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Abstract Labor market insecurities have been growing in Europe and previous research
has illustrated that unemployment and insecure jobs negatively affect individuals’ well-
being and health. Although empirical evidence suggests that these effects vary substan-
tially across different welfare states, we still know little about the moderating role of
specific labor market policies. Taking a cross-national comparative perspective, this article
investigates how passive and active labor market policies (PLMP, ALMP) as well as
employment protection legislation (EPL) shape the experience of unemployment and
insecure jobs. We complement micro data of round 1-6 (2002-2012) of the European
Social Survey with time-varying macro indicators of PLMP, ALMP, and EPL. The data
include about 89,000 individuals nested in 112 country-rounds and 26 countries respec-
tively. We apply three-level random intercept models as well as pooled linear regression
models including country fixed effects. The results show that labor market policies are
important in shaping the experience of unemployment, but are less relevant for workers in
insecure jobs. Specifically, higher unemployment benefit generosity buffers the negative
effects of unemployment on well-being but not health. Moreover, we discuss different
interpretations for the finding that higher ALMP expenditures are associated with more
negative effects of unemployment on well-being and health. With respect to EPL it is
found that in countries with high insider protection, deregulating the restrictions on the use
of temporary employment increases the negative effects of unemployment on well-being
and health.
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1 Introduction

Over the last three decades, the nature of work has strongly changed and labor market
insecurities have been growing in many European countries (Scherer 2009; OECD
1997, 2002). Against this background, social scientists across different disciplines have
examined the consequences of these changes for individuals’ well-being and health.
Specifically, research on the effects of unemployment on health (see Paul and Moser 2009;
Wanberg 2012 for reviews and meta-analyses) has been complemented by studies on the
consequences of temporary employment (see De Cuyper et al. 2008; Virtanen et al. 2005
for reviews and meta-analyses) and job insecurity (see De Witte 2005; Sverke et al. 2002
for reviews and meta-analyses) for workers’ well-being.

Despite having learned a lot about why unemployment, and to a lesser extent insecure
jobs, negatively affect individuals’ well-being, we know little about factors that buffer or
exacerbate these consequences. Only a small number of previous studies have taken a
cross-national comparative perspective and addressed the moderating role of welfare state
institutions such as passive and active labor market policies (PLMP, ALMP) as well as
employment protection legislation (EPL). From a policy point of view, it seems, however,
not only important to know that the negative effects of unemployment and insecure jobs
vary across different welfare states (e.g., Bambra and Eikemo 2009; Kim et al. 2012), but
also to identify which specific policies shape the experience of unemployment and insecure
jobs.

Among the studies that have examined the moderating role of welfare state institutions,
most have focused on PLMP that compensate for the income loss associated with unem-
ployment (see O’Campo et al. 2015 for a review). With few exceptions (e.g., Eichhorn
2014), these studies suggest that the negative effect of unemployment is buffered by more
generous unemployment benefits. Interestingly, this research does not, however, distin-
guish between workers in secure and insecure jobs, ignoring that PLMP may also reduce
the negative effects of job insecurity by reducing the anticipated costs of future unem-
ployment (e.g., Carr and Chung 2014; Scherer 2009). Bringing together the research on
unemployment and job insecurity seems important, because it has been suggested that the
growth of flexible employment has blurred the line between unemployment and employ-
ment. This not only raises the question whether insecure jobs have negative effects on
well-being and health that are similar to those of unemployment, but also to what extent
labor market policies, that have mostly been designed to tackle the latter, can shape the
experience of insecure jobs, too.

Moreover, we extend previous research by taking into account two additional labor
market policies. While unemployment benefits are arguably the most important policy,
other welfare state institutions are expected to shape the experience of unemployment and
job insecurity as well. Based on theories concerning why unemployment and insecure jobs
negatively affect well-being and health (Nordenmark and Strandh 1999), ALMP and EPL
are considered relevant. Training programs or job creation measures not only affect the
employability of unemployed individuals, but also may provide a functional equivalent to
employment (e.g., Carr and Chung 2014; Wulfgramm 2014). On the other hand, EPL
affects both the (re-) employment chances of labor market outsiders (i.e., unemployed,
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workers in insecure jobs) as well as the relation between permanent and temporary
employment. Where EPL for regular employment is low, differences by contract status
may be less important. We also extend previous studies (e.g., Scherer 2009) by differen-
tiating between EPL for regular employment and restrictions concerning the use of tem-
porary employment. This is important as the literature on deregulation has repeatedly
highlighted that many countries have reduced the latter, while leaving the protection for
workers in regular employment unchanged (e.g., Barbieri 2009).

To summarize, we address the following research questions: First, what are the effects
of unemployment and insecure jobs on well-being and health? Second, how do PLMP and
ALMP as well as EPL moderate these effects?

We address these questions by using micro data from round 1-6 (2002-2012) of the
European Social Survey (ESS). The ESS includes information on about 89,000 indi-
viduals nested in 112 country-rounds and 26 countries. The micro data are comple-
mented by time-varying macro indicators on labor market policies. In contrast to
previous studies, we distinguish between employees with permanent contracts and those
who have fixed-term contracts or no contract at all to allow for a differentiated inves-
tigation of the moderating effects of different labor market policies. Analyzing self-rated
health in addition to well-being also allows examining whether labor market policies are
able to affect less malleable outcomes, too. Moreover, comparing the moderating role of
PLMP, ALMP, and EPL within a single article, allows taking account of their interre-
lations. Methodologically, we estimate three-level random intercepts models to take
account of the nesting of individuals in country-rounds and countries (Schmidt-Catran
and Fairbrother 2016).

To examine the robustness of our results with respect to omitted variable bias at the
country-level, we also make use of the fact that the ESS includes almost all countries
repeatedly. Following two recent studies on the overall effect of different labor market
policies on well-being (Boarini et al. 2013; Ochsen and Welsch 2012), we estimate pooled
linear regression models with country and time fixed effects. These models only use
within-country changes in labor market policies over time to identify the moderating
effects of welfare state institutions on the well-being and health consequences of unem-
ployment and insecure jobs. This not only reduces problems of spurious correlation at the
country-level, but also has the advantage that cultural biases in subjective well-being or
health reports are mostly ruled out (Boarini et al. 2013).

The remainder of this article proceeds as follows: the next section addresses the
question why unemployment and insecure jobs should have negative effects on well-being
and health and, specifically, how these negative effects may be moderated by different
labor market policies. The following section presents the data, measures, and methods
followed by a discussion of the results. The last section summarizes the findings and offers
some concluding remarks.

2 Theory and Hypotheses

In the following, we outline a basic micro-macro model to derive hypotheses about the
moderating role of labor market policies. At the micro-level (Sect. 2.1), the previous
literature offers a great number of theoretical discussions about why unemployment and
job insecurity should have negative effects on well-being and health. Because a complete
review of these is beyond the scope of our article (see De Cuyper et al. 2008; De Witte
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2005; Ezzy 1993; Paul and Moser 2009; Strandh 2000; Sverke et al. 2002 for more detailed
discussions), we rely on a synthesis by Nordenmark and Strandh (1999). Based on this, we
explain in detail how different labor market policies are expected to either buffer or
exacerbate the well-being and health consequences of unemployment and insecure jobs
(macro-level, Sect. 2.2).

2.1 Unemployment, Insecure Jobs, and Well-Being and Health

Why should unemployment and insecure jobs negatively affect well-being and health?
Based on previous theories, Nordenmark and Strandh (1999) highlight two rewards of
employment that allow individuals to fulfill their socially defined needs: economic and
psychosocial. In societies where employment is the norm and represents the main source of
income, work is central to individuals’ identity and participation in society. Accordingly,
unemployment deprives individuals of these rewards and is therefore expected to nega-
tively affect individuals’ well-being.

Specifically, the income loss associated with unemployment not only requires indi-
viduals to adjust their standard of living, but also restricts the control over their own
situation and ability to plan ahead (Strandh 2000). For example, the lack of economic
resources is likely accompanied by increased stress, because individuals have to delay
important decisions (e.g., family formation). Moreover, the need to find gainful re-em-
ployment may transfer into social problems like leaving behind family and friends when
moving for a new job. Over time increased stress is also expected to accumulate into
physical illness. Additionally, physical health may be affected by decreases in health-
promoting and increases in health-damaging behavior (Korpi 2001). Besides its financial
consequences, job loss is also thought to deprive individuals of psychosocial benefits (e.g.,
Jahoda 1982). Jobs not only offer economic rewards, but also provide a major social role
that defines individuals’ social standing and identity. Accordingly, unemployed individuals
are often stigmatized as non-useful, which likely has negative effects on their self-esteem
and personal well-being.

Hypothesis 1 Compared with employment, unemployment has a negative effect on
individuals’ well-being and health.

The argumentation can also be adapted to explain why insecure jobs should nega-
tively affect well-being and health (e.g., De Witte 2005). First, it is often argued that
insecure jobs carry along a threat of unemployment meaning that workers perceive an
increased risk to lose the economic and psychosocial rewards of employment. The mere
uncertainty about whether one will be employed is also thought to have negative con-
sequences for workers’ well-being. Second, resolving the distinction between employ-
ment and unemployment emphasizes that insecure and secure jobs are likely associated
with different amounts of economic and psychosocial rewards. For example, compared
with permanent jobs, temporary jobs or jobs without any contract at all are by definition
accompanied by less predictability and controllability (De Witte 2005). This restriction
on individuals’ ability to control their own situation and plan ahead is also reinforced by
the lower remuneration of insecure jobs (Scherer 2009). Moreover, temporary employ-
ment is often considered as part of the labor market periphery, meaning that employers
are unlikely to invest in these employment relationships, for example, in the form of
continued training or opportunities for advancement (De Cuyper et al. 2008). In addition,
insecure jobs have been shown to be associated with less pleasant working conditions
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(e.g., support, working hours) negatively affecting workers’ well-being and health (De
Cuyper et al. 2008; Scherer 2009).

Hypothesis 2 Compared with secure jobs, insecure jobs have a negative effect on well-
being and health.

2.2 The Moderating Role of Labor Market Policies

How are these negative effects moderated by labor market policies? Following the pre-
vious literature (see O’Campo et al. 2015 for a review), it is reasonable to assume that the
design of unemployment benefits moderates the effects of both unemployment and inse-
cure jobs on well-being and health. It can be expected that the link between unemployment
and health is weaker in countries that provide generous unemployment benefits in terms of
coverage or eligibility, duration, and wage replacement. In these countries, most unem-
ployed individuals receive benefits that compensate for the income loss for a comparatively
long duration. Therefore, the unemployed are able to afford a search for adequate re-
employment meaning that they do not have to fear any lasting negative career conse-
quences. It is sometimes argued that higher generosity may exacerbate the negative effects
by lengthening the unemployment duration. However, longer durations due to higher
generosity may rather express choices and, thus, are unlikely to negatively affect well-
being.

Besides counteracting the loss of economic rewards and preserving individuals’ agency,
generous unemployment benefits may also reduce the stigma attached to unemployment
(e.g., Wulfgramm 2014). Moreover, unemployment benefits not only buffer the negative
effects of job loss, but also provide a kind of “collective resource” to the currently
employed (Sjoberg 2010: 1282). Specifically, the well-being of workers in insecure jobs
should improve knowing that they will receive benefits that more or less preserve their
standard of living. In other words, the threat of unemployment that accompanies insecure
jobs becomes less important given that the experience of unemployment is expected to be
less severe (Scherer 2009).

Hypothesis 3 The more generous the unemployment benefits, the weaker the negative
effect of unemployment on well-being and health.

Hypothesis 4 The more generous the unemployment benefits, the weaker the negative
effect of insecure jobs on well-being and health.

Few studies have moved beyond the moderating role of PLMP (see Wulfgramm 2014
for an exception). However, similar to unemployment benefits, ALMP are likely to shape
the experience of unemployment and insecure jobs. With respect to the highlighted micro-
level mechanisms, ALMP may improve unemployed individuals’ well-being and health in
two ways. First, training programs or job creation measures may offer a “functional
equivalent” to employment, providing, for example, “social contacts, ... a clear time
structure and ... the feeling of participating in a useful collective purpose” (Wulfgramm
2014: 261). Participating in these schemes should also equip the unemployed with a feeling
of control counteracting the restrictions on individuals’ agency. Second, in addition to
providing some of the social rewards of employment, ALMP counteract the loss of human
capital and improve unemployed individuals’ chances for quick and adequate re-em-
ployment. In return, higher perceived employability should have a positive effect on well-
being. However, if ALMP are also associated with lock-in effects, meaning that
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participants have no time for job search due to their program participation, the effects on
re-employment chances may also be negative.

Similar arguments apply to workers in insecure jobs experiencing an ongoing threat of
job loss. Specifically, ALMP should reduce insecure workers’ fears about not being able to
find adequate re-employment after becoming unemployed. To the extent that insecure
workers perceive such measures as effective (Carr and Chung 2014), ALMP should
decrease the negative effects of insecure compared with secure employment.

However, it has to be considered that the positive effects of training programs or job
creation measures are dependent on how closely they resemble regular employment, how
well they match participants’ needs, and how they are perceived. For example, Strandh
(2001) compared three measures including activation, vocational training, and workplace
participation. Only involvement in workplace participation showed the assumed positive
effects on well-being. Similarly, Gundert and Hohendanner (2015) show that the social
integration effects of One-Euro-Jobs, a last resort programme administered to recipients of
means-tested benefits in Germany, depend on participants’ own perceptions. It only
improves social integration for those unemployed who perceive participation as voluntary
and beneficial. Related to this, it has been highlighted that not all ALMP are alike and that
measures that have an enforcing character and are perceived as paternalistic may not
improve unemployed persons’ health (e.g., Wulfgramm 2014). Nevertheless, weighing the
different arguments we derive the following hypotheses.

Hypothesis 5 The more support through active labor market policies, the weaker the
negative effect of unemployment on well-being and health.

Hypothesis 6 The more support through active labor market policies, the weaker the
negative effect of insecure jobs on well-being and health.

So far, almost no studies have examined the moderating role of EPL (see Scherer 2009
and Ochsen and Welsch 2012 for exceptions) and the few available studies do not dis-
tinguish between the protection of regular employment and restrictions on the use of
temporary employment.1 However, it can be assumed that regulations governing the hiring
and firing of workers are important for how unemployment and insecure jobs are perceived
and, thus, affect well-being and health.

Specifically, economic theory argues that strict EPL for regular employment increases the
costs of firing and hiring workers and, therefore, reduces transitions into and out of unem-
ployment (Ochsen and Welsch 2012). Accordingly, the resulting longer unemployment
duration should be associated with more negative effects on well-being and health. First,
longer durations should increase financial insecurities, because, in most countries, unem-
ployment insurance benefits are replaced by unemployment assistance over time. Moreover,
personal and household savings will exhaust the longer the unemployment spell lasts.
Second, longer durations are also associated with greater stigma and lower chances of finding
adequate re-employment. Similar arguments apply with respect to insecure jobs. Strict EPL
for regular employment reinforces the distinction between labor market insiders (workers
with permanent contracts) and outsiders (temporary contract, no contract) (Scherer 2009).
Consequently, it can be expected that conversion rates from temporary to regular employ-
ment are lower in these countries. Anticipating that it will be difficult to find re-employment

! Boarini et al. (2013) examine the overall effects of EPL on well-being. They are, however, not able to
differentiate between employed and unemployed individuals or between workers with different contract
statuses.
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after job loss, the negative effect of insecure jobs on well-being is likely exacerbated.
Furthermore, strict EPL for regular employment should improve secure’ workers well-being
and, therefore, in addition, contribute to greater inequalities by contract status.

Hypothesis 7 The stronger the employment protection legislation for regular employ-
ment, the stronger the negative effect of unemployment on well-being and health.

Hypothesis 8 The stronger the employment protection legislation for regular employ-
ment, the stronger the negative effect of insecure jobs on well-being and health.

It is also reasonable to assume that in countries with strict EPL for regular employment
deregulating the use of temporary contracts exacerbates the negative effects of unem-
ployment and insecure jobs. In this case of a partial or target deregulation (Barbieri 2009),
becoming unemployed may not only be associated with longer unemployment durations,
but also with the risk of finding only temporary re-employment followed by cycles of non-
employment and temporary jobs. For workers in insecure jobs, the perceived negative
consequences of job loss increase accordingly. In other words, a so-called flexibilization at
the margins is assumed to result in a particularly strong cleavage between insiders and
outsiders.

Hypothesis 9 In countries with strong employment protection legislation for regular
employment, reducing the restrictions on the use of temporary employment, results in a
stronger negative effect of unemployment on well-being and health.

Hypothesis 10 In countries with strong employment protection legislation for regular
employment, reducing the restrictions on the use of temporary employment, results in a
stronger negative effect of insecure jobs on well-being and health.

3 Data and Methods
3.1 Micro Data

We draw on comparative micro data of round 1-6 (2002-2012) of the European Social
Survey (ESS).” The data are collected every two years and the majority of the 36 countries
participate repeatedly. The number of countries per round ranges from 22 in 2002 and 2014
to 31 in 2008. The data are based on random probability samples in each country and
round. The respective population of interest is all persons aged 15 and over residing within
private households (European Social Survey 2016: 7). We chose the ESS for three reasons.
First, compared with other international surveys, it is of very high quality (e.g., Kohler
2008; in 2005 the ESS won the Descartes Price of the European Union for its advance-
ments in survey research). Second, it is the only European survey that offers detailed
information on well-being, health, and employment status while simultaneously including
many countries repeatedly. This allows us to not only compare the effects of unemploy-
ment and insecure jobs across countries, but also to examine changes within countries over
time. Third, some previous studies on the moderating role of labor market policies have
used the ESS (e.g., Carr and Chung 2014; Scherer 2009; Wulfgramm 2014) allowing us to
interpret our findings in the context of their results.

2 We use the following integrated data files: ESS Round 1: Edition 6.4, ESS Round 2: Edition 3.4, ESS
Round 3: Edition 3.5, ESS Round 4: Edition 4.3, ESS Round 5: Edition 3.2, ESS Round 6: Edition 2.2.
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For our analyses, data from round 1-6 (2002-2012) are pooled and the sample is
restricted to employees and unemployed individuals aged 15-64 years.® Unfortunately, the
data do not allow identifying ALMP participants separately. In the results and conclusions
section, we discuss how this issue affects the interpretation of the findings about the
moderating role of ALMP. We focus on the 112 country-rounds from the 26 countries for
which we have complete micro and macro data providing us with information about 89,000
individuals. The selection of countries and country-rounds is motivated by the principle of
using as much information as possible. Supplementary material S1 describes in detail
which country-rounds are used for the analyses and why certain country-rounds have been
excluded. The average number of individuals per country-round is 797, ranging from 386
in Italy in 2012 to 1293 in Germany in 2010. Supplementary material S2 provides the
number of individuals for each country and round.*

3.2 Micro-level Variables

Table 1 provides an overview on the measurement of the micro- and macro-level variables
and Table 2 offers descriptive statistics on all micro-level variables. The key independent
variable of interest is employment status. We use respondents’ self-defined status to dif-
ferentiate between individuals who are employed and unemployed. Among the former, we
distinguish between workers in secure jobs having a contract of unlimited duration and
workers in insecure jobs. The latter are comprised of employees with a fixed-term contract
or no contract at all. Unfortunately, the data do not allow examining both groups sepa-
rately, but based on our theoretical arguments, employees who have no contract at all are
assumed to experience similar job insecurity as temporary workers.

The dependent variables well-being and health are based on self-reports. Specifically,
subjective well-being is measured using the following question “All things considered,
how satisfied are you with your life as a whole nowadays?” with answers on an 11-point
scale ranging from 0 “extremely dissatisfied” to 10 “extremely satisfied”. Global life
satisfaction scales have been shown to be valid, reliable, and sensitive to change such that
they are well-suited for our analyses (Diener et al. 2013). Specifically, they capture the so-
called cognitive component of individuals’ subjective well-being, that is, people’s judg-
ments about their life as a whole (Boarini et al. 2013). Moreover, Headey et al. (1993)
suggest that life satisfaction also represents an important dimension of mental health.

Self-rated health is measured by the question “How is your health in general?” with
answers ranging from 1 “very good” to 5 “very bad”. Research has repeatedly shown that
it is an independent predictor of mortality even after adjusting for a number of specific
health measures and other covariates known to be relevant (e.g., Idler and Benyamini
1997). For the analyses, the responses are grouped into a binary variable (1 = “very
good”, “good”; 0 = “fair”, “bad”, “very bad”). Supplementary material S2 presents the
average well-being and health for each country and round.

The analyses also control for variables that may confound the associations of unem-
ployment and insecure jobs with well-being and health. These variables were chosen

3 We excluded self-employed individuals, because the questions about contract status do not apply.
Moreover, the theoretical arguments with respect to the moderating role of labor market policies (e.g.,
unemployment insurance benefits, employment protection legislation) are mostly concerned with employ-
ees. For similar reasons, we also excluded family workers.

4 We cannot use round 7 (2014) of the ESS, because for this year we often have no data on our indicators for
unemployment benefit generosity and employment protection legislation. For round 6 (2012), we used
macro data from 2011 for some indicators allowing us to include 15 additional country-rounds.
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Table 1 Measurement of the micro- and macro-level variables. Sources: Own illustration

Variable Measurement

Micro-level variables

Dependent variables

Well-being Life satisfaction scale, Range: 0 = extremely dissatisfied —
10 = extremely satisfied

Health Self-rated health, 1 = Very good, good; 0 = fair, bad, very bad

Independent variables

Employment status 3 categories: 1 = secure job (permanent contract), 2 = insecure job (fixed-
term contract, no contract), 3 = unemployed

Sex 1 = female, 0 = male

Migration background® 1 = migration background, 0 = no migration background; based on
respondent’s and parents’ place of birth

Age In years

Education Completed full-time education in years

Past unemployment 3 categories: 1 = Never unemployed (>3 months), 2 = Unemployed (>3

to <12 months),
3 = Unemployed (>12 months)

Father’s education 3 categories according to ISCED: 1 = ISCED 0-1, 2 = ISCED 2,
3 = ISCED 3, 4 = ISCED 4-6
Mother’s education 3 categories according to ISCED: 1 = ISCED 0-1, 2 = ISCED 2,

3 = ISCED 3, 4 = ISCED 4-6
Macro-level variables®
Unemployment rate Unemployment rate in percent

Benefit generosity Index = average net replacement rate x benefit duration in percent of
48 months, range: 0 = no benefits — 100 = full replacement for
48 months or longer

Passive labor market Expenditure per unemployed as percent of GDP per capita
policies (PLMP)

Active labor market policies Expenditure per unemployed as percent of GDP per capita
(ALMP)

Employment protection OECD EPL indicators for regular and temporary employment (version 1),
legislation (EPL) range: 0 = unregulated — 6 = highly regulated

 Person is considered to have a migration background if born abroad or if born in country and both parents
were born abroad, ® References to the macro data are given in supplementary material S3

assuming that they affect both workers’ risk to experience unemployment or insecure jobs
as well as their well-being and health. Besides socio-demographics such as sex, migration
background, and age, we control for individuals® years of education, past unemployment
experiences, and their social origin.

Migration background is a binary measure based on three questions about the respon-
dents’ and parents’ country of birth. Individuals are considered to have a migration
background if they were born abroad or if they were born in the country, but both parents
were born abroad. Previous research also has shown that past unemployment may increase
the risk of future unemployment or insecure jobs as well as have medium- to long-term
negative effects on individuals’ health (e.g., Strandh et al. 2014). Not controlling for past
unemployment, therefore, likely results in an overestimation of the negative effects of
current unemployment and insecure jobs. Specifically, we distinguish between workers
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Table 2 Descriptive statistics on

the micro-level variables. Sour- Mean/Percent Sh
ces: European Social Survey,
round 1-6 (2002-2012), 26 Dependent variables
countries, 112 country-rounds. Well-being 6.98 2.16
Own calculations Health 0.77
Independent variable
Employment status
Secure job 0.73
Insecure job 0.15
Unemployed 0.12
Control variables
Female 0.49
Migration background 0.11
Age 40.94 11.52
Years of education 13.41 3.78
Past unemployment
Never unemployed (>3 months) 0.65
Unemployed (>3 to <12 months) 0.20
Unemployed (>12 months) 0.15
Father’s highest level of education
ISCED 0-1 0.28
ISCED 2 0.21
ISCED 3 0.33
ISCED 4-6 0.18
Mother’s highest level of education
ISCED 0-1 0.30
ISCED 2 0.28
ISCED 3 0.29
Table 1 provides details about ISCED 4-6 0.13

the measurement

who have never been unemployed for more than three months and those who have either
experienced short-term unemployment (between 3 and 12 months) or long-term unem-
ployment (12 months or more) in the past. Social origin is measured by the educational
qualifications of the parents using the International Standard Classification of Education
(ISCED) and distinguishing between four groups respectively (ISCED 0-1, 2, 3, 4-6).

We do not control for variables such as living with a partner, being married, or having
children. Although these variables are often included in related research, they may be
regarded as consequences of unemployment or insecure jobs such that holding these factors
constant is likely to result in over control bias.

3.3 Macro-level Variables

We complement the ESS with time-varying indicators about unemployment rates, unem-
ployment benefit generosity, expenditures on PLMP and ALMP as well as EPL. Refer-
ences to these data are given in supplementary material S3. Table 3 provides descriptive
statistics on the macro-level variables for each of the 26 countries.
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Because previous research has shown that the effects of unemployment and insecure
employment may vary with countries’ economic situation (e.g., Buffel et al. 2015; Scherer
2009), the analyses will include the harmonized unemployment rate taken from the Key
Indicators of the Labour Market (KILM) of the International Labour Organization (ILO).
Specifically, two different ways have been suggested in which the unemployment rate may
moderate the experience of unemployment and insecure jobs (e.g., Oesch and Lipps 2013).
First, high aggregate unemployment may increase the negative effects of unemployment
and insecure jobs, because of the poor prospects for re-employment. Second, the negative
effects of unemployment may be buffered for unemployed individuals during poor macro-
economic conditions, because unemployment can be attributed to external reasons. For
workers in insecure jobs, higher unemployment rates may also buffer the negative effects
as they may be happy to have a job at all, especially in a situation where there is a concrete
threat of unemployment (Scherer 2009).

Information on unemployment benefit generosity is taken from the Comparative Wel-
fare Entitlement Data 2 (CWED 2) by Scruggs et al. (2014). These include information
about net replacement rates and unemployment benefit duration in weeks.” The latter are
re-expressed in percent of 48 months meaning that countries that offer unlimited duration
or a duration of 48 months or more have a value of 100. To measure benefit generosity we
follow Wulfgramm (2014) and construct an index that multiplies the average of the net
replacement rates for two household types (i.e., single and family) with the benefit duration
in percent of 48 months. This index takes values between O and 100.

Another measure of decommodification that has been used (Eichhorn 2014; Wulfgramm
2014) is the expenditure on PLMP including out-of-work income maintenance and support.
Specifically, we measure how much a country spends on PLMP per unemployed as a
percentage of GDP per capita. This measure is used for a robustness check. It not only
covers unemployment insurance, but also unemployment assistance. However, compared
with the benefit generosity index, it is less clear what aspects of decommodification are
captured by it.

Similarly, to assess how much support the unemployed receive through ALMP, we
consider the expenditure on ALMP per unemployed as a percentage of GDP per capita.
The latter includes, for example, expenditure on training, employment incentives, and job
creation (Eurostat 2013: 13-23). Expenditure data are taken from OECD and Eurostat.
These measures are standardized by the number of unemployed and the GDP per capita to
make sure that they are not mere reflections of countries’ macro-economic conditions and
take account of different levels of welfare across countries.

Information on EPL is taken from OECD (Venn 2009). For a few Central and Eastern
European (CEE) countries, the OECD indicators have been complemented by information
from Avdagic (2015) who scored CEE countries following the OECD approach. For the
analyses, we focus on version 1 of the EPL indicators for regular and temporary
employment. The indicator for regular employment is constructed from a number of items
that capture different aspects of job security provisions (e.g., severance pay, advance
notification) and varies between O (unregulated) and 6 (regulated). The indicator for
temporary employment is based on items that reflect the types of work for which these
contracts are allowed as well as their duration (e.g., maximum number of successive fixed-
term contracts, number of renewals of temporary work agency assignments) and also varies
between 0 (unregulated) and 6 (regulated).

5 For the calculation of the replacement rates an average production worker who is 40 years old and has
been working 20 years before unemployment is assumed.
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3.4 Methods

To test our hypotheses we estimate two kinds of models. The first are linear random-
intercept models with three levels. Following the recommendations of a recent simulation
study on how to model random effects in “comparative longitudinal data” (Schmidt-Catran
and Fairbrother 2016: 23), we assume that individuals i are nested within country-rounds ¢
and countries ¢.® The model can be written as follows

P Qo P 0
Veti = ﬁO + ﬁt + Z ﬁpocti + Z ﬁqucr + Z Z ﬂqupcticht + Ve + Ut + €t (l)
p=1 q=1

p=1 g=1

where y.; reflects an individual i’s well-being or health in country-round ¢ and country c.
The fixed part of the model includes the following terms: a grand average f3,, round fixed
effects f,, in order to capture common unobserved time-varying variables (e.g., common
economic shocks), P individual-level variables X,.;, such as employment status, and Q
time-varying country-level variables Z,.,, including the different labor market policies. In
addition, it includes cross-level interactions X,.;;Z,., to assess how the effects of individ-
ual-level variables, like employment status, are moderated by the time-varying labor
market policies indicators. The random part consist of the three error terms v, (country-
level), u. (country-round-level), and e, (individual-level).

The second kinds are pooled linear regression models that include country fixed effects
in addition to round fixed effects. To take account of the nesting structure, standard errors
have been clustered at the country-level. Including country dummies results in a model that
only uses the within-country variation in labor market policies over time to estimate their
moderating effects. We, thereby, reduce problems concerning omitted variables bias at the
country-level. For example, if stable social policy traditions affect both the arrangement of
different labor market policies as well as the well-being consequences of unemployment
and insecure jobs, estimates for the effects of labor market policies may be biased.
Moreover, concerns about the cross-national comparability of subjective measures of well-
being and health are reduced, as comparisons are made within countries over time (e.g.,
Boarini et al. 2013).

Note that we use linear models for both outcomes, the ordinal measure of well-being
and the binary indicator of self-rated health. Following the previous literature (e.g.,
Eichhorn 2014; Wulfgramm 2014), we treat the 11-point life satisfaction scale as a cardinal
measure of subjective well-being. Ferrer-i-Carbonell and Frijters (2004) suggest that
assuming cardinality or ordinality makes little practical difference and the results of the
linear models are readily interpretable. For our binary health measure, we estimate linear
probability models instead of logistic or probit regression models, because the coefficients
can be interpreted on the probability scale. Especially for the interpretation of interaction
effects, linear models imply, in contrast to non-linear regressions, a straightforward
interpretation.

To increase the interpretability of our results the macro-level variables have been
centered and standardized to unit variance. Similarly, the continuous micro-level variables

¢ Actually, Schmidt-Catran and Fairbrother (2016) recommend a model where country-rounds are cross-
classified within countries and rounds, and individuals are nested in country-rounds (Model F in their text).
This model includes random effects at the country-, round-, and country-round-level. However, they also
state that round-level random effects can be omitted if no round-level fixed effects are included in the model
(p. 26, Model D in their text). Moreover, if round fixed effects are included, as in our specification, model D
and F are the same.
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age and years of education have been centered and squared terms have been added to the
models to allow for non-linear effects on well-being and health.

4 Results
4.1 Well-Being

Table 4 reports the results of a series of linear random intercept models. The intra class
coefficient of the empty model (not shown) indicates that about 19 percent of the variance
in life satisfaction is observed at the country and country-round level. This suggests that
well-being varies substantially across welfare states. In line with hypothesis 1 as well as
previous studies (Wulfgramm 2014), we find that unemployed individuals have, on
average, about a one scale point lower life satisfaction compared with workers in secure
jobs (model 1). This estimate is already adjusted for all individual-level control variables
as well as round fixed effects.” For workers in insecure jobs, the negative effect is smaller,
but still practically and statistically significant. Workers who have a temporary contract or
no contract at all, on average, have a 0.2 scale point lower well-being compared to those
with permanent contracts (model 1). This confirms hypothesis 2 and is also consistent with
previous findings (e.g., Scherer 2009). Overall, the effect of unemployment is five times
larger than the effect of insecure jobs, suggesting that being employed is particularly
important for individuals’ well-being.

Models 2—4 test our hypotheses about the moderating role of PLMP, ALMP, and EPL.
The positive cross-level interaction of being unemployed with benefit generosity suggests
that higher unemployment benefits buffer the negative effect of unemployment on well-
being (model 2). A one standard deviation increase in benefit generosity is predicted to
reduce the negative effect by about 0.16 scale points. In contrast, for insecure jobs the
interaction coefficient is small and not statistically significant. Figure 1 illustrates these
findings by plotting the respective average marginal effects with 90% confidence intervals
(y-axis) against the standardized benefit generosity indicator (x-axis).

The flat line for insecure jobs shows that higher unemployment benefits do not alleviate
the negative effect of having a temporary contract or no contract at all. In contrast, for the
same person becoming unemployed in a country with a benefit generosity of one standard
deviation below the mean, as compared to a country with one standard deviation above the
mean, makes a difference of about 0.3 scale points in the negative effect on well-being.
Given an average effect of about one scale point this equals a 30% reduction. Thus, while
hypothesis 3 can be confirmed, hypothesis 4 has to be rejected.

For ALMP we find no moderating effect on the effect of having an insecure job on well-
being (hypothesis 6). However, model 2 suggests that higher spending on ALMP is
associated with a more negative effect of unemployment. Specifically, a one standard
deviation increase in ALMP is predicted to increase the negative effect on well-being by
about 0.17 scale points. Assuming that ALMP participants are mostly included among the
unemployed, this finding contradicts hypothesis 5 and suggests that higher ALMP
expenditure exacerbates the negative effect of unemployment. However, if one assumes
that ALMP participants are mostly included with the employed, the same finding may be
interpreted more positively. In this case, in countries or country-rounds with higher ALMP

7 We focus on the coefficients of interest in Tables 4, 5, 6 and 7. Tables including the full results are
available in supplementary material S4.
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Table 4 Linear random intercept models (dependent variable: well-being, scale points). Sources: European
Social Survey, round 1-6 (2002-2012); Tables 1 and 3 provide details about the macro data. Own

calculations
Model 1 Model 2 Model 3 Model 4
b se b se b se b se
Individual-level variables
Employment status (Ref.: Secure
job)
Insecure job —-0.22 (0.02) —-0.22 (0.02) —-0.20 (0.03) —0.23 (0.03)
Unemployed —-0.97 (0.02) —-0.98 (0.02) —0.90 (0.03) —0.97 (0.04)
Control variables v v v 4
Round fixed effects v v v 4
Country-level variables
Unemployment rate —0.23 (0.04) —-0.20 (0.04) —-0.18 (0.04)
Benefit generosity 0.13  (0.07) 0.17 (0.08) 0.13  (0.08)
ALMP expenditure 0.05 (0.06) 0.07 (0.06) 0.07 (0.06)
EPL regular —0.26 (0.09)
EPL temporary 0.06 (0.06) 0.04 (0.06) 032 (0.12)
High EPL regular —0.05 (0.27) —-0.10 (0.27)
High EPL regular * EPL temporary —0.39 (0.15)
Cross-level interactions
Insecure job * unemployment rate —0.00 (0.02) —-0.00 (0.02) —-0.01 (0.02)
Unemployed * unemployment rate —0.04 (0.02) —-0.05 (0.02) —-0.07 (0.02)
Insecure job * benefit generosity 0.01 (0.03) 0.01 (0.03) 0.02 (0.03)
Unemployed * benefit generosity 0.16 (0.03) 0.14  (0.03) 0.19 (0.03)
Insecure job * ALMP expenditure —-0.02 (0.03) —-0.02 (0.03) —-0.02 (0.03)
Unemployed * ALMP expenditure -0.17 (0.03) -0.17 (0.03) —-0.17 (0.03)
Insecure job * EPL regular 0.00 (0.02)
Unemployed * EPL regular 0.03 (0.02)
Insecure job * EPL temporary —0.02 (0.02) —-0.02 (0.02) —-0.09 (0.04)
Unemployed * EPL temporary 0.02 (0.03) 0.08 (0.03) —0.12 (0.05)
Insecure job * High EPL regular —0.03 (0.04) —0.02 (0.04)
Unemployed * High EPL regular —0.16 (0.05) -0.11 (0.05)
Insecure job * High EPL regular * EPL 0.10 (0.04)
temporary
Unemployed * High EPL regular * EPL 0.27 (0.05)
temporary
Constant 6.95 (0.18) 6.96 (0.14) 6.96 (0.20) 7.08 (0.20)
Variance components
Variance (country) 0.70  (0.20) 046 (0.14) 045 (0.13) 045 (0.13)
Variance (country-round) 0.05 (0.01) 0.03 (0.01) 0.03 (0.01) 0.03 (0.01)
Variance (individual) 3.58 (0.02) 3.57 (0.02) 3.57 (0.02) 3.57 (0.02)
N (individuals) 89,242 89,242 89,242 89,242
N (country-rounds) 112 112 112 112
N (countries) 26 26 26 26

See Table 1 for a list of the individual-level control variables
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Table 5 Pooled linear regression models (Dependent variable: well-being, scale points). Sources: European
Social Survey, round 1-6 (2002-2012); Tables 1 and 3 provide details about the macro data. Own

calculations
Model 5 Model 6 Model 7 Model 8
b se b se b se b se
Individual-level variables
Employment status (Ref.: Secure
job)
Insecure job —0.21 (0.04) —-0.22 (0.04) —-0.21 (0.04) —0.23 (0.04)
Unemployed —1.01 (0.09) —0.99 (0.08) —0.93 (0.09) —1.00 (0.08)
Control variables v 4 4 v
Round fixed effects v v 4 v
Country fixed effects v 4 4 v
Country-level variables
Unemployment rate —0.25 (0.08) —0.20 (0.07) —-0.18 (0.07)
Benefit generosity 0.07 (0.06) 0.13 (0.07) 0.09 (0.06)
ALMP expenditure —0.00 (0.05) 0.02 (0.05) 0.02 (0.05)
EPL regular —0.32 (0.13)
EPL temporary 0.05 (0.08) 0.06 (0.09) 036 (0.11)
High EPL regular
High EPL regular * EPL temporary —0.43 (0.13)
Cross-level interactions
Insecure job * unemployment rate —0.01 (0.02) —-0.02 (0.02) —-0.03 (0.02)
Unemployed * unemployment rate —0.05 (0.04) —-0.06 (0.04) —0.09 (0.05)
Insecure job * benefit generosity 0.01 (0.04) 0.00 (0.05) 0.02 (0.04)
Unemployed * benefit generosity 0.19 (0.09) 0.18 (0.12) 0.23 (0.11)
Insecure job * ALMP expenditure —0.01 (0.03) —-0.01 (0.03) —-0.01 (0.03)
Unemployed * ALMP expenditure —-0.19 (0.12) —-0.20 (0.13) —0.20 (0.11)
Insecure job * EPL regular 0.01 (0.03)
Unemployed * EPL regular 0.05 (0.08)
Insecure job * EPL temporary —0.02 (0.04) —-0.01 (0.04) —-0.08 (0.06)
Unemployed * EPL temporary 0.03 (0.07) 0.08 (0.08) —0.11 (0.10)
Insecure job * High EPL regular —0.03 (0.07) —0.01 (0.06)
Unemployed * High EPL regular —-0.12 (0.20) —-0.07 (0.18)
Insecure job * High EPL regular * EPL 0.11 (0.06)
temporary
Unemployed * High EPL regular * EPL 0.25 (0.15)
temporary
Constant 7.61 (0.06) 7.57 (0.09) 7.58 (0.11) 7.56 (0.11)
N (individuals) 87,162 87,162 87,162 87,162
N (country-rounds) 109 109 109 109
N (countries) 23 23 23 23

Standard errors clustered by countries; See Table 1 for a list of the individual-level control variables
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Fig. 1 Average marginal effects of unemployment and insecure jobs on well-being dependent on
unemployment benefit generosity. Notes: The standardized unemployment benefit generosity indicator
ranges from —1.2 (GB 2008) to 2.6 (BE 2010) in the data. Figure is based on model 2 in Table 4. Sources:
European Social Survey, round 1-6 (2002-2012), 26 countries, 112 country-rounds; Tables 1 and 3 provide
details about the macro data. Own calculations

expenditure the unemployed are likely composed of individuals who have not been acti-
vated and who may be negatively selected in terms of their well-being and health.

With respect to EPL for regular employment (EPLR), we expected that a stricter pro-
tection increases the differences between labor market insiders and outsiders (hypothesis 7
and 8), resulting in more negative effects of unemployment and insecure jobs on well-
being. The results of model 2, using the time-varying EPLR indicator, suggest that the
extent of job security provisions does not moderate these effects. The respective interaction
coefficients are close to zero and not statistically significant. However, to test our
hypotheses about the effects of partial deregulation, we also generated a time-constant
indicator distinguishing countries with low EPLR compared to those with high EPLR
(High EPL regular in Table 4).® Repeating the analyses for model 2, using the time-
constant EPLR indicator, yields somewhat different results (see model 3). In countries with
high EPLR, the negative effect of unemployment on well-being is about —0.16 scale points
larger than in countries with low EPLR. For insecure jobs, the results are consistent across
model 2 and 3, providing evidence against hypothesis 8. For unemployment, the results,
however, depend on the measurement of EPLR, with the time-constant indicator giving an
estimate that is in line with hypothesis 7.

Model 4 tests our hypotheses about partial deregulation by including a three-way-
interaction between employment status, the high EPLR indicator, and the time-varying
indicator about restrictions on the use of temporary employment (EPLT). Our main interest
is in the coefficients for the three-way-interactions reflecting the differences in the mod-
erating effects of EPLT in countries with low and high EPLR.

To facilitate the interpretation of the results, Fig. 2 plots the average marginal effects of
unemployment and insecure jobs on well-being against the standardized EPLT indicator.
As can be seen from Fig. 2, these effects differ in countries with low and high EPLR.

8 This variable was created by grouping countries by their median sample EPLR. Countries with a median
EPLR below/above the overall median are defined, respectively, as low/high EPLR countries.
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— — — unemployed, low EPLR
insecure jobs, low EPLR
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I
[6)]
1

Fig. 2 Average marginal effects of unemployment and insecure jobs on well-being dependent on
employment protection legislation for regular and temporary employment. Notes: The standardized EPL for
temporary employment indicator ranges from —1.5 (Ireland 2002) to 3.4 (Greece 2002) in the data. Figure is
based on model 4 in Table 4. Sources: European Social Survey, round 1-6 (2002-2012), 26 countries, 112
country-rounds; Tables 1 and 3 provide details about the macro data. Own calculations

In line with hypothesis 9, deregulating the restrictions on the use of temporary
employment, that is moving in the negative direction on the standardized EPLT indicator,
increases the negative effect of unemployment on well-being in countries with high EPLR,
but not in those with low EPLR. In the latter, deregulation even has a buffering effect with
respect to the negative well-being consequences of unemployment. The difference in the
moderating effect of EPLT for countries with low and high protection of insiders is given
by the coefficient of the three-way-interaction term in Table 4, model 4 (0.27).

For the effects of insecure jobs the pattern is similar. However, given that in countries
with high EPLR the moderating effect of EPLT is almost zero, the finding is only partly in
line with hypothesis 10. The positive interaction coefficient is mostly driven by the fact
that in countries with low EPLR deregulating the restrictions on the use of temporary
employment buffers the negative effect of insecure jobs on well-being.

Across models 2—4, we also find a negative moderating effect of the unemployment rate
on the effect of unemployment, suggesting that individual unemployment has more neg-
ative consequences for well-being if aggregate unemployment is high. This result is at odds
with the idea that unemployment hurts less if there is more of it around (e.g., Oesch and
Lipps 2013).

To test the robustness of these findings, Table 5 reports the results of the analyses using
pooled linear regression models including country and round fixed effects (models 5-8).
Note that these models are based on 23/109 instead of 26/112 countries/country-rounds,
because the three countries that have not been observed repeatedly (see Table 3) do not
contribute to the estimates of the moderating effects of labor market policies.

Overall, the point estimates are very similar to those reported for the linear random
intercept models. Therefore, we only shortly summarize the main findings. Higher
unemployment benefit generosity buffers the negative effects of unemployment, but is of
little importance with respect to the well-being consequences of insecure jobs. We also find
a negative moderating effect for ALMP (model 6). As for the multi-level analyses, the
effect of EPL for regular employment (EPLR) depends on the measurement. Only the time-
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constant indicator (model 7) gives a point estimate in line with hypothesis 7, stating that a
stricter protection of labor market insiders increases the negative effect of unemployment
on well-being. For insecure jobs, the effects are once more small and not statistically
significant.”

With respect to the partial deregulation hypotheses, the analyses including country fixed
effects confirm the findings of the linear random intercept models. For unemployment, we
find that deregulating the restrictions on the use of temporary employment (EPLT)
increases its negative effects in countries with high EPLR, but alleviates the well-being
consequences in countries with low protection for insiders. For insecure jobs, the positive
interaction coefficient is rather due to the buffering effect of deregulation in countries with
low EPLR.

4.2 Health

Table 6 presents the results for the linear random intercept models. The intra class coef-
ficient of the empty model (not shown) indicates that about 6 percent of the variance in
health is observed at the country and country-round level. Compared with well-being, this
suggests that cross-national differences in self-rated health are smaller than those in life
satisfaction, but still practically and statistically significant.

To test hypothesis 1 and 2, model 1 includes the employment status variable as well as
the individual-level control variables and round fixed effects. Compared with workers in
secure jobs, unemployed individuals, on average, have an about 7.3 percentage point lower
probability to be in very good or good health. In contrast, workers in insecure jobs have an
only about 1.3 percentage point lower probability of reporting very good or good health.
This is in line with hypotheses 1 and 2 as well as confirms the findings for well-being,
showing that unemployment is associated with more negative consequences compared with
insecure jobs.

Model 2 includes the macro-level variables and the respective cross-level interactions
between employment status and labor market policies. In contrast to our findings for well-
being, the results reveal no positive moderating effect of benefit generosity for the effect of
unemployment on health. Hypothesis 3 can, therefore, only be confirmed for life satis-
faction. One interpretation may be that unemployment benefits are more conducive to the
psychological than the less malleable, physical aspects of health and that well-being is
more closely related to the former.

In line with the analyses on well-being, higher expenditures on ALMP increase the
negative effect of unemployment on health. A one standard deviation increase in spending
per unemployed increases the negative effect on health by about 2.4 percentage points.
However, as for well-being this result may be interpreted differently (see above and
conclusions section).

Considering EPLR, the results for both the time-varying (model 2) and time-constant
indicator (model 3) are in line with hypothesis 7, stating that a stricter protection for labor
market insiders is associated with more negative effects of unemployment on health. A one
standard deviation increase in EPLR is predicted to increase the negative effect of
unemployment on health by about 1 percentage point (model 2) and in countries with a
high EPLR the negative effect of unemployed is increased by about 2.9 percentage points
(model 3). For the effect of insecure jobs, the EPLR again seems to be of little importance.

® Note that we cannot estimate a “main effect” for high EPLR. This is due to the fact that the model
includes country fixed effects.
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For the restrictions concerning the use of temporary employment (EPLT), the moderating
effect differs between countries with low and high protection for insiders. Specifically, in
high EPLR countries, a standard deviation decrease (deregulation) in EPLT is predicted to
increase the negative effect of unemployment on health by about 1.7 percentage points
(= —0.027 4 0.044) while in countries with low protection for insiders the negative effect
is expected to be alleviated by about 2.7 percentage points (model 4). In contrast to the
findings for well-being, the coefficient of the three-way-interaction term for insecure jobs
is, however, not statistically significant. For the control variable, unemployment rate, the
results are opposite to the findings concerning well-being meaning that higher aggregate
unemployment reduces the negative effect of individual unemployment on being in very
good or good health.

Looking at the point estimates of the pooled linear regression models including country
and round fixed effects, we find very similar results. Table 7 presents the respective
models. Similar to the linear random intercept models, the only practically significant
moderating effects are found for unemployment.

Based on within country changes in labor market policies, model 6 suggest no buffering
effects of benefit generosity, but a negative moderating effect of expenditures on ALMP.
Also for the analyses concerning the EPL for regular employment (EPLR) and the partial
deregulation, the results of the linear random intercept models are mostly confirmed.

Before concluding, we briefly report on some additional robustness checks. First, we
tested whether our results are affected by influential country-rounds and countries by re-
estimating a specific model many times and deleting each country-round or country once.'’
Concerning the analyses excluding each country-round once, we find that our results are
quite robust and that the estimates for the cross-level interactions vary only slightly.
However, for the analyses excluding each country once (all country-rounds of the respective
country are excluded), we find that the positive buffering effect of unemployment benefit
generosity depends on the inclusion of Portugal. Similarly, the negative moderating effect
of high EPLR depends on Germany being included."' Second, we tested whether the results
for benefit generosity are sensitive to measurement. Using the expenditure on PLMP per
unemployed as a percentage of GDP growth per capita as an alternative indicator (see
Table 1 for definitions), we do not find a positive moderating effect of higher benefit
generosity on the effect of unemployment on well-being. Moreover, we find an alleviating
effect of higher benefit generosity for the negative effect of insecure jobs on health. The
implications of these robustness checks will be discussed in the next section.

5 Conclusion

This article complements previous research on the effects of unemployment and insecure
jobs on well-being and health as well as the moderating role of labor market policies (e.g.,
Carr and Chung 2014; Eichhorn 2014; Wulfgramm 2014; Scherer 2009). Specifically, it

19 We used Model 3 from Table 4 for these robustness checks, because many of our substantive conclusions
are based on this model.

""" A detailed examination of the data shows that the positive moderating effect of benefit generosity
decreases after excluding Portugal, because, on average, Portugal’s country-rounds combine a medium to
high benefit generosity with small negative effects of unemployment on well-being. Similarly, the negative
moderating effect of high EPLR vanishes after excluding all country-rounds of Germany, because they
combine a high EPLR with large negative effects of unemployment on well-being.
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examines how unemployment and insecure jobs affect life satisfaction and self-rated health
and highlights to what extent differences in PLMP, ALMP, and EPL can explain cross-
national variation.

Drawing on micro data from round 1-6 of the European Social Survey (2002-2012) and
using harmonized information for more than 89,000 individuals, the results reveal that both
unemployment and insecure jobs have negative effects on well-being and health. In par-
ticular, the effect of unemployment is about five times larger than the effect of having only
a temporary contract or no contract at all. This suggests that unemployment still represents
the greater threat to workers’ well-being and health (e.g., Gebel and VoBemer 2014).
Complementing the micro data with time-varying macro indicators, the analyses, however,
also show that the negative effects of unemployment and less so insecure jobs vary with
welfare states’ institutional arrangements.

In line with previous research (see O’Campo et al. 2015 for a review), we find that
generous unemployment benefits can buffer the negative effects of unemployment on well-
being substantially. This result also holds if we only focus on within-country changes in
benefit generosity and, thereby, eliminate time-constant unobserved heterogeneity between
countries. This is important, because it reduces concerns about the cross-cultural compa-
rability of subjective well-being (Boarini et al. 2013). However, we do not find a positive
moderating effect in the analyses concerning self-rated health, suggesting that labor market
policies may work better with respect to the psychological than the physical aspects of
health.

In contrast to previous studies (e.g., Carr and Chung 2014; Scherer 2009), we also do
not find that unemployment benefits are able to mitigate well-being and health inequalities
within the workforce, that is, between workers in secure and insecure jobs. This may have
several reasons. For example, Carr and Chung (2014) focus on subjective employment
insecurity, while we examine differences by contract status. Another reason may be dif-
ferences in the selection of countries. For instance, Scherer (2009) only focuses on 16
Western European countries. Given these different findings, an advantage of the present
article is that it provides comparable estimates for the effects of unemployment and
insecure jobs as well as how they are moderated by using the same data and methods.

Moving beyond research that focuses on PLMP, we complement the few previous
studies (Carr and Chung 2014; Wulfgramm 2014) that have examined the moderating role
of ALMP. We show that ALMP are of little importance for the negative effects of insecure
jobs on well-being and health (see Carr and Chung 2014 for a different result). The results,
however, also reveal that the negative effects of unemployment on well-being and health
increase in countries with higher spending on ALMP. Assuming that ALMP participants
are mostly included among the unemployed, this finding, although consistent across dif-
ferent models, is at odds with our theoretical arguments that emphasized the positive
aspects of activation in terms of providing a “functional equivalent” to work and the
increased employability associated with investments in unemployed individuals’ skills.

However, we also discussed that previous research shows that these positive effects are
dependent on how closely, for example, job creation measures resemble regular employ-
ment or whether the unemployed perceive that the received training really helps them to
compete on the labor market. Thus, negative moderating effects of ALMP may also be
explained by the fact that ALMP involve forcing elements and may be perceived as
paternalistic. An additional, more positive explanation for the negative coefficients of the
cross-level interactions may be that higher ALMP expenditure works well resulting in a
selective pool of unemployed individuals who have not yet been activated and have lower
well-being as well as worse health. Unfortunately, our data do not allow us to disentangle
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these issues higlighting the need for comparative data that include information on par-
ticipation in active labor market programs. The one previous study which has examined the
role of ALMP finds that higher expenditures have either a small buffering effect (model
without other cross-level interactions) or no effect at all (model with adding a cross-level
interaction for benefit generosity) (Wulfgramm 2014). Thus, more evidence needs to be
accumulated, before the moderating role of ALMP on the effects of unemployment on
well-being and health can be assessed.

Lastly, we also find that EPL. may moderate the negative effects of unemployment on
well-being and health. Specifically, we provide empirical evidence for our expectations
that the negative effect of unemployment is stronger in countries with a stricter protection
of labor market insiders. Distinguishing between job security provisions for workers in
regular employment and the restrictions on the use of temporary employment, we also find
that deregulating the latter exacerbates the negative effects of unemployment, but only in
countries with high EPLR. This result is in line with concerns that a partial deregulation or
a flexibilization at the margins may have resulted in a particularly strong cleavage between
insiders and outsiders (Barbieri 2009).

Although our results indicate the importance of labor market policies, the following
limitations have to be considered. First, similar to other cross-national comparative studies,
our micro-level analyses are based on cross-sectional data making a causal interpretation of
the effects of unemployment and insecure jobs difficult (e.g., Gebel and VoBlemer 2014).
Specifically, our estimates may be biased, because of issues of reverse causality and
selection on unobserved characteristics. As our focus is on the moderating role of labor
market policies, we, however, use panel data and a country fixed effects approach at the
macro-level to take account of time-constant unobserved heterogeneity between countries.
Second, some of the results are sensitive to measurement as well as the inclusion of
specific countries. For example, we do not find a positive moderating effect of unem-
ployment benefit generosity when using an expenditure-based indicator for PLMP. This
result highlights that the ambiguous findings of previous studies (e.g., Eichhorn 2014 finds
no positive moderating effect; Wulfgramm 2014 finds a positive moderating effect) may, in
part, be explained by different measurements. However, we consider the results using the
benefit generosity index as more reliable, given that it is clear what aspects of generosity it
reflects. Similarly, the negative moderating effect of high EPLR for the effect of unem-
ployment on well-being depends on whether a time-varying or time-constant indicator is
used. Moreover, robustness checks suggest that some effects depend on specific countries
being included in the analyses pointing to another source for ambiguous findings across
different studies. Third, our article highlights the need for better macro indicators. For
example, information on the amount of money spent on ALMP confounds the quantitative
and qualitative aspects of the underlying measures.

Nevertheless, this study illustrates the role of labor market policies in shaping the
experience of both unemployment and insecure jobs. Complementing studies on the
moderating role of PLMP, with analyses on ALMP and EPL, therefore, seems to be a
valuable avenue for future research. It provides a more comprehensive picture on how
welfare states intervene to reduce inequalities in well-being and health. One line of
research that allows addressing these issues further would be to examine how different
labor market policies combine to alleviate the negative effects of unemployment and
insecure jobs on well-being and health.
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