Chapter 9
Flexicurity, Job Insecurity, and Well-Being
in European Labor Markets

Tomas Berglund

9.1 Introduction

European labor markets have since the 1980s often been described as “sclerotic” by
critics who believe that these economies are stagnating in comparison to important
global competitors. The labor markets in Europe are seen as too rigid because of the
extensive social protection which could hamper necessary flexibility in a global
economy where both job destruction and job creation are accelerating (Sapir 2006).
Job protection is said to slow down employers’ adaptation to market changes, and
generous unemployment benefits are believed to make the unemployed more
choosy, thus prolonging their time in unemployment and increasing minimum
wages. Unemployment rates therefore reach a higher level compared to less regu-
lated labor markets, such as the United States.

However, not everyone agrees on this negative description of European labor
markets. Generous welfare states and regulated labor markets have also been a great
success in reducing poverty, equalizing living conditions, and humanizing working
life. Nonetheless, Europe is not a homogenous region and there are great variations
among countries on many important indicators, for example, GDP per capita or
unemployment rate. Northern Europe, and more specifically the Scandinavian
countries, is usually ahead on these. Other European countries, especially in Eastern
Europe, fare worse.

During the past decade, there has been a rather intensive debate as to whether
social protection necessarily contradicts flexibility in the labor market and the econ-
omy. Or, the other way around, is flexibility always something that destroys social
security? At the centre of this debate is the proposal of “flexicurity”, a concept
combining the words flexibility and security (Wilthagen and Tros 2004). It was first
used in the Netherlands in the mid-1990s in a discussion of the necessity to flexibil-
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ize the labor market by reducing job protection for permanent employees and at the
same time improve the protection of temporary workers (Wilthagen 1998). Later in
the nineties, it was also used to describe the institutional characteristics of the labor
market in Denmark, where a whole flexicurity system has been established
(Jgrgensen and Madsen 2007). Its main features are very liberal employment pro-
tection legislation, combined with generous unemployment benefits and extensive
use of active measures for the unemployed (e.g., training, subsidized jobs). In 2007,
the European Commission also drew attention to the concept and in a so-called
Communication recommended the member states pay attention to principles of
flexicurity (European Commission 2007).

A main message of flexicurity proponents is that job protection should be
replaced by employment security. In this regard, one should not create policies that
secure particular jobs, but instead facilitate the creation of new jobs and transitions
of the labor force to them. The labor force should in this way still enjoy the security
of staying employed, but not necessarily in the same jobs. Paradoxically, a flexicu-
rity system could therefore result in higher levels of job insecurity for employees.
However, the negative effects of job insecurity should be mitigated by generous
unemployment insurance (UI) and extensive use of active labor market measures,
besides a flourishing economy in general where new jobs are available.

This chapter will focus on the central aspect of job insecurity and its relationship
to well-being. The question we will try to answer is whether the labor market insti-
tutions emphasized in the flexicurity discourse have significance in mitigating job
insecurity and its presumed negative effects on well-being. In our research, we used
a cross-European data set — the European Working Conditions Survey — and an ana-
lytic strategy called multilevel regression analysis. In this way, the impact of factors
belonging to the individual level and the contextual level can be differentiated.

In particular, national institutional factors related to employment protection leg-
islation, unemployment insurance, and active labor market policies, beside the gen-
eral state of the economy indicated by unemployment level, occupy the centre of
attention in this chapter. In the next sections, we will discuss some of the theoretical
issues concerning job insecurity, well-being, and labor market institutions, then
present our research data, methods, and results. The chapter will end with a discus-
sion of the relevance of labor market institutions to mitigate the problems of job
insecurity and related ill health. Does flexicurity show promise in this regard?

9.1.1 Job Insecurity and Well-Being

In modern societies, paid work is the most important factor behind the capacity of
individuals to fend for themselves and their households. Other income sources can
in some circumstances replace a wage or salary: for example, support from family
and friends, savings, income from capital, or benefits from the welfare state.
However, these sources are often of limited duration. Furthermore, a job is more
than just the manifest function of generating economic means; a job also creates a
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sense of meaningfulness and social belonging. These are examples of what Marie
Jahoda (1982) calls a job’s latent functions.

Job insecurity has to do with the risk of losing the job, and as mentioned, it is
a threat with potential serious consequences for employees. The policy idea of
flexicurity — to increase job insecurity (decrease job protection) and facilitate
transitions between jobs — may thus, from an employee perspective, look like a
rather risky endeavor.

The concept of job insecurity has several meanings in social science. Usually, a
first distinction is made between objective and subjective job insecurity (De Witte
2005; Sverke et al. 2002). The first has to do with the objective risk of a job loss, for
example, because of the temporary character of a job contract or lay-off decisions in
an organization. Subjective job insecurity, on the other hand, is the employee’s per-
ception of the risk of losing the job. This subjective perception does not need to be
a correct assessment of the situation. It may be a judgment made on the basis of
wrong information or colored by a feeling of being at risk. However, an employee’s
assessment of the risk has been shown to have a rather strong relationship to the
objective risk of losing the job (Dickerson and Green 2012).

It is also possible to separate between different aspects of the concept of subjec-
tive job insecurity. Some researchers distinguish between cognitive and affective
job insecurity (Anderson and Pontusson 2007; Borg and Elizur 1992; Huang et al.
2010). The cognitive refers to individuals’ assessment of the risk of losing the job
and the affective to emotional reactions to the perceived risk, where worries are a
typical response. This distinction makes it possible to understand that perceived
risks of a job loss are not always accompanied with fears or worries. Or, conversely,
that worries of a job loss are not always combined with a direct perceived threat.

However, other researchers regard these aspects as more intermingled and
emphasize that individuals’ judgments are colored by subjective factors of how the
situation is perceived (De Witte 2005). One essential factor in this regard is whether
they have any means to handle the particular situation or whether they are only vic-
tims of the circumstances. Greenhalgh and Rosenblatt (1984) stress that the ability
to cope with a threatening situation is related to the emotional reaction to it: If we
perceive a threat and find no means to handle it, our worries will be intensified.

One factor that can enable workers to cope with job insecurity is if job alterna-
tives exist in the external labor market (De Cuyper et al. 2008). In the flexicurity
paradigm, this is referred to as employment security. For example, Berglund et al.
(2014) show that the assessment of good possibilities to find an equal or better job
in the labor market reduces worries of losing the present job (affective job insecu-
rity). Furthermore, the strong connection between an employee’s assessment of the
risk of losing the job (cognitive job insecurity) and worries connected to a job loss
is reduced when the employee sees opportunities in the external labor market.

What effects are attributed to job insecurity? Research shows that job insecurity
is related to phenomena such as organizational commitment, turnover intention, and
job dissatisfaction (Sverke et al. 2002; Cheng and Chan 2008). Of central impor-
tance in the present context is that job insecurity is also related to health and
well-being. One explanation for this is that job insecurity works as a serious stressor
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in (working) life (De Witte 2005; Vulkan 2012). Job insecurity implies a threat to a
sustainable life situation by the potential loss of the manifest and latent functions of
a job (Jahoda 1982). This threat may be more severe if the employee has limited or
no means to cope with the situation.

The core question in the present study is whether the institutional context of a
country, that is, the rights and resources that residents are entitled to and which are
provided by national authorities, can also serve as a means to cope with the expected
adverse effects of job insecurity on well-being.

9.1.2 Labor Market Institutions

In the literature of flexicurity, and in particular in the description of the flexicurity
system of the Danish labor market, the metaphor of a “Golden Triangle” has been
used (OECD 2004: 97-98; Bredgaard et al. 2005). The three corners of the triangle
represent the central pillars of the system. One corner represents the very flexible
character of the labor market with liberal employment protection legislation.
Employers therefore have very few obstacles when it comes to layoffs. This creates
numerical flexibility which results in high mobility flows to and fro employment
(Berglund et al. 2010).

The second corner represents the social protection that the welfare state pro-
vides. Especially emphasized is the generous UI policy in Denmark. In the mid-
2000s, it compensated up to 90 % of the previous wage (although with a ceiling),
with a duration up to 4 years (Berglund et al. 2010: 239ff.). An important side effect
of the generous Ul is that it made employees and unions in Denmark more ready to
accept a low level of job protection in the labor market (Bredgaard et al. 2005: 24ff).

The third corner in the triangle represents investment in active labor market poli-
cies. These measures have the purpose of reducing the negative impact of unem-
ployment by activating the unemployed in their job search efforts and adapting the
human capital of the unemployed to the demand in the labor market by providing
vocational training. However, active labor market policies were a rather late piece in
the Danish arsenal to combat unemployment (Lindvall 2010: 153ff). They were
introduced in the beginning of the 1990s and were essential in the efforts to bring
down the high level of unemployment at that time.

In summary, the Danish flexicurity system implies high levels of mobility in the
labor market and in this regard a high level of objective job insecurity. However, for
employees this insecurity is compensated for by generous unemployment benefits
and active measures that help unemployed back to work. From a theoretical point of
view, these compensating institutions may reduce the negative impact of job insecu-
rity, for example, on well-being. In this chapter, we will test whether these are rea-
sonable expectations by relating different countries’ relevant institutional
characteristics to subjective job insecurity and well-being. The analysis in the fol-
lowing three sections will focus on 26 European countries, as we describe the
variations across the countries with regard to these institutions.
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9.1.2.1 Employment Protection Legislation

As an indication of how employment protection legislation (EPL) differs among the
countries, we use the OECD indices on the strictness of EPL. The index is a sum-
mation of three different features of the legislation (Venn 2009). The first feature
indicates which rules have to be taken into account when employees with perma-
nent (no time limit) contracts are fired. Relevant examples are rules about notice
periods or special grounds for dismissal. The second feature concerns rules in the
case of collective layoffs, for example, if the public employment office has to be
given notice. The third feature is a focus on the rules regarding temporary contracts,
for example, in which types of work these are allowed and what is the maximum
duration. These aspects of EPL have been weighted and combined by OECD into
one overall indicator (Fig. 9.1).

The indices in Fig. 9.1 range between 0 and 6, where higher numbers indicate
stricter legislation. The figure shows a rather large variation in protection among
the countries. At the low end are the UK and Ireland with liberal legislation. If we
had included more OECD countries, we would have found the US with the lowest
index (0.65) together with other Anglo-American countries. In the European con-
text, Denmark has a relatively liberal legislation — in line with the flexicurity
expectation. Strict legislation is found in many Mediterranean countries such as
Spain and Portugal, and the strictest legislation among the presented countries is
that of Luxemburg.
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Fig. 9.1 Employment protection legislation, 2008. Overall strictness. OECD Version 2 (Main
source: OECD (2010), “Employment Protection Legislation: Strictness of employment protection
legislation: overall”, OECD Employment and Labour Market Statistics (database). doi: 10.1787/
data-00317-en (Accessed 14 March 2013). For Bulgaria, Latvia, Lithuania, and Romania, the
source is Sabina Avdagic, Causes and Consequences of National Variation In Employment
Protection Legislation In Central And Eastern Europe, ESRC project RES-061-25-0354)
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9.1.2.2 Passive Labor Market Policies

The use of unemployment benefits and other measures to reduce the economic
consequences of unemployment also varies among countries, and the construc-
tion of the UI has great consequences for the generosity of the benefits. The
rules can vary with respect to eligibility, on the compensation rate, and how long
one can continue to receive the benefit. In the present context, a rather crude
indicator will be used. It is the expenditure on passive labor market policies
(PLMPs) as percentage of GDP. However, PLMPs also include costs for early
retirement for labor market reasons, beside the costs of unemployment insur-
ance. In some countries (Belgium, Poland, and Slovakia) early retirement con-
stitutes a substantial share of the passive measures, but not in most of the
countries, although Denmark has a rather high figure (23 % of the costs of pas-
sive measures in 2010).

Figure 9.2 shows the expenditure on passive measures as percentage of GDP for
2010. The highest proportions of expenditure are found in Spain and Ireland, two
countries that were hit very hard by the financial and Euro crises. Greece is another
of the countries in crisis, although with much lower spending on passive measures.
Denmark, together with the other flexicurity country, the Netherlands, is found in
the upper end of the diagram. At the low end are the UK, Poland, and the Czech
Republic. Sweden, a country historically known for its generous social spending, is
also found towards the lower end, to a large extent because of changes and cuts in
its Ul in 2007 (Bengtsson and Berglund 2012).
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Fig. 9.2 Passive labor market policies as percentage of GDP, 2010 (Source: Eurostat databases)
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9.1.2.3 Active Labor Market Policies

Active labor market policies (ALMPs) refer to measures that activate the unemployed
during their unemployment spell. Some measures are intended to stimulate job search
efforts, others to improve or change the human capital of unemployed persons by
vocational training. Sometimes the measures directly create or subsidize jobs for the
unemployed. In the present analysis, we use an overall indicator of ALMPs, which, as
previously, refers to expenditures on ALMPs as percentage of GDP.

Figure 9.3 shows that Denmark and Belgium are the countries with the highest per-
centage spending on ALMPs. However, two other Nordic countries, Finland and
Sweden, are also found at the top. In many ways, ALMPs can be said to be a Nordic
invention; in Sweden, they were already in use in the late 1950s to facilitate the restruc-
turing of the economy (Bonoli 2010). It was not until the 1990s that ALMPs became
more widespread in Europe. In some countries the political will to use ALMPs is more
modest. This is the case for many Eastern European countries as well as the UK.

9.1.3 Expected Significance of Labor Market Institutions
for Job Insecurity and Well-Being

Let us now return to the question of the significance of these institutions — EPL, PLMPs,
and ALMPs — for employees’ perceptions of job insecurity and well-being. Which
expectations would be reasonable with regard to how they might affect employees?
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A starting point is to turn to institutional theories and their perspectives on how
institutions affect actors. Institutions are usually defined as “the rules of the game,”
the formal or informal rules that constrain and make social interaction more predict-
able (Hall and Soskice 2001: 9; North 1991). Actors are believed to develop cogni-
tions, norms, and evaluations in relation to institutions. They often have knowledge
about how the institutional rules are working and develop normative expectations of
appropriate behavior in relation to them. Furthermore, institutions can be contested
by the actors; that is, do they serve the actors in the pursuit of valued goals?

The institutional perspective gives a rationale to believe that the institutional
order in different countries may affect individuals’ assessments and affective
responses to their situation in the labor market. For example, the existence of
employment protection legislation may influence how one assesses the risk of los-
ing a job. For example, in the Swedish legislation there is a well-known rule of “last
in, first out” when collective layoffs take place. This should make seniority an
important factor behind the assessment of the risk — which is actually the case
(Berglund et al. 2014). However, what does the research say about the effects of
EPL, PLMPs, and ALMPs on actors, and in particular, employees?

Employment protection legislation has long been a subject of discussion, espe-
cially the consequences of EPL for employers’ firing and hiring decisions (Skedinger
2008; OECD 2010). The general view among researchers is that strict EPL slows
down both hiring and firing, with the consequence that those already employed are
relatively protected but the unemployed have difficulty getting new employment.
However, if temporary employment is allowed, it can work as an alternative way for
employers to obtain flexibility and lead to a greater use of these contracts. A possi-
ble consequence is therefore a dualization of the labor market with relatively pro-
tected jobs in a core, but higher levels of job insecurity in the periphery of employees
with temporary contracts.

Following this reasoning, several consequences of EPL are expected in relation
to subjective job insecurity, and ultimately to well-being. Firstly, the strictness of
EPL is expected to correlate negatively with subjective job insecurity; that is, the
higher the protection, the less perceived job insecurity. Secondly, EPL and employ-
ment contracts may interact, implying higher levels of job insecurity among tempo-
raries in labor markets with strict EPL than in markets with more liberal legislation.
A third potential effect is related to the significance of employment security (the
security of having job options in the labor market). Following the flexicurity for-
mula, employment security becomes more important to reduce job insecurity in
labor markets with liberal EPL than in labor markets with stricter EPL.

The generosity of passive measures, especially Ul, may also be important for job
insecurity and well-being. Generally, UI is believed to have significance for the
unemployed in that generosity can prolong the unemployment spell (Layard et al.
1991; OECD 2010). However, there are researchers that believe that Ul affects the
employed as well. Sjoberg (2010) argues that the UI works as any other insurance
and reduces feelings of economic vulnerability in case of a job loss. Following this
reasoning, it is possible that the generosity of passive measures (PLMPs) reduces
subjective job insecurity. Furthermore, job insecurity and generosity of PLMPs may
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also interact in that the negative impact of job insecurity on well-being becomes less
strong, the higher the spending on PLMPs.

When it comes to active labor market policies (ALMPs), it is much harder to
predict any conclusive relationships that it can imply for employees. In the flexicu-
rity literature, ALMPs are believed to affect the behavior of the unemployed
(Bredgaard et al. 2005). On the one hand, a motivation effect increases the search
effort of unemployed persons because the measures they are assigned to during the
unemployment spell are not perceived as so positive and a new job can be a way to
escape those measures. On the other hand, the measures can improve (or decrease
the erosion of) the human capital of the unemployed by vocational training. In the
present context, however, governmental spending on ALMPs may also work as a
signal to employees that efforts are going to be made by the state to reduce the nega-
tive effects of unemployment. This may also reduce feelings of job insecurity and
improve well-being.

Is there any support for these expectations in previous research? Anderson and
Pontuson (2007) find a clear negative relationship between the strictness of EPL
and job insecurity, while Erlinghagen (2008) cannot confirm this relationship and
Sjoberg (2010) does not find any relationship between EPL and well-being either.
However, Chung and Van Oorschot (2011) show that EPL and employment con-
tracts interact in relation to job insecurity in an unexpected way, indicating a smaller
impact of the employment contract (permanent or temporary) on job insecurity
when EPL is stricter.

Anderson and Pontuson (2007) also find that the generosity of UI reduces the
worries of losing a job. However, the same significance is not found for ALMPs.
Sjoberg (2010) finds a significant impact of the generosity of UI on subjective well-
being. He also discovers that the generosity of the Ul and unemployment experi-
ences among employees interact, showing less significance of unemployment
experience on well-being in countries with a more generous UI.

Erlinghagen (2008) do not find any relationship between social spending (which
includes the UI) and job insecurity. The only higher-level relationship that is found
is to the long-term unemployment rate (the higher the rate of unemployment, the
greater the risk of job insecurity). Similar results are shown in Esser and Olsen
(2012), who reveal a significant relationship between job insecurity and the unem-
ployment rate. Chung and Van Oorschot (2011) only find weak support for the sig-
nificance of labor market policies when the impact of economic conditions are
controlled for (employment rate and GDP growth rate).

This brief overview thus shows mixed results concerning the significance of the
labor market institutions pointed out as vital for the flexicurity formula. No straight-
forward answer is given to the question whether employment protection legislation
decreases job insecurity or spending on active and passive measures can compen-
sate for reduced security. However, less ambiguous are results showing that unem-
ployment increases insecurity in the labor market. Consequently, this is an important
factor to consider when evaluating the significance of labor market institutions. We
now turn to our own analysis of these matters.
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9.2 Method

The data used in this chapter are from the European Working Conditions Survey
2010 (EWCS 2010) administered by Eurofound, Dublin.! Data were collected in 34
European countries, although in the following analyses only 26 countries are
included (Norway and “EU 27" except Cyprus and Malta). The restriction of coun-
tries is due to missing data on the national level for some of the indicators. The
general purpose of the survey is to provide data on working conditions; it uses ran-
dom sampling of persons above 15 years residing in the country and employed in
the reference week. Achieved sample sizes vary between 1,000 and 4,001 (Eurofound
2010).

In the present study, we used multilevel regression methods. These methods
are appropriate when data are nested and exist on different levels (Hox 2002). In
this case two levels are considered. The first is the individual level, which mea-
sures characteristics of the individual. The second level is country, which con-
stitutes the context for individuals, that is, individuals are nested within
countries. In the following analyses, we expected that variations in national
contexts, for example, regarding the strictness of employment protection legis-
lation, could affect the inhabitants’ perceptions of their job insecurity and
well-being.

9.2.1 Dependent Variables: Job Insecurity and Well-Being

Job insecurity was measured by responses to the following statement in EWCS: 1
might lose my job in the next 6 months. The respondent had five options, from
“strongly agree” to “strongly disagree.” In terms of the foregoing theoretical dis-
cussion, this indicator may in the first instance be regarded as a measure of cogni-
tive job insecurity (Berglund et al. 2014). However, we were not able to control
for the affective element of job insecurity, which makes it most safe to look at as
an indicator of subjective job insecurity, including both cognitive and affective
elements.

As mentioned, the second dependent variable of interest is well-being. In the
EWCS questionnaire, the WHO-5 Well-Being Index developed by the World Health
Organization is used to measure mental well-being (McDowell 2010). Five state-
ments are given about the respondents’ mood: if they are cheerful and in good spir-
its, feel calm and relaxed, etc. There are six response alternatives which range from
“All of the time” to “At no time”. The items are summated into a scale ranging
between 0 and 25 (x=0.88).

'For more information: http://eurofound.europa.eu/ewco/surveys/
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9.2.2 Independent Variables

Following the logic of multilevel analysis, independent variables on both individual
and country level were used. On the individual level, variables present in the ques-
tionnaire and known from previous research to be related to job insecurity or well-
being were considered for the models (Berglund et al. 2014; Erlinghagen 2008;
Niaswall and De Witte 2003; Vulkan 2012). In the end, however, only ten variables
with statistically significant relationships were kept in the final regression models.

Beside standard variables such as gender, age, contract (permanent vs. tempo-
rary), sector (private vs. public), and occupational group, the individual-level model
analyzing job insecurity includes indicators of influence and social support in the
work situation. Furthermore, a variable measuring economic hardship is included,
indicated by the question: Thinking of your household’s total monthly income, is
your household able to make ends meet? Six answering alternatives are provided,
ranging from “Very easily” to “With great difficulty.” An index measuring somatic
complaints is used, measuring backache, muscular pains in shoulders, neck and/or
upper limbs, and muscular pains in lower limbs («=0.72). The last variable in the
model measures employment security by the question: If I were to lose or quit my
current job, it would be easy for me to find a job of similar salary. The respondent
could agree or disagree, on a five-point scale.

Concerning well-being, almost the same model is used except for some changes.
First, neither employment contract nor sector showed any significant relationships
to well-being and were therefore excluded from the analysis. Secondly, two new
variables were introduced. The first measuring work-life balance: In general, do
your working hours fit in with your family or social commitments outside work very
well, well, not very well, or not at all well? The second question asks about demands
in the work situation: Over the last 12 months how often has it happened to you that
you have worked in your free time in order to meet work demands? The respondent
could answer whether that happened nearly every day, once or twice a week, once
or twice a month, less often, or never. A third change is that the variable measuring
job insecurity also is included in the analysis.

The second level in the analysis includes variables indicating contextual charac-
teristics of the countries. The first is employment protection legislation: the OECD
summated index that is used as an indicator (see note 1). The second and third vari-
ables are the expenditures on passive or active labor market policies as percentage
of GDP (Source: Eurostat, see above). Beside these theoretically central variables,
unemployment level in 2010 is also included to control for the situation in the
national labor markets (Eurostat data). This is especially important when it comes
to the spending on PLMPs and ALMPs. The size of the spending is obviously
related to the unemployment level and is therefore necessary to control for in the
models. Beside unemployment level, GDP per capita have also been tested, although
without showing any significant effect on either job insecurity or well-being. The
variable is therefore left out of the models.
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9.3 Results

The following analyses focus on the variation in job insecurity and well-being in 26
European countries. Figures 9.4 and 9.5 show the mean values of these variables. A
first observation is that the variation among countries seems greater for job insecu-
rity than for well-being. Countries with high levels of job insecurity are often found
in Eastern Europe. Norway and Denmark have the lowest levels; for well-being, the
same two countries are top scorers, together with Ireland, while many Eastern
European countries exhibit the lowest levels.

9.3.1 Individual-Level Factors

Proceeding with the regression analysis, Table 9.1 shows a null model and an indi-
vidual level (Model 1) without country-level variables present. Focusing first on
job insecurity and the impact of the independent variables in Model 1, we find
several expected relationships. The most important factors are temporary employ-
ment and economic hardship. Both have rather large positive impact on subjective
job insecurity (increasing insecurity). Other factors to notice are that both influ-
ence and social support in the work situation reduce job insecurity. Furthermore,
employment security, that is, perceived good opportunities in the labor market,
reduces job insecurity.
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Fig. 9.4 Job insecurity: mean values on a 0—4 scale (Source: EWCS)
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Table 9.1 Job insecurity and well-being: individual-level predictors
Dependent: job insecurity Dependent: well-being
Null model | Model 1 Null model | Model 1
Individual level:
Job insecurity (0—4) —0.273%**
Employment security (0—4) —0.063%%** 0.187**
Gender (Male = 0) —0.057#%** —0.423%%*
Age category (55- ref)
-24 0.193%* 0.659%*
25-34 0.219%** 0.299+
35-44 0.1627%* 0.081
45-54 0.158%* -0.121
Temporary contract 0.689%**
(Permanent=0)
Public sector (Private =0) —0.296%***
Occupational category (Manual
workers ref)
Managers 0.005 —0.874%%%*
Professionals —0.127%%%* —0.907#*%*
Semiprofessionals —0.096%*%*%* —0.717%%*
Service workers —0.040+ —0.247%%*
Work-life balance (0-3) 0.730%**
‘Work demands (0—4) —0.178%***

(continued)
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Table 9.1 (continued)

Dependent: job insecurity Dependent: well-being

Null model | Model 1 Null model | Model 1
Influence (0—4) —0.084*%** 0.293%%#%*
Social support (0-8) —0.046%%* 0.444%#%%*
Economic hardship (0-5) 0.140%** —0.671%#%*
Somatic complaints (0-3) 0.052%:#* —0.840%**
Intercept 0.072 —-0.046 —-0.085 0.467
Variance:
Individual level 1.390 1.158 24.378 19.504
Country level 0.177 0.109 1.374 0.320
ICC 0.113 0.053
-2LL 72,110.379 | 68,212.780 135,676.692 | 13,0931.749
Reduction -2LL 3,888.768%** 4,744.943 %%
n:
Individual level 22,731 22,478
Country level 26 26

Unstandardized coefficients. Mixed-effect multilevel regression with maximum likelihood
estimation
Levels of significance: +p<0.10; **p<0.01; ***p<0.001

Due to the large numbers in the analysis (n=22,731), there are also many more
or less trivial significant results, for example, the effect of gender. However, before
concluding that these factors are trivial in explaining job insecurity, one has to con-
sider that there are also national variations in the size of the coefficients. In some
countries, therefore, the impact may be stronger and in others weaker or even going
in an opposite direction. In the present analysis, only the coefficients of gender,
occupational group, and somatic complaints do not show any statistically significant
country variation. This means that the other coefficients can be both stronger and
weaker in the different countries. What is shown, therefore, is an average (fixed)
effect of the variables in the population of countries.

The null model decomposes the total variance of the dependent variable into
individual-level and country-level variance (Hox 2002: 15). This makes it possible
to estimate how much of the total variance is related to the country level — approxi-
mately 11 % in the present case. However, some of this variance may be due to how
the samples are composed in different countries, for example, how frequent tempo-
rary contracts are. This may affect the general level of insecurity in a country. Model
1 controls for many of such effects; about 38 % of the country-level variance is
explained by the insertion of individual-level variables.

Focusing on the other dependent variable, well-being (Table 9.1), Model 1 indi-
cates the importance of several individual-level variables. The strongest impact is
found for the variables social support and economic hardship. The first variable is
related to an increase in well-being and the other to a decrease of it. Other important
variables are somatic complaints (reducing well-being) and work-life balance
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(increasing well-being). Furthermore, both influence in the work situation and work
demands have impact in expected directions. Occupational category is also an
important variable, although less expected. Managers and professional categories
have considerably lower well-being than manual workers. There are also small
effects of gender and age.

Both job insecurity and employment security have an impact on well-being in
expected directions. Job insecurity decreases well-being while employment security
works in the other direction. This means that if an employee finds opportunities in
the labor market, the negative effects of job insecurity on well-being may be
reduced. It is important to emphasize that this model includes many important fac-
tors behind well-being, for example, the somatic status of the respondent. The vari-
ables measuring security and insecurity, therefore, withstand a rather hard test and
still show unique effects on well-being.

As for variation in coefficients among countries, only gender and occupational
category do not display significant country-level variance. In general, however, less
variation in well-being (5 %) is due to differences among countries compared to the
previous analysis (see null model). Furthermore, much of this variation is a compo-
sitional effect — approximately 77 % is explained by the individual-level variables
controlled for in Model 1. This implies that there is not much variance left to explain
by country-level variables. However, one has to consider that the countries studied
here are rather affluent in a global perspective, and more country-level variation
would most certainly appear if less rich countries had been included.

9.3.2 Country-Level Factors

We now turn to the significance of the country-level variables — the strictness of
employment protection legislation (EPL), the investments in passive and active
labor market policies, and the general unemployment level in the countries. Table 9.2
shows the results for both job insecurity and well-being. Focusing first on job inse-
curity, Model 2 shows the impact of each of the variables separately but with control
for the individual-level variables. Both unemployment level and investments in
ALMPs are statistically significant and related to an increase respectively a decrease
to the level of job insecurity in the country. For example, if the unemployment level
increases five percentage points, the predicted rise in general perceptions of job
insecurity (the country-level intercept in the analysis) will be 0.22 on a 0—4 scale.
In Models 3 and 4, the country-level variables are analyzed together within the
same model. However, PLMPs and ALMPs are analyzed separately because of very
high internal correlation. In Model 3, PLMPs are statistically significant beside the
unemployment rate. It implies a reduced level of job insecurity with increased
expenditures of PLMPs. This relationship, however, only appears under control of
the unemployment rate, which can be explained by a correlation between unem-
ployment level and spending on PLMPs. When this correlation is controlled for, a
unique effect of PLMPs appears which probably has to do with the generosity of the
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benefits. The significance of ALMPs still remains in Model 4, indicating that invest-
ment in ALMPs is also related to decreased levels of job insecurity.

Focusing on well-being, statistically significant relationships are found to both
PLMPs and ALMPs, but not to EPL and the unemployment rate. And both coeffi-
cients go in the same direction: spending on labor market policies are related to
increased levels of well-being in the countries.

9.3.3 Cross-Level Interactions

The last step of the analysis is to check whether any of the country-level variables
affect the impact of individual-level variables on job insecurity and well-being (so-
called cross-level interactions). Following the theoretical considerations, three vari-
ables on the individual level are in focus: employment security, employment
contract, and job insecurity — the last variable only in relation to well-being. The
results are presented in Table 9.3.

Focusing on job insecurity, interactions were found for two of the institutional
variables. Model 5 shows the interaction between employment protection legisla-
tion (EPL) and employment security. It indicates that the negative impact of employ-
ment security — employees’ perceived possibilities to find another job in the labor
market — on job insecurity is reduced, the stricter the employment protection. In
substance, this implies that employment security does not reduce job insecurity so
much in countries with strict EPL, but is very important in countries with liberal
labor legislation.

As for temporary contracts, we expected that the strictness of EPL would increase
the effect of temporary contracts on job insecurity. The results in Model 6 confirm
this expectation. However, a less expected result is that investments in ALMP also
seem to add to the difference between permanent and temporary employees with
respect to job insecurity (Model 7). In Model 8, all the interactions are analyzed
together in the same model. The results are still valid.

We continue with the other dependent variable — well-being — where interaction
effects are also revealed. Investment in labor market policies, especially in PLMPs,
reduces the negative effect of job insecurity on well-being. A possible interpretation
is that a generous Ul makes the risk of unemployment less of a stressor for
employees.

9.4 Concluding Discussion

In today’s globalized markets, companies and organizations seem to strive for flex-
ibility, that is, to be able to change production in relation to upturns and downturns,
consumer preferences and technological innovations. Every hindrance to flexibility
is believed to affect companies negatively in the global competition, and politically
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one can find a pressure to abolish these obstacles, for example, by deregulating
employment protection legislation.

Even though flexibility may boost economic activity, a possible side effect is the
appearance of labor markets with increased levels of job insecurity. Employees’
uncertainty of the continuance of their job can grow in a situation of change where
competencies soon becomes obsolete and employers constantly adjust the size of
their staff to the demand for their products. And as is well known, job insecurity of
employees can have adverse health effects. The quest for flexibility may therefore
be accompanied by a cost of decreased well-being.

However, research has shown that the negative consequences of insecurity and
uncertainty can be mitigated if the individual can find strategies to cope with the
insecure situation. The focus in this chapter has been on a policy proposal — flexicu-
rity — that emphasizes the importance of creating an institutional setting around the
labor market which gives individuals the resources to cope with flexibility.

The proponents of flexicurity believe that a flexible labor market with low job
protection should be combined with passive and active labor market policies that
make transitions between jobs more secure. Passive measures have to do with a
generous unemployment insurance, and active measures to help the unemployed to
come back to work. They argue that spending on these kinds of measures is a rea-
sonable way to find a compromise between flexibility and security that employers
and employees can agree upon. In this chapter, we have examined how the institu-
tions emphasized in the flexicurity discourse work in relation to employees’ experi-
ences of job insecurity and well-being.

The findings from the present study have significance for the evaluation of the
flexicurity proposal. First of all, no statistically significant relationship was found
between the strictness of the employment protection legislation (EPL) and job inse-
curity or well-being. This result can be regarded to be in line with the flexicurity
formula by downplaying the role of EPL for employees’ perceptions of job insecu-
rity and well-being. Furthermore, the analysis reveals a side effect of employment
protection legislation, in that temporary employees with insecure jobs may experi-
ence even more insecurity, the stricter the EPL. This implies that strict EPL may
lead to labor market dualization with a secure centre of protected jobs and an inse-
cure periphery of temporaries unsheltered from labor market flexibility.

However, the analysis also shows that employment security — the security of hav-
ing options in the external labor market to find another job — becomes more impor-
tant in situations with liberal rather than strict EPL to reduce insecurity. Employment
security is therefore an important compensational mechanism if the EPL is reduced.
A similar effect is found also in Berglund et al. (2014) in an analysis of Swedish
data where the effect of cognitive job insecurity (the assessed risk of losing a job)
on affective job insecurity is reduced in the presence and increased in the absence of
employment security. These results seem to give credit to the critics who believe
flexicurity — or, more specifically, reduced EPL to achieve flexibility — is not for
“bad weather” (Tangien 2010).

Flexicurity is not only about flexibility but also about increased levels of security,
especially in the form of unemployment insurance. The results of the present study
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are quite clear concerning expenditures of PLMP and ALMP for the level of job
insecurity and well-being. High spending in these regards is related to decreased
levels of job insecurity and increased levels of well-being. Furthermore, the results
indicate that investment decreases the significance of job insecurity on well-being.
High spending seems therefore to compensate for the risk of job insecurity. This
result is clearly in line with the flexicurity suggestion that generous welfare provi-
sions and active labor market measures increase the security for employees.

To summarize, this study provides some evidence that the flexicurity proposal
may constitute a reasonable trade-off for employees in respect of possible effects on
job insecurity and well-being. Firstly, the results indicate no relationship between
liberal employment protection legislation and high levels of job insecurity or
reduced well-being. Flexibility in the labor market may therefore not necessarily
imply these kinds of negative effects, although a flourishing labor market seems to
be an important ingredient to escape negative effects of low job protection. Secondly,
of great importance in the flexicurity formula is spending on welfare provisions,
especially unemployment benefits. These measures affect both job insecurity and
well-being in favorable directions.

This chapter has focused especially on the flexicurity proposal which has been
marketed by its advocates as a way to reconcile flexibility and security in European
societies. There are also other suggestions in the discussion as to how this should be
done. Life-long learning and social investment in the employability of the work
force are important perspectives, emphasizing the importance of education and
opportunities to re-learn during the life-course (Forrier and Sels 2003; Morel et al.
2012). The way to secure employment is therefore to create resources for the indi-
vidual to adapt to what is demanded in the labor market (Schmid 2008). The school
system is vital here, and in particular, adult education. However, these policy pro-
posals come many times hand-in-hand with a normative pressure on the individual
to be “employable” (Garsten and Jacobsson 2004). Flexicurity is not incompatible
with these perspectives. The opportunities for training are one central aspect of the
active labor market policies emphasized and are in line with the employability para-
digm. Furthermore, when the Danish example is presented, many times this model
is described as a “Golden Square” rather than a “Golden Triangle” by also including
the country’s very well-developed adult education in the model.

However, a general criticism against the flexicurity proposal that is possible to
make is that it only emphasizes the economic or financial aspects of a job. If a job
is lost, flexicurity focuses on how the income it generates should be replaced —
either by fast finding a new job, or by getting compensation from unemployment
insurance. In the perspective of flexicurity, job insecurity seems therefore mainly
to be a function of the risk of losing income. However, as emphasized in the begin-
ning of this chapter, a job also has latent functions for people (Jahoda 1982). It is
an important source for finding meaning, structure, and social belongingness in
life. Losing a job that is meaningful and satisfying, and in which one has developed
deep-seated social relations to workmates is to be considered as a great loss.
Sometimes, a job loss may imply that one has to move geographically to find a new
and leave an established social community. Perhaps one can say, in line with the
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concepts of Mark Granovetter (1983), that flexicurity presupposes an individual
with rather weak social ties but with a large network of contacts, who is prepared
to leave for new challenges. Such individuals stand in stark contrast to employees
less mobile, but still developing strong ties to the workplace and the local commu-
nity. For these people, job insecurity represents a severe threat to who they are and
where they belong.

In closing this chapter, a last and important question to ask is what chance flexi-
curity has in today’s political climate to be a realistic policy proposal. In times of
crises and austerity, flexicurity may not fall on fertile ground. Denmark, the flexicu-
rity country par excellence, is one of the OECD countries that spent most on labor
market policies (in 2011, 3.91 % of GDP, in first place out of 28 OECD countries).?
And in the wake of the financial and Euro crises with rising unemployment figures,
Denmark has started to reduce the generosity of the unemployment insurance by
cutting back the maximum duration of benefits from 4 to 2 years (Madsen 2011).
Furthermore, central actors in the management of the European crises, for example,
the so-called Troika, have pressed countries, especially in Southern Europe, to make
labor market reforms in the direction of flexibilization (Bieling 2012; Clauwaert and
Schomann 2012). According to the insights of the present study, such reforms may
be very risky for employees unless they are accompanied by massive investments in
passive and active labor market policies. However, this seems rather unlikely in the
presence of large deficits in national budgets. A less glimmering future prospect for
European labor markets is therefore flexibility without security.
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