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Abstract 
The psychology of poverty has become a major field of research over the past 
decade, moving beyond deficit-based and individualizing explanations to-
ward an understanding of poverty as a context that shapes cognition, iden-
tity, and social participation. This article provides an integrative narrative 
synthesis of research in cognitive, social, developmental, and institutional 
psychology. It brings together scarcity theory (Mullainathan & Shafir, 2013), 
economic stress models (Conger et al., 2010), research on poverty-related 
stigma (Walker, 2014; Tyler, 2020), and studies of subjective poverty. Subjec-
tive poverty is understood as individuals’ perception of their own economic 
situation relative to others, regardless of their objective level of income. The 
article also conceptualizes psychological manifestations of poverty as adap-
tive responses, that is, functional psychological adjustments developed under 
persistent environmental constraints rather than indicators of individual def-
icits. La Réunion is used throughout the paper as an illustrative overseas case 
study, demonstrating how structural inequalities, insularity, and higher liv-
ing costs may intensify well-established psychological mechanisms observed 
in international research. Within this perspective, institutional dynamics re-
fer to the ways welfare systems, educational institutions, healthcare services, 
and labour-market organizations shape everyday experiences of poverty, in-
fluence access to resources, and affect psychological well-being. The article 
proposes an integrative framework combining cognitive, identity, and insti-
tutional dimensions and concludes by discussing implications for research, 
social policy, and professional practice aimed at reducing cognitive burden, 
strengthening dignity, and improving support for vulnerable populations in 
overseas contexts. 
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1. Introduction 

Poverty has long been interpreted through models centred on individual charac-
teristics, psychological dispositions, and behaviours. Approaches derived from the 
concept of a “culture of poverty” (Lewis, 1966) contributed to the idea that disad-
vantaged populations shared specific traits—such as present-oriented thinking, 
dependency, or limited planning abilities—that were transmitted across genera-
tions. These perspectives have since been widely criticized for their essentialist 
assumptions and limited empirical support (Small et al., 2010). 

From the 1990s onward, a major theoretical shift occurred. Research in stress 
psychology (Lazarus & Folkman, 1984), Conservation of Resources Theory (Hob-
foll, 1989), and the Capability Approach (Sen, 1993) progressively redefined pov-
erty as a constrained social environment characterized by uncertainty, vulnerabil-
ity, and restricted opportunities rather than as a set of individual characteristics. 
Within this perspective, many psychological manifestations associated with pov-
erty are better understood as adaptive responses—functional adjustments devel-
oped to cope with persistent environmental constraints—rather than as personal 
deficits. 

More recent developments in cognitive, social, and developmental psychology 
have extended this perspective by demonstrating that economic scarcity affects 
executive functioning, emotional regulation, decision-making, and future-ori-
ented thinking (Mullainathan & Shafir, 2013; Haushofer & Fehr, 2014). At the 
same time, research on stigma and subjective poverty—defined as individuals’ 
perception of their own economic position relative to others regardless of objec-
tive income—has shown that the psychological consequences of deprivation ex-
tend well beyond material resources. They are embedded in processes of social 
comparison, symbolic disqualification, and the internalization of social norms 
concerning success, responsibility, and merit. 

The present article argues that a comprehensive understanding of poverty re-
quires integrating three complementary dimensions: cognitive processes, identity 
construction, and institutional dynamics. Institutional dynamics refer to the ways 
welfare systems, educational institutions, healthcare services, and labour-market 
organizations shape daily experiences of poverty, influence access to resources, 
and contribute either to psychological vulnerability or resilience. 

This framework is illustrated through the case of La Réunion, which is consid-
ered here as an illustrative overseas case study rather than as an exceptional situ-
ation. The island provides a particularly relevant context because several mecha-
nisms documented in international research appear especially pronounced due to 
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structural inequalities, insularity, and higher living costs. According to Insee 
(2024a), 36.1% of the population lived below the poverty line in 2021, compared 
with 14.9% in mainland France, with nearly one in two minors affected. In addi-
tion, consumer prices are on average 9% higher than in mainland France, with 
substantially larger differences for food products (Insee, 2023). In such a context, 
poverty cannot be reduced to a lack of financial resources; it constitutes a daily 
experience characterized by constrained material trade-offs, heightened visibility 
of social inequalities, and sustained cognitive pressure. 

Rather than presenting La Réunion as a unique case, this article uses it to illus-
trate how internationally established psychological mechanisms may be intensi-
fied in overseas territories facing structural socio-economic constraints. The ob-
jective is therefore to propose an integrative analytical framework combining cog-
nitive, identity, and institutional perspectives while highlighting the importance 
of territorial context in shaping the lived experience of poverty. 

2. Objective and Subjective Poverty 

Contemporary poverty research distinguishes between objective poverty, defined 
through measurable indicators such as income, employment status, or material 
deprivation, and subjective poverty, which refers to individuals’ own perception 
of their economic situation relative to others. This distinction builds upon 
Festinger’s (1954) theory of social comparison, emphasizing that people evaluate 
their circumstances not only against objective standards but also through com-
parisons with relevant social groups. 

A growing body of international research demonstrates that subjective poverty 
constitutes an important predictor of psychological well-being. Even among indi-
viduals with comparable income levels, those who perceive themselves as poor 
consistently report higher levels of anxiety, depressive symptoms, perceived stress, 
and lower life satisfaction (Delhey & Kohler, 2006; Chang et al., 2020). These re-
lationships suggest that the psychological consequences of poverty cannot be ex-
plained solely by material deprivation. Rather, they emerge through continuous 
processes of social comparison, perceived relative disadvantage, and the internali-
zation of cultural norms regarding success, autonomy, and personal responsibility. 

Beyond income itself, subjective poverty reflects everyday experiences of inse-
curity, uncertainty, and reduced control over one’s future. It therefore represents 
an essential psychological dimension of poverty, complementing objective socio-
economic indicators and helping to explain individual differences in adaptation 
among people living under similar material conditions. 

The case of La Réunion illustrates how these internationally documented mech-
anisms may become particularly salient in overseas contexts characterized by per-
sistent structural inequalities. The coexistence of high poverty rates, marked in-
come disparities, geographical insularity, and a higher cost of living makes social 
comparison especially visible in everyday life. Under these circumstances, subjec-
tive poverty is shaped not only by relative income but also by repeated experiences 
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of constrained consumption, restricted life choices, and difficulties in projecting 
oneself into attainable futures. 

Recent empirical evidence reinforces this interpretation. Alivon & Ricci (2024) 
demonstrate that water and energy insecurity are closely associated with low in-
come, unemployment, and precarious occupational situations in La Réunion. 
Their findings illustrate how material deprivation extends beyond financial re-
sources to affect everyday security, social participation, and personal dignity. 
Consequently, poverty should be understood as a multidimensional experience 
encompassing economic, cognitive, social, and symbolic dimensions rather than 
merely a deficit of material resources. 

3. Economic Stress, Scarcity, and Cognitive Functioning 

A substantial body of international research has demonstrated that poverty influ-
ences cognitive functioning through persistent economic stress and the experi-
ence of scarcity. Rather than reflecting limited cognitive ability, many observed 
psychological effects arise from the continuous need to manage constrained re-
sources and uncertainty. 

Scarcity Theory (Mullainathan & Shafir, 2013) proposes that limited financial 
resources capture attention toward immediate needs, creating a “tunnelling” ef-
fect that narrows cognitive focus while reducing the mental resources available for 
planning, problem-solving, and long-term decision-making. Experimental studies 
have confirmed that financial concerns can temporarily impair executive func-
tioning, reasoning, working memory, and cognitive flexibility, independently of 
individuals’ underlying intellectual abilities (Mani et al., 2013). 

These findings are consistent with broader psychological models of stress, par-
ticularly Conservation of Resources Theory (Hobfoll, 1989), which argues that the 
threat or actual loss of valued resources constitutes a major source of chronic 
stress. Under persistent economic insecurity, individuals must constantly allocate 
cognitive and emotional resources to meeting basic needs, leaving fewer resources 
available for future planning, learning, or self-regulation. 

Importantly, these cognitive changes should not be interpreted as personal def-
icits. Rather, they represent adaptive responses to environments characterized by 
uncertainty, repeated trade-offs, and limited opportunities. From this perspective, 
behaviours frequently described as impulsive, short-sighted, or poorly planned 
may instead reflect rational adaptations to contexts in which immediate survival 
takes precedence over long-term optimization. 

The case of La Réunion illustrates how these internationally documented mech-
anisms may be intensified in an overseas territory marked by structural socio-
economic inequalities. High levels of precarious employment, unstable income, 
and elevated living costs contribute to a sustained state of financial vigilance for 
many households. Recent data from Santé publique France (2025) indicate ele-
vated levels of anxiety and depressive symptoms among individuals experiencing 
financial hardship, while national evidence reported by Hazo (2025) confirms the 
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close relationship between economic insecurity and deteriorating mental health. 
Taken together, these findings suggest that poverty generates a cumulative cog-

nitive and emotional burden that extends well beyond material deprivation alone. 
In overseas contexts such as La Réunion, structural constraints may amplify these 
processes, reinforcing the need to interpret cognitive functioning within its social, 
economic, and territorial environment rather than through an individual-deficit 
perspective. 

4. Stigma, Identity, and Institutional Relations 

International research consistently demonstrates that poverty is not only a condi-
tion of material deprivation but also a socially stigmatized status. According to 
Goffman (1963), stigma produces a “spoiled identity,” requiring individuals to 
manage negative social representations in their everyday interactions. Poverty is 
frequently interpreted through moral judgments, whereby financial hardship is 
attributed to personal failure, lack of effort, or insufficient responsibility rather 
than to structural inequalities. 

Recent studies have shown that poverty-related stigma operates through several 
interconnected psychological mechanisms. Beyond external discrimination, indi-
viduals may internalize negative stereotypes, leading to lower self-esteem, in-
creased psychological distress, social withdrawal, and reduced help-seeking be-
haviour. Anticipated shame and fear of being judged also contribute to the non-
take-up of social benefits, even when individuals are legally entitled to them 
(Baumberg, 2016). Consequently, stigma not only affects psychological well-being 
but also reinforces material disadvantage by limiting access to available resources. 

These processes are closely linked to institutional dynamics. Institutions do not 
simply administer social policies; they also shape how poverty is experienced, in-
terpreted, and managed. Welfare agencies, schools, healthcare services, and la-
bour-market institutions may either reduce or amplify the psychological burden 
associated with economic hardship. These processes are closely linked to institu-
tional dynamics. Institutions do not simply administer social policies; they also 
shape how poverty is experienced, interpreted, and managed. Welfare agencies, 
schools, healthcare services, employment services, and labour-market institutions 
may either reduce or amplify the psychological burden associated with economic 
hardship. Administrative complexity, repeated eligibility assessments, fragmented 
support systems, and lengthy bureaucratic procedures may create what Herd and 
Moynihan (2022) describe as administrative burden: the learning, compliance, 
and psychological costs imposed on citizens when accessing public services. Such 
burdens may increase cognitive load, reinforce feelings of inadequacy, reduce 
trust in institutions, and discourage eligible individuals from seeking assistance. 
Conversely, institutions that promote accessibility, continuity of care, transpar-
ency, and person-centred support can strengthen dignity, perceived agency, and 
social participation. Conversely, institutions that promote accessibility, respect, 
continuity of care, and person-centred support can strengthen dignity, trust, and 
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perceived agency. 
This institutional perspective is particularly relevant because poverty is experi-

enced through repeated interactions with public services. The quality of these in-
teractions influences not only access to financial or social support but also indi-
viduals’ perceptions of legitimacy, belonging, and social recognition. Institutional 
environments therefore become active components of the psychological experi-
ence of poverty rather than merely external contexts. 

The situation in La Réunion illustrates how these internationally documented 
mechanisms may become particularly visible in overseas settings marked by struc-
tural inequalities and limited access to certain services. Economic hardship, high 
unemployment, and geographical constraints may reinforce dependence on pub-
lic institutions while simultaneously increasing concerns about social judgment. 
Institutional encounters may therefore be perceived as evaluative rather than sup-
portive, contributing to distrust, avoidance, and delayed access to healthcare or 
social assistance. Recent evidence concerning unmet mental-health needs further 
suggests that help-seeking remains strongly influenced by issues of legitimacy, ac-
cessibility, and stigma. 

Taken together, these findings support the view that poverty-related psycho-
logical difficulties emerge not only from economic deprivation itself but also from 
the social and institutional environments through which poverty is experienced. In-
tegrating institutional dynamics alongside cognitive and identity processes there-
fore provides a more comprehensive understanding of the psychology of poverty 
and better reflects the multidimensional framework proposed in this article. 

5. Development, Adolescence, and Aspirational Horizons 

International research has consistently shown that childhood and adolescent pov-
erty has long-term consequences for cognitive, emotional, and social develop-
ment. Prolonged exposure to financial hardship is associated with chronic stress, 
reduced educational opportunities, and cumulative disadvantages that influence 
developmental trajectories throughout the life course (Conger et al., 2010). These 
effects arise not only from limited material resources but also from the interaction 
between family environment, neighbourhood conditions, educational opportuni-
ties, and institutional support. 

Developmental psychology increasingly emphasizes that young people’s expec-
tations for the future are socially constructed. Educational aspirations, occupa-
tional ambitions, and perceptions of attainable life opportunities are shaped by 
both objective living conditions and the symbolic environments in which individ-
uals grow up. In this respect, Appadurai’s (2004) concept of the capacity to aspire 
provides a useful theoretical framework by suggesting that aspirations are them-
selves unequally distributed social resources. 

The case of La Réunion illustrates how these mechanisms may operate within 
an overseas context characterized by structural socio-economic constraints. Ac-
cording to Insee (2024b), young people from La Réunion are less likely to leave 
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the island to pursue higher education than those living in comparable French re-
gions, and marked social inequalities continue to shape educational trajectories. 
Rather than interpreting these patterns as evidence of limited ambition or moti-
vation, they may be understood as realistic adaptations to perceived opportunity 
structures, economic uncertainty, and geographical constraints. 

In this perspective, apparently modest aspirations should not automatically be 
viewed as indicators of low motivation or reduced psychological potential. In-
stead, they often reflect rational responses to environments in which access to 
higher education, professional mobility, or stable employment is perceived as un-
certain or difficult. Such adaptive expectations illustrate how poverty influences 
not only present decision-making but also future-oriented identity construction. 

These observations reinforce the broader argument developed throughout this 
article: psychological consequences of poverty extend beyond immediate eco-
nomic hardship to influence how individuals imagine, evaluate, and plan their 
future. Understanding developmental trajectories therefore requires integrating 
cognitive, social, institutional, and territorial dimensions within a common ana-
lytical framework. 

6. Psychosocial Resilience 

Contemporary research no longer conceptualizes resilience as a fixed individual 
characteristic or a personal capacity that some people possess while others do not. 
Instead, resilience is increasingly understood as a dynamic ecological process 
emerging from continuous interactions between individuals and their social, fam-
ily, community, and institutional environments (Ungar, 2011; Masten, 2014). 

From this perspective, resilience in situations of poverty cannot be explained 
solely by psychological traits such as optimism, motivation, or perseverance. Ra-
ther, it depends on the availability of supportive relationships, access to education 
and healthcare, stable employment opportunities, social protection systems, and 
community resources that enable individuals to cope with adversity while main-
taining a sense of dignity and agency. 

International evidence suggests that resilience is strengthened when individuals 
experience supportive institutional environments capable of reducing chronic 
stress and reinforcing social participation. Conversely, prolonged economic inse-
curity, repeated exposure to stigma, administrative complexity, and fragmented 
support systems may progressively erode individual coping capacities, even 
among highly motivated individuals. 

The case of La Réunion illustrates both the strengths and the limits of psycho-
social resilience in structurally disadvantaged environments. Family solidarity, in-
tergenerational support, neighbourhood networks, and community ties fre-
quently constitute important protective factors that help individuals cope with 
economic hardship. These informal resources often compensate, at least partially, 
for limited material resources and contribute to psychological well-being. 

However, resilience should not be romanticized. Informal solidarity networks 
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cannot permanently compensate for structural inequalities, persistent unemploy-
ment, or unequal access to education, healthcare, and economic opportunities. 
Presenting resilience solely as an individual responsibility risks obscuring the in-
stitutional and socio-economic conditions that shape people’s capacity to adapt. 

Within the integrative framework proposed in this article, resilience should 
therefore be understood as the outcome of interactions between cognitive pro-
cesses, identity construction, social relationships, and institutional environments. 
This ecological perspective reinforces the central argument that psychological re-
sponses to poverty are fundamentally embedded in broader social and territorial 
contexts rather than residing exclusively within individuals. 

7. Discussion 

The present review supports a multidimensional understanding of poverty that 
integrates material constraints, cognitive functioning, identity processes, and in-
stitutional dynamics within a single analytical framework. Rather than represent-
ing separate explanatory perspectives, these dimensions interact continuously 
throughout the lived experience of poverty. 

The evidence reviewed suggests that many psychological manifestations tradi-
tionally interpreted as individual deficits are more appropriately understood as 
adaptive responses to environments characterized by persistent uncertainty, eco-
nomic insecurity, and restricted opportunities. Difficulties in planning, decision-
making, emotional regulation, or future projection should therefore be inter-
preted within the broader structural contexts in which they emerge rather than as 
indicators of reduced individual capability. 

Within this framework, the case of La Réunion should not be regarded as an 
exceptional situation but rather as an illustrative example of how internationally 
documented psychological mechanisms may become intensified in overseas terri-
tories affected by structural inequalities, geographical insularity, and higher living 
costs. The territorial context highlights the importance of considering local socio-
economic conditions when interpreting psychological outcomes associated with 
poverty. 

The review also demonstrates that institutional environments constitute a cen-
tral component of the psychology of poverty. Welfare agencies, educational sys-
tems, healthcare services, and labour-market institutions influence not only access 
to material resources but also experiences of dignity, legitimacy, social participa-
tion, and trust. Consequently, institutional practices should be considered integral 
to psychological adaptation rather than merely external policy contexts. 

Beyond synthesizing recent literature, this review also proposes a conceptual 
contribution by integrating three psychological levels of analysis—cognitive pro-
cesses, identity construction, and institutional dynamics—within a single explan-
atory framework. While these dimensions have often been examined separately, 
considering their interactions provides a more comprehensive understanding of 
how poverty shapes psychological functioning across diverse social and territorial 
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contexts. 

8. Limitations 

This article has several limitations. First, it is a narrative synthesis based primarily 
on existing theoretical and empirical literature rather than on original empirical 
data. The proposed integrative framework therefore reflects the current state of 
knowledge without testing causal relationships directly. Second, although La Ré-
union provides a particularly relevant overseas case study, caution is warranted 
when transferring these conclusions to other overseas territories, whose institu-
tional arrangements, historical trajectories, and socio-economic conditions may 
differ substantially. Finally, further comparative empirical research would be val-
uable to examine how cognitive, identity, and institutional processes interact 
across different territorial contexts. 

Despite these limitations, the present synthesis contributes to the growing body 
of research advocating a contextual and multidimensional understanding of pov-
erty. By integrating cognitive psychology, social psychology, developmental psy-
chology, and institutional analysis, it offers a conceptual framework capable of 
informing both future research and professional practice. 

9. Conclusion 

Contemporary psychological research increasingly converges toward a contextual 
understanding of poverty, recognizing that many of its psychological conse-
quences reflect adaptive responses to constrained environments rather than indi-
vidual deficits. Integrating cognitive, identity, and institutional dimensions pro-
vides a more comprehensive framework for understanding how poverty shapes 
everyday functioning, psychological well-being, and future life trajectories. 

Throughout this review, poverty has been conceptualized not merely as insuf-
ficient material resources but as a multidimensional experience involving chronic 
cognitive load, social comparison, stigma, institutional interactions, and unequal 
access to opportunities. The illustrative case of La Réunion demonstrates how 
these internationally documented mechanisms may become particularly pro-
nounced in overseas territories characterized by structural inequalities, geograph-
ical insularity, and higher living costs. 

This integrative perspective carries several practical implications. First, simpli-
fying access to social benefits and reducing administrative complexity may help 
alleviate the cognitive burden experienced by economically vulnerable popula-
tions. Second, improving access to community-based mental-health services and 
reducing poverty-related stigma may encourage earlier help-seeking and 
strengthen psychological well-being. Third, educational, vocational, and youth-
support policies that acknowledge territorial constraints while expanding oppor-
tunities may reinforce young people’s capacity to aspire and participate fully in 
society. 

More broadly, these findings suggest that effective responses to poverty should 
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move beyond exclusively economic indicators to consider the cognitive, psycho-
logical, and institutional conditions that shape people’s everyday lives. Public pol-
icies that strengthen dignity, trust, participation, and equitable access to resources 
are likely not only to reduce material deprivation but also to improve psycholog-
ical well-being and social inclusion. 

Finally, future research should continue to explore the interactions between 
cognitive processes, identity development, and institutional environments across 
diverse socio-economic and territorial contexts. Such work may contribute to the 
development of more integrated public policies capable of addressing both the 
material and psychological dimensions of poverty. 

Future empirical studies should examine the proposed integrative framework 
using comparative data across overseas territories and mainland populations. 
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