1944 568 1372 2243

Source: 2007 SAEP survey.



Table 2. Random effects ordered Probit estimates of subjective well-being
A. Living conditions

16

Variables (1A) All (2A) All (3A) Proxy (4A) Proxy
respondents respondents respondents respondents
excluded excluded
Coef t-value  coef t-value  coef t-value  coef t-value
Female 0.045  (0.67) 0.039  (0.58)  -0.055 (-0.69) -0.038 (-0.47)
Age 0.003  (0.76) 0.003  (0.81) 0.005  (1.24)  0.004  (0.91)
Born in France -0.118  (-1.30) -0.111  (-1.23)  -0.275 (-2.28) -0.239"  (-1.98)
Marital status Single 0.138" (1.67) 0.130 (1.58) 0.097 (0.99) 0.132 (1.35)
(ref : Widowed)  Married - with spouse -0.104 (-0.95) -0.073 (-0.67) -0.114 (-0.88) -0.114 (-0.88)
Married - spouse outside 0.023 (0.18) 0.041 (0.32) 0.002 (0.01) -0.003 (-0.02)
Divorced 0070  (0.62) 0.053  (0.47) 0140  (1.04) 0152  (1.13)
Number of children -0.018 (-1.23) -0.018 (-1.22) -0.025 (-1.41) -0.025 (-1.39)
IRG score 0072”7 (3.60) 0056 (2.79) 0.087 (3.64) 0075 (3.14)
SAEP Long term care units -0.090 (-0.87) -0.052 (-0.52) -0.096 (-0.66) -0.109 (-0.75)
(ref : Retir. home) Sheltered accommodation 0343 (4.43) 0322”7 (426) 027777 (3.03) 02597 (2.85)
Proxy respondents -0.093 (-1.47) -0.042 (-0.67)
Friends in the nursing home 05327 (9.40) 06397 (8.75) 0633 (8.67)
Visited by family/relatives 0208 (2.17)  -0.148  (-1.30)
Satisfied with frequency of visits from family/relatives 0.470"" (5.81)
D 0.080 0.066 0.119 0.114
Number of observations 2243 2243 1627 1627
Number of institutions 418 418 400 400
Log likelihood -2283.9 -2239.7 -1156.6 -1539.7
B. Sadness/depression
Variables (1B) All (2B) All (3B) Proxy (4B) Proxy
respondents respondents respondents respondents
excluded excluded
coef t-value  coef t-value  coef t-value  coef t-value
Female 022977 (-356) -0.234"" (-3.63) -0.269 (-3.63) -0.256  (-3.46)
Age 0012 (3.74) 001277 (3790 0.0117 (2.73) 00097 (2.37)
Born in France 0.115  (1.34) 0.123  (1.44) 0053  (0.49) 0.088  (0.81)
Marital status Single 0285 (3.63) 0282 (358 02737 (3.000 0307 (3.38)
(ref : Widowed)  Married - with spouse 0.075 (0.72) 0.092 (0.87) 0.084 (0.69) 0.089 (0.74)
Married - spouse outside 0.156 (1.28) 0.166 (1.36) 0.179 (1.12) 0.175 (1.10)
Divorced 0283 (2.63) 0276  (2.56) 0354 (2.82) 0370 (2.95)
Number of children -0.013  (-0.87) -0.013 (-0.87) -0.018 (-1.08) -0.017  (-1.01)
IRG score 0.0477  (2.45) 0038 (1.97) 0068 (3.11) 0057 (2.58)
SAEP Long term care units -0.107 (-1.13) -0.088 (-0.94) -0.035 (-0.28) -0.044 (-0.36)
(ref : Retir. home) Sheltered accommodation 0.122 (1.77) 0.110 (1.61) 0.089 (1.18) 0.069 (0.94)
Proxy respondents 0245 (-4.04) -0.220"" (-3.61)
Friends in the nursing home 0268 (4.95) 0311 (462) 0302 (4.50)
Visited by family/relatives 0.142 (1.60) -0.202" (-1.91)
Satisfied with frequency of visits from family/relatives 0.450"" (5.99)
D 0.043 0.039 0.031 0.022
Number of observations 2243 2243 1627 1627
Number of institutions 418 418 400 400
Log likelihood -2632.6 -2620.4 -1871.4 -1853.5

Source: 2007 SAEP survey.
Note: estimates from random effect ordered Probit models. Absolute values of t statistics are in brackets, significance levels being
equalto1%( ),5% ( )and 10% ( ). Each regression also includes a set of six occupational dummies.
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Table 3. Random effect ordered Probit estimates of changes in living conditions

Variables (1) All respondents (2) Proxy respondents excluded
coef t-test coef t-test

Female 0.035 (0.59) 0.055 (0.80)

Age -0.005 (-1.57) -0.003 (-0.82)

Years in retirement home -0.015 (-3.18) 0.015 (-2.80)

IRG score -0.004 (-0.24) 0.009 (0.41)

Proxy respondents -0.051 (-0.80)

Friends in the nursing home 0.130 (2.30) 0.164 (2.30)

D 0.077 0.098

Number of observations 2176 1596

Number of institutions 418 400

Log likelihood -2406.9 -1645.3

Source: 2007 SAEP survey.

Note: estimates from random effect ordered Probit models. Absolute values of t statistics are in brackets, significance levels

being equal to 1% (***), 5% (**) and 10% (*).



Figure 1.Initial and current living conditions of respondents
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Figure 2. Subjective well-being of respondents and friends
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