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Abstract
In this paper we analyse why in some countries the difference in subjective well-being 
between employed and unemployed young individuals is substantial, whereas in others 
it remains small. The strength of this relationship has important consequences, hence it 
affects the intensity of the job search by the unemployed as well as the retention and pro-
ductivity of employees. In the analysis we are focused on youth and young adults who 
constitute a group particularly exposed to the risks of joblessness, precarious or insecure 
employment. We expect that in economies where young people are able to find jobs of 
good quality, the employment–well-being relationship tends to be stronger. However, this 
relationship also depends on the relative well-being of the young unemployed. Based on 
the literature on school-to-work transition we have identified macro-level factors shaping 
the conditions of labour market entry of young people (aged 15–35), which consequently 
affect their well-being. The estimation of multilevel regression models with the use of the 
combined dataset from the European Social Survey and macro-level databases has indi-
cated that these are mainly education system characteristics (in particular vocational ori-
entation and autonomy of schools) and labour market policy spending that moderate the 
employment–well-being relationship of young individuals.

Keywords Subjective well-being · Life satisfaction · School-to-work transition · Public 
policy

1 Introduction

The detrimental effect of unemployment on well-being (usually proxied by the declared 
level of life satisfaction or happiness) is very well documented in the sociological, psycho-
logical and economic literature (for an overview, see Brand, 2015; Clark, 2018). We can 
distinguish two main channels through which the employment–well-being relationship is 
established. The first can be referred to as a direct psychological effect of a job loss on life 
satisfaction. The theoretical underpinning of this effect draws on the ‘latent deprivation 
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model’ of Jahoda (1982), who identified five functions of professional work: time struc-
ture, collective purpose, social contact, social status and activity. These functions satisfy 
basic human needs helping to sustain individual well-being. On the other hand, the unem-
ployed are deprived of the source of earnings which impairs their happiness. Therefore 
the second, indirect income effect of unemployment can be identified. Parental and marital 
status are other characteristics mediating the employment–well-being relationship. Labour 
market status affects the likelihood to establish family which, in turn, affects life satisfac-
tion. Moreover, the detrimental effect of past unemployment persists regardless of current 
employment status, which in the literature is referred to as the scarring effect (Clark et al., 
2001).

The core assumption of this paper states that job quality strengthens the employ-
ment–well-being relationship. We define this concept following Duncan Gallie who identi-
fied its five dimensions: skill use at work, work autonomy, opportunities for professional 
development, job security and work-life balance (Gallie, 2007, p. 6).1 Within the so-called 
‘bottom-up approach’ general life satisfaction depends on satisfaction with specific life 
domains, including professional work which, in turn, is influenced by job characteristics 
(Viñas-Bardolet et  al., 2020).2 In the extensive literature review Thomas Barnay (2016) 
showed that job features characterizing practically all dimensions distinguished by Gallie 
contribute to mental health or subjective well-being. Similar conclusions are presented in 
the study of Sonja Drobnič et al. (2010) who indicated that subjective well-being of work-
ers increases with employment security, autonomy at work, good career prospects and task 
variety. Among all facets of employment quality, the moderating effect of job security has 
been most thoroughly studied (recent research, Viñas-Bardolet et al., 2020, the literature 
review, De Witte et al., 2015). On the other hand, life satisfaction of the unemployed also 
affects the employment–well-being relationship. The labour market policy has been the 
most recognized macro-level factor influencing their well-being (Vossemer et  al., 2017; 
Wulfgramm, 2014).

The aim of the analysis presented in this paper is to verify which factors measured at the 
country level moderate the relationship between employment status and well-being among 
young individuals. The strength of this relationship has important consequences, hence it 
affects the intensity of the job search by the unemployed (see e.g. Mavridis, 2015) as well 
as the retention and productivity of employees (see e.g. Clark, 2018). It also shows how 
efficient the labour markets and economies are in providing young individuals with good-
quality jobs. We mostly focus on institutional features therefore our paper contributes to 
a wider group of analyses studying the impact of public policies on well-being (see e.g. 
Boarini et al., 2013; Vossemer et al., 2017; Wulfgramm, 2014). The contribution of this 
analysis is twofold. First, we do not focus, as the vast majority of analyses in this field, 
on all individuals in prime age but on a subsample of people in the age group 15–35. The 
literature on the employment–well-being relationship is very rich, although rarely focused 
on young individuals. It is surprising given the fact that youth and young adults constitute 
a group particularly exposed to the risks of joblessness, precarious or insecure employ-
ment (see, e.g. Pastore, 2015; O’Reilly et al., 2015). Some authors claim that disappoint-
ments experienced at the beginning of a professional career are responsible for a drop in 

1 For other definitions of employment quality, see Boccuzzo and Gianecchini (2015)
2 As pointed by Drobnič et al. (2010) this picture is probably more complex. The specific life domains are 
interdependent through spill-over and compensation mechanisms. Regardless of the actual structure of this 
relationship, various studies indicate that job quality contributes to life satisfaction.
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life satisfaction observed in early adult life (Ferrante 2017). They might have a long-term 
detrimental impact on well-being (so called ‘scarring effect’). Second, macro-level vari-
ables were selected based on school-to-work transition (SWT) literature. Therefore we take 
into account some institutional characteristics and public policies which were not analysed 
before (e.g. broad characteristics of education systems3). The remainder of this paper is 
structured as follows: Sect.  2 presents the concept of school-to-work transition and dis-
cusses macro-level features potentially moderating the employment–well-being relation-
ship among young individuals, Sect. 3 describes the empirical strategy and the data, and 
Sect. 4 discusses the results. The last section presents main conclusions.

2  Macro‑Level Determinants of Well‑Being and the Employment–
Well‑Being Relationship

In this paper we explain the cross-country variation in the employment–well-being rela-
tionship of young individuals by the international differences in SWT patterns. Raffe 
(2014, p. 177) defines SWT as a ‘sequence of educational, labour-market and related transi-
tions that take place between the first significant branching point within educational careers 
and the point when (…) young people become relatively established in their labour-market 
careers’. Raffe mentions various factors shaping national SWT patterns: features of the 
educational system (standardisation, stratification, educational orientation, and institutional 
linkages), labour market structure (degree of flexibility and regulation, dominant national 
form of labour market organisation), labour market policy and other relevant policies, the 
broader economic environment, family and cultural factors (Raffe, 2008, pp. 284–287). In 
the remaining part of this section we will refer to most of these factors in order to under-
stand the cross-country variation in the employment–well-being relationship among young 
people. At the end of each subchapter we formulate our hypotheses on the expected moder-
ating impact of those factors.

2.1  Educational Policy

The institutional features of education systems are characterized along several dimensions. 
Allmendinger (1989) has identified two of them: the standardisation of educational provi-
sions and the stratification of educational opportunity. The first attribute of the educational 
system concerns the nationwide standards of education quality. Two forms of this dimen-
sion are further distinguished. The standardisation of input refers to the degree of freedom 
schools have with respect to what and how they teach. In highly standardized educational 
systems the quality and content of training provided by schools is regulated at the national 
level. The standardization of output refers to the way the educational performance of stu-
dents is verified. In highly standardized educational systems the competences of graduates 
are tested through centralized exit examinations. The stratification of educational oppor-
tunity characterizes the selectivity of tracking system in education. High level of stratifica-
tion of educational opportunity describes those education systems in which students are 

3 To the best of our knowledge the paper of Högberg et al. (2019) is the only study focused on the moder-
ating role of education policy. However, that study has been built up on different theoretical grounds and 
considered a narrower group of variables characterizing education systems.
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selected into tracks at an early age and the selection is based on abilities or interests, where 
the tracks differ in terms of curricula and the mobility between tracks is limited. Another 
attribute of the educational system refers to its vocational orientation (Shavit & Muller, 
2000). In vocationally oriented education systems the proportion of students choosing the 
vocational track is high and the teaching process of occupation-specific skills includes 
practical training at the workplace (so-called dual apprenticeship system). Some authors 
refer to this latter aspect as institutional linkages of the education system (Levels et  al., 
2014).

Numerous studies offer evidence showing that stratified and vocationally oriented edu-
cation systems (those with strong institutional linkages with firms in particular) improve 
the labour market match4 (see Scherer 2005, pp. 428–430) contributing to employ-
ment quality at least in three dimensions distinguished by Gallie–skill use at work, work 
autonomy and job security. This is usually explained with the use of a signalling/creden-
tial theory (vocationally oriented or stratified education systems send employers relatively 
precise information about graduates’ skills) or human capital theory (vocational education 
equips graduates with skills required by employers). The empirical findings indicate that 
strong skill- or education-job match of graduates corresponds to a high level of stratifica-
tion (Andersen & Werfhorst, 2010; Bol & Werfhorst, 2013; Levels et al., 2014). Similar 
findings with respect to vocational orientation are less conclusive (Andersen & Werfhorst, 
2010; Wolbers, 2003). However, the results are stronger if we consider education organized 
as a dual apprenticeship system (Levels et al., 2014). Further evidence can be found in the 
analyses of the determinants of employment stability of youth which can be also treated 
as a measure of match quality. It has been found to correlate positively with vocational 
orientation (Lange et al., 2014; Shavit & Muller, 2000; Wolbers, 2003, 2007) and strati-
fication (Bol and van de Werfhorst 2013; Shavit & Muller, 2000). Since the relationship 
between the level of match and employees’ well-being is also well documented (Badillo‐
Amador and Vila 2013; Mavromaras et al., 2013; Wu et al., 2015; Zhu & Chen, 2016), we 
expect that the high level of vocational orientation or stratification strengthens the employ-
ment–well-being relationship.

The high standardization of output in the education system should increase educa-
tional outcomes since the perspective of an exit examination motivates students, teachers 
and school authorities. Various studies have confirmed this claim (see e.g. Bishop, 1997; 
Hanushek & Woessmann, 2010; Woessmann, 2016). On the other hand we can expect a 
negative correlation between standardization in input and educational outcomes since low 
school autonomy harms competition between schools decreasing the quality of education 
(Fuchs & Woessmann, 2007; Horn, 2009; Woessmann, 2016). The level and the quality of 
education, in turn, increases the likelihood to find employment of a better quality which is 
well proved in the rich literature on the nonpecuniary returns to schooling (classic stud-
ies in economics, see e.g. Duncan, 1976; Lucas, 1977, for the overview, see Gunderson & 
Oreopolous, 2020; Oreopoulos & Salvanes, 2011). Therefore, we expect that a high level 

4 In the literature there is a distinction between skill and educational mismatch. The former term refers to 
discrepancies between workers’ actual skills and skills required at the workplace while the latter to simi-
lar discrepancies with respect to formal education. In a recent paper Hanushek et  al. (2017) showed that 
early employment gains from vocational education can be offset by reduced adaptability questioning the 
efficiency of vocational education in the lifetime perspective. However, in this paper our focus is on young 
people at the beginning of their professional careers.
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of standardization of output (input) strengthens (weakens) the employment – well-being 
relationship.

2.2  Labour Market Flexibility

One should expect that strong employment protection increases the difference in well-
being between labour market insiders and outsiders by boosting the feeling of job security 
of employees and by diminishing the chances of the jobless to enter employment. Although 
there are studies confirming the existence of such a moderating effect (Boarini et al., 2013; 
to some extent Voßemer et  al., 2017), there is a number of empirical analyses showing 
that employment protection has a detrimental effect on employees’ well-being (Böcker-
man, 2004; Clark & Postel-Vinay, 2009). It might happen since the higher level of protec-
tion increases a cognitive job security (not expecting dismissal) but diminishes a perceived 
labour market security (expecting to find a comparable job easily) (Hipp, 2016:3). Depend-
ing on the relative importance of these two effects, the total impact of employment protec-
tion on employees’ well-being can be either positive or negative. However, it is difficult 
to expect that under high employment protection employees should suffer more than the 
unemployed. Therefore we expect that employment protection will strengthen the employ-
ment–well-being relationship.

2.3  Labour Market Policies

The existing studies suggest that instruments of passive (e.g. unemployment benefits) and 
active (e.g. professional training) labour market policy (PLMP and ALMP respectively) 
are beneficial to the unemployed. They not only offer a financial cushion but also have 
significant non-pecuniary effects. A generous unemployment protection system fights the 
unemployment stigma, and many active labour market policy measures, like apprentice-
ship schemes, resemble paid employment and offer intangible benefits similar to those 
offered by professional work. Therefore, it is hypothesized that labour market policies 
should weaken the employment–well-being relationship (Wulfgramm, 2014; Voßemer 
et al., 2017). These analyses, however, abstain from the empirical evidence indicating that 
in countries with developed LMP also employees declare higher life satisfaction (Clark & 
Postel-Vinay, 2009; Di Tella et al., 2001; Green, 2011; Hipp, 2016). Many ALMP meas-
ures help to bridge the competency gap and generous benefits support the unemployed in 
their search for jobs that will match their skills. Therefore, both types of LMP contribute to 
a better quality of employment leading to greater well-being of employees. Since the devel-
oped LMP should increase the well-being of both unemployed and working individuals, 
their moderating effect on the employment–well-being relationship depends on the strength 
of the effect in these two groups.

2.4  Broader Economic Environment

At the macro level GDP per capita is strongly correlated with the average happiness in 
nations. On the other hand, the seminal study of Easterlin (1974) indicated that in the 
USA economic growth had not contributed to the increase in well-being since the end of 
World War II. The recent findings suggest that subjective well-being is affected by eco-
nomic growth, however this effect depends on various circumstances (e.g. how the nation’s 
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income growth is divided, Diener et al., 2013; Slag et al., 2019). Inflation and the unem-
ployment rate, i.e. ingredients of the so-called ‘misery index’, are well recognized determi-
nants of well-being. The latter factor has a much more detrimental influence (di Tella et al., 
2001). The unemployment rate reduces well-being of both the unemployed and employ-
ees. However, it is not clear which group is hit harder. Social comparisons should soothe 
the determinantal influence of losing a job in areas where the unemployment rate is high 
(the so-called ‘social norm effect’, Clark, 2003, 2010). On the other hand, the high unem-
ployment rate lowers the perceived employability, decreasing well-being of jobless indi-
viduals (Green, 2011). To sum up, the existing literature does not allow to formulate clear 
predictions how economic conditions moderate the employment –well-being relationship. 
However, measures of national income and unemployment rate should be considered in the 
international comparative research on well-being determinants.

2.5  Cultural Factors–a Social Norm to Work

Within this dimension the social norm to work is the most recognized moderator of the 
employment–well-being relationship. We can expect that in societies which attach a 
particular value to work, the detrimental effect of unemployment on well-being will be 
stronger. Jobless individuals in societies with a strong norm to work are more likely to be 
exposed to informal social sanctions (e.g. gossiping) and experience the feeling of guilt. 
Stutzer and Lalive (2004) indeed found such moderating effect using the results of a refer-
endum deciding on the level of unemployment benefits as a proxy. This effect has been also 
observed when the social norm to work was operationalized with the use of survey ques-
tions concerning the value of work ethic (Eichhorn, 2014; Roex & Rözer, 2018).

2.6  Transition Regimes and Clustering of macro‑level factors

Most of the abovementioned features are interdependent and various characteristics of 
SWT tend to cluster forming the so-called ‘transition regimes’. The most prominent typol-
ogy distinguishes five regimes: employment-centred, liberal, universalistic, sub-protective 
and post-communist (Pohl & Walther, 2007; Walther, 2006). In the employment-centred 
transition regime fitting the cases of German-speaking countries as well as France and the 
Netherlands to a certain extent (see Tamesberger, 2017), the educational system is highly 
tracked and selective. Vocational education often combines school- and firm-based train-
ing (dual-apprenticeship system) offering strong institutional linkages with employers. The 
features of this education system favour employment of graduates and strengthen educa-
tion-job match. High employment protection combined with moderately developed (at least 
with comparison to Nordic countries) ALMP limits the employment prospects of unem-
ployed graduates who have not experienced a smooth school-to-work transition. The liberal 
transition regime is typical for Anglo-Saxon countries. The schooling system is inclusive, 
not stratified, offering mostly general education which is not institutionally linked to the 
labour market. ALMP is not developed and aims at fast employment. The level of unem-
ployment benefits is low and they are conditioned by job-search activities. The low level of 
employment protection increases employment insecurity of graduates, however does not 
discourage employers to hire young individuals. It results in dynamic flows between labour 
market states and instability of employment at the beginning of professional career. Nordic 
countries (and Belgium to a certain extent) (see Tamesberger, 2017) represent the univer-
salistic transition regime. In this cluster the schooling system is inclusive, not stratified, 
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and offers access to higher education to a vast majority of graduates. The employment pro-
tection is relatively low although significantly higher than in countries representing the lib-
eral regime. However, the lower employment security is offset by highly developed active 
and passive LMP (so called ‘flexicurity model’). In the sub-protective regime typical for 
many Mediterranean countries the schooling system is neither selective nor stratified, with 
the focus on general education. Vocational training is moderately developed and mostly 
school-based. Therefore the institutional linkages with employers are limited. High level 
of employment protection combined with underdeveloped LMP makes it difficult to enter 
the core segment of the labour market forcing many young individuals to accept peripheral 
and precarious jobs. The post-communist cluster is represented by the heterogeneous group 
of CEE countries which has some features of sub-protective and employment-centred 
regimes. However, the transition systems in CEE countries have little in common.

Figure 1. shows patterns of the employment–well-being relationship represented by dif-
ferences in the average life satisfaction between employed and unemployed young indi-
viduals. Countries are sorted in a descending order according to the well-being gap. In 
many cases the size of the gap coincides with the transition regime type confirming that the 
macro-level factors might moderate the employment–well-being relationship. The biggest 
gap is observed in countries representing the employment-centred regimes (DE, CH, AT) 
where the employment quality of young people is high due to the developed vocational 
system, strong institutional linkages and employment protection. However, for those who 
are not successful in the school-to-work transition process, the employment entry might be 
difficult. In countries representing the universalistic regime a well-being gap is smaller and 
life satisfaction of both employees and the unemployed is high (best seen in DK, NO, FI) 
which might be a merit of the flexicurity model. The low well-being gap is noticeable also 
in countries representing the sub-protective regime (in IT, GR, PT in particular). Contrary 
to Nordic countries, life satisfaction of both the unemployed and employees is consider-
ably lower which might reflect low employment quality of young individuals and under-
developed LMP measures. Perhaps for the same reason a similar pattern can be observed 
in GB representing the liberal model, however in IE the well-being gap is much larger. As 
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discussed earlier, the post-communist cluster consists of countries with various transitions 
systems, which is reflected by heterogeneity in terms of the well-being gap.

3  Data and Methods

3.1  Micro‑Level Variables

The micro-level variables come from the European Social Survey (ESS), which is a pro-
ject offering high-quality comparative data covering a broad range of European countries. 
The study has been organized on a biennial basis since 2002. Table 1 presents the detailed 
description of the micro-level variables used in the study.

The dependent variable (life satisfaction) reflects only one, cognitive dimension of sub-
jective well-being. The affective dimensions (positive and negative emotions) are excluded 
from the analysis, which is a common practice in socio-economic research. The theoreti-
cal framework of this study does not concern self-employed or inactive individuals, there-
fore we included only employees (regardless of the contract type or working time) and the 
unemployed in the sample. Due to numerous missing values and inconsistent coding of 
income groups in ESS, the proxy for income was created based on the respondents’ assess-
ment of financial status. Our focus is on the direct psychological impact of employment 
status on well-being thus we included the mediating variables proxying other, indirect 
channels of that relationship (income, parental and civil status). Other independent varia-
bles are treated as confounders, which are correlated both with well-being and employment 
status, and were therefore included in the model to calculate the unbiased effects. Moreo-
ver, unemployment in the past reflects the so-called ‘scarring effect’–a determinantal influ-
ence of the past unemployment on present well-being regardless of the current employment 
status.

Table 1  Micro-level variables and their operationalization

Variable Operationalization

Dependent var
Well-being Life satisfaction: 0–extremely dissatisfied, 10–extremely satisfied
Independent vars
Employment status 1–employed, 0–unemployed
Unemployed in the past 1–if ever unemployed for at least 3 months, 0–otherwise
Disability status 1–hampered in daily activities by illness/disability/infirmity/mental problem, 

0–otherwise
Migrant background 1–respondent or both parents born abroad, 0–otherwise
Age in years
Sex 1–female, 0–male
Level of education 3 categories: primary, secondary, tertiary
HH income Assessment of the household financial status: 1–live comfortably or cope on the 

available income, 0–difficult or very difficult on the available income
Civil status 1–married/in a partnership, 0–otherwise
Parental status 1–parent, 0–otherwise
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3.2  Macro‑Level Variables

Table 2 presents the macro-level variables used in all models as well as the summary of 
their hypothesised moderating impact on the employment–well-being relationship. The 
set of employment protection indices comes from the OECD and the database of Avdagic 
(2012, 2015) who calculated EPR and EPT indicators for many CEE countries according 
to the OECD (2020a) methodology. In order to increase the comparability, LMP spending 
was expressed as a share of GDP and normalized by unemployment rate to account for 
cross-country differences in demand for such policies.5

Table 3 includes additional macro-level variables which will be analysed only in one 
group of models (due to the data constraints) as well as the summary of their hypothe-
sised moderating impact on the employment–well-being relationship. The scales of sub-
indices characterizing the level of stratification and standardization of input were aligned. 
Therefore, the higher values of STRAT and STANDIN variables indicate the higher level 
of tracking and standardization of input respectively. The STANDOUT index is a dummy 
variable with a limited variance (in general, the lack of central exit exams is typical for 
some Mediterranean countries and for most federal states, i.e. Belgium, Switzerland, or 
Austria) and will be treated with caution. The index of a social norm to work is a country-
level average score for five questions of the World Values Survey on a 1–5 scale: ‘To fully 
develop your talents, you need to have a job’, ‘It is humiliating to receive money without 
working for it’, ‘People who don’t work become lazy’, ‘Work is a duty towards society’, 
‘Work should always come first, even if it means less free time.’ Such variable is a popular 
proxy of a social norm to work (for the overview, see Stam et al., p. 315). The study of 
Eichhorn (2013, p. 1667) confirmed that all these items indeed load on one factor. All vari-
ables except STANDOUT (a binary variable) are standardized with the mean value of 0 
and the standard deviation of 1.

3.3  Empirical Strategy

In the empirical part of the analysis we use hierarchical regression techniques. This strat-
egy allows to avoid the underestimation of standard errors when variables at different lev-
els of aggregation are combined (Moulton, 1986). In particular we apply two types of mod-
els accounting for three- and two- level hierarchy respectively. First, we apply a three level 
random intercept model6 where individuals are nested within country-years and countries:

where,
yijt : a well-being proxy: a level of life satisfaction (0–10) of an individual i in country j 

in year t,

(1)yijt = �0 + �tM + �pEEijt + Xijt�p + Ijt�q + EijtIjt�pq + uijt + �jt + ej

5 To adjust for the possible low coverage of LMP measures among young individuals, also other variants of 
ALMP and PLMP variables were used in regressions (ALMP and PLMP variables were additionally mul-
tiplied by the coverage rate in the age group < 25). Regardless of the LMP variables’ variants, the results 
remain basically the same (see Table S6 and comments in supplementary materials).
6 According to Schmidt-Catran and Fairbrother (2016), optimally, the country-year level should be nested 
both in a country and in a year level. Such models are often computationally challenging. Therefore, speci-
fication with additional control for the year of the analysis (as presented in Eq.  1) is recommended (see 
Voessemer et al. 2017, Wulfgramm 2014).
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Eijt : employment status of an individual i in country j in year t: 1 – employee, 0 – the 
unemployed, other – excluded,

Xijt : a set of individual-level control variables (described in Table 1).
Ijt : macro-level variables (features of SWT).
EijtIjt : interaction term between employment status and a macro-level variable.
uijt, �jt, ej : error terms at individual, country-year and country level.
M : time variable (year).
Despite the fact that the dependent variable’s scale is ordinal, we treat it as the interval 

one, following the recommendations of Ferrer-i-Carbonell and Frijters (2004), and esti-
mate the linear model where �pq is the most important parameter. The positive value of this 
coefficient indicates a larger well-being divide between the employed and the unemployed, 
hence a stronger employment–well-being relationship.

In the three-level models we analyse only a set of macro-level variables presented in 
Table 2. The extended set of contextual variables (presented in Tables 2 and 3) was avail-
able only for one year (2008). For this data we apply two-level random intercept models 
where individuals are nested within countries:

The specification described in Eq.  (2) is a two-level equivalent of model (1). In this 
case, parameter �pq is again most important and concerns the interaction term between 
individual employment status and a macro-level variable. The interpretation of its values 
remains the same as in model (1).

The empirical strategy is determined by the limitation of the sample size at higher lev-
els (country-years, countries). Results of the simulations indicate that the minimum num-
ber of cases allowing to calculate unbiased coefficients and standard errors ranges between 
15 and 25 for simple models (Bryan & Jenkins, 2016; Stegmueller, 2013). Therefore, we 
add macro-level variables carefully applying a step-wise procedure,7 which is a popular 
empirical strategy used in such cases (see, e.g. Chung, 2016). First, we estimate models 
described by Eq. (1) with a full set of micro-level variables but only one macro-level vari-
able (and the interaction term with the employment status) at a time.8 In the next step we 
repeat this procedure controlling additionally for GDP and UNEMP. In the third step we 
add to the specifications the second macro-level variable (with the interaction term) con-
trolling for GDP and UNEMP. Due to the limited number of observations at the macro 
level, models described by Eq.  (2) are calculated even more carefully. First, we analyse 
specifications with one macro-level variable at a time (with the interaction term). In the 
next step we additionally control for GDP or UNEP. Finally we analyse models with two 
macro-level variables (with interaction terms) without controlling for economic conditions 
(GDP, UNEMP). The applied step-wise procedure allows for inspecting the robustness of 
the results in case of limitation of macro-level variables which can be included in the mod-
els. Under another robustness check we estimate a non-hierarchical version of model (1)–a 
pooled linear model with country and year fixed effects with standard errors clustered at 
the country level. Such model emphasizes more within- (over time) than cross-country 

(2)yij = �0 + �pEEij + Xij�p + Ij�q + EijIj�pq + uij + ej

8 The estimated models differ only with respect to the macro-level variable included in the specification.

7 It refers to the procedure in which macro-level variables are added to the model gradually, one by one. It 
is not related to procedures typical for simultaneous equations models or structural models.
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variation in estimation of effects. The detailed specification of that model is presented in 
supplementary materials.

3.4  Methodological Challenges

The outlined empirical strategy bears some further methodological issues: reversed causal-
ity, omitted variable and overcontrol bias. The first problem is probable in our model since 
not only unemployment affects well-being but also unhappy individuals are less likely to 
find/maintain employment (Böckerman & Ilmakunnas, 2012; Oswald et  al., 2015). The 
omitted variable bias will occur if we do not control for all differences (affecting well-
being) between employees and the unemployed. In studies investigating the employment 
– well-being relationship, the empirical strategies addressing these two problems are 
similar and include the instrumental variable (IV) approach (plants closures are popular 
instruments, see e.g. Kassenboehmer & Haisken-DeNew, 2009; Marcus, 2013) or panel 
data regression techniques (Winkelmann & Winkelmann, 1998). The dataset used in this 
analysis does not contain good candidates for instrumental variables, and its cross-sec-
tional structure precludes the application of panel data models. Therefore the estimation 
is vulnerable to both types of the above-mentioned bias. However, there are at least three 
arguments supporting our empirical strategy. First, the paper is focused on international 
differences in the employment – well-being relationship. Even if the estimated impact of 
employment status on well-being can be biased, we assume that the size of the bias is simi-
lar in all analysed countries. Second, it is difficult to compare IV estimates internationally 
since they represent the effects calculated for a subgroup affected by the instrument, not 
for the entire sample. These subgroups might differ internationally. Third, currently there 
are no international longitudinal micro-level datasets allowing to conduct similar analyses 
applying panel data models. Therefore most comparative studies on macro-level determi-
nants of well-being use cross-sectional datasets (see e.g., Boarini et al., 2013; Calvo et al., 
2015; Vossemer et  al., 2017; Wulfgramm, 2014). The overcontrol bias arises when the 
model controls for characteristics lying on the causal pathway between the independent 
variable of interest (in our case – employment status) and the dependent variable (well-
being). In our setting income, marital and parental status are such potentially mediating 
variables, and including them in the model reduces the estimated impact of employment 
status. Therefore some authors prefer more parsimonious models (e.g. Voessemer et  al. 
2017). In the theoretical part of the analysis we mainly refer to the psychological influence 
of employment status on well-being (which we consider the main and direct effect), there-
fore we decided to control for other indirect effects (income, parental and civil status).

3.5  Sample

The theoretical part of this analysis concerns the unemployed and employees. Studies on 
transition between other states (e.g. employment–inactivity) are built up on different theo-
retical grounds. Moreover, as noted by Vossemer et  al., (2017, p. 1236) the anticipated 
moderating effects of policies (e.g. employment protection) often do not apply to the group 
of self-employed. For this reason analyses in this field of interest are either focused on 
differences between employees and the unemployed (Eichhorn 2013, 2014; Vossemer 
et  al., 2017) or include other groups (e.g. inactive) but do not formulate hypotheses nor 
interpret results referring to them (e.g. Clark & Oswald, 1994; Stam et  al., 2016; Wulf-
gramm, 2014). Therefore we restrict our sample to employees and the unemployed only. 
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Our sample consists of individuals aged 15–35. Such strategy is driven by the thematic 
scope of the analysis but also reduces the bias resulting from possible changes of educa-
tion systems in time (micro-level characteristics are not lagged with respect to variables 
characterizing education systems). The final sample includes countries for which the full 
set of micro- and macro-level variables was available. In rare cases, at the macro level the 
missing values were substituted with values from the nearest year (see table  S5 in sup-
plementary materials). The final sample used in the three-level models covers 7 waves of 
ESS (2002, 2004, 2006, 2008, 2010, 2012, 2014) and consists of 39,665 individuals from 
27 countries. In the estimation of the two-level models we use the data from wave 2008 
describing 6990 individuals from 22 countries. Tables 10, 11 in the Appendix and S1-S2 in 
supplementary materials present the micro- and macro-level descriptive statistics for both 
samples respectively.

4  Results

Table 4 presents the estimation results of the first-step regressions (where only one macro-
level variable and its interaction term with employment dummy were included). The esti-
mated micro-level effects are in accordance with the theoretical expectations. Working 
individuals declare on average 0.5–0.6 units higher life satisfaction than the unemployed. 
This result can be attributed to the direct psychological effect since the models control for 
characteristics potentially mediating the employment – well-being relationship, income, 
civil and parental status. The results confirm the existence of the scarring effect – regard-
less of the current labour market status, those who experienced unemployment in the past 
declare lower life satisfaction. In accordance with the literature, the relationship between 
age and life satisfaction is strong and non-linear (a statistically significant coefficient of 
age and its quadratic term). A significant and positive impact of the level of education is 
not unusual. However, it could also reflect the imperfect measurement of the income vari-
able (strongly correlated with education). The effects of other mediating variables (paren-
tal, civil status) as well as confounders (disability, migrant status) are consistent with the 
current state of knowledge.

Results confirm that in countries with vocationally oriented education systems the 
employment – well-being relationship is stronger, particularly if it is organized according 
to the dual apprenticeship model9 (positive and statistically significant coefficients of inter-
action between the employment status dummy and VOC and VOCD variables). It accords 
to the expectations since such education systems offering hands-on experience for students 
and screening opportunities for employers increase the education-job match and employ-
ment quality of young individuals. The results indicating the stronger employment – well-
being relationship in countries with a generous labour market policy can be interpreted 
in a similar way (both ALMP and PLMP contribute to the education- or skill-job match). 
However, contrary to the expectations, the general effects of these variables turned out 
to be insignificant suggesting that the well-being of the unemployed was not affected by 
LMP spending. It is less surprising with respect to the PLMP since all models control for 

9 The difference in effects strength does not result from the difference between samples used in both speci-
fications of the model (due to the data constraints the model with the VOCD variable is estimated in a 
smaller group of countries). Models including VOCD and VOC variables estimated for the same samples 
show very similar results.
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household income. The insignificance of ALMP among the unemployed does not follow 
expectations, however, a similar lack of effect was already reported by other authors study-
ing this topic (e.g. Vossemer et al., 2017). It suggests that ALMP measures do not reflect 
the conditions of professional employment. Their effects might also be reduced by some 
selection mechanisms or negative stigma effects. The estimates related to the employ-
ment protection legislation do not follow the expectations. Theoretically, we could explain 
why the stronger protection of regular contracts (EPR) negatively influences well-being of 
employees (it happens when the negative labour market security effect exceeds the positive 
job security effect). It is, however, difficult to explain why it does not affect the group of 
the unemployed or even has a positive impact on their well-being (positive and statisti-
cally significant coefficient of the EPT variable). The variance decomposition of the empty 
model (not reported) indicated that around 13 percent of (unexplained) differences in life 
satisfaction can be attributed to the country level – the result which is found in similar stud-
ies (Vossemer et al., 2017). The estimates presented in Table 4 show that ALMP, PLMP 
and VOCD best explain that variation (in models with those variables the unexplained var-
iance at the country level amounts to 8 percent).

The unexpected EPT effect disappears once the economic conditions are controlled for 
(see Table 5) in the second step of the estimations. The other effects remain stable with one 
noticeable exception. The general effect of VOCD becomes negative indicating decreased 
well-being of the unemployed in countries with developed dual apprenticeship model of 
vocational education. In such systems many graduates are hired directly by companies 
in which they were employed as apprentices. It deteriorates the prospects of the unem-
ployed and might harm their well-being. The economic conditions affect life satisfaction 
in accordance with expectations. In general, well-being is higher in richer countries and in 
economies not suffering from unemployment. The economic conditions explain well the 
international differences in life satisfaction. Adding GDP and unemployment rate to the 
model reduced unexplained country-level variance to less than 5 percent.

Under a robustness check we estimated a non-hierarchical version of models presented 
in Table  5, i.e. pooled linear models with country and year fixed effects and standard 
errors clustered at the country level. The estimated results are very similar – the moderat-
ing effects of VOCD and ALMP remain statistically significant (although at lower levels), 
other interaction effects have the same signs but became insignificant (results are presented 
in Table S7 in supplementary materials).

The motivation for the last round of estimations is the phenomenon of institutional 
complementarity (Hall & Soskice, 2001) which can lead to correlation between macro-
level variables (see Table 6). For instance, the institutional complementarity may explain 
the correlation between vocational orientation, employment protection10 and LMP spend-
ing. Since vocational education leads to acquisition of specific human capital (productive 
only in a limited number of sectors), it is considered to be a more risky human capital 
investment. Therefore it requires some incentives in the form of institutional arrangements. 
High employment protection secures the return to human capital, generous PLMP gives 
the opportunity to search for jobs matching specific competences and ALMP covers some 
costs of retraining.

10 The negative correlation between EPT and vocational orientation seems to contradict this logic. It is 
however consistent with the arrangements of the employment-centred regime where protected core of the 
labour market is accompanied by unprotected peripheries (Gallie, 2007, p. 17). Such model is typical for 
example in Germany or Austria, which are countries with well-developed vocational education systems.



424 D. Buttler 

1 3

Table 4  Determinants of life satisfaction (2002–2014), models with one macro-level variable

Variable VOC VOCD EPT EPR ALMP PLMP

Macro effect 0.025 − 0.115 0.135** 0.067 − 0.012 0.014
0.064 0.107 0.055 0.063 0.051 0.057

Interaction
macro*empl.

0.052** 0.148*** − 0.039 − 0.118*** 0.103*** 0.090***

0.025 0.031 0.026 0.026 0.033 0.032
Employed 0.575*** 0.659*** 0.567*** 0.562*** 0.586*** 0.575***

0.03 0.033 0.03 0.03 0.03 0.03
Unempl. (past) − 0.304*** − 0.297*** − 0.303*** − 0.304*** − 0.304*** − 0.303***

0.021 0.023 0.021 0.021 0.021 0.021
Suff. income 1.062*** 1.108*** 1.061*** 1.063*** 1.063*** 1.062***

0.025 0.028 0.025 0.025 0.025 0.025
Female 0.027 0.032 0.026 0.024 0.027 0.026

0.019 0.02 0.019 0.019 0.019 0.019
Age − 0.085*** − 0.073*** − 0.085*** − 0.086*** − 0.085*** − 0.085***

0.022 0.024 0.022 0.022 0.022 0.022
Age2 0.001** 0.001* 0.001** 0.001** 0.001** 0.001**

0.0004 0.0004 0.0004 0.0004 0.0004 0.0004
Education
ref. primary
Secondary 0.161*** 0.096*** 0.160*** 0.157*** 0.161*** 0.161***

0.029 0.033 0.029 0.029 0.029 0.029
Tertiary 0.329*** 0.258*** 0.328*** 0.323*** 0.328*** 0.328***

0.031 0.035 0.031 0.031 0.031 0.031
Civil status
ref. in relation
Divorc./widow − 0.588*** − 0.610*** − 0.588*** − 0.588*** − 0.588*** − 0.588***

0.047 0.052 0.047 0.047 0.047 0.047
Single − 0.363*** − 0.367*** − 0.363*** − 0.363*** − 0.364*** − 0.364***

0.026 0.028 0.026 0.026 0.026 0.026
Children 0.156*** 0.179*** 0.157*** 0.156*** 0.156*** 0.157***

0.025 0.028 0.025 0.025 0.025 0.025
Migrant − 0.165*** − 0.168*** − 0.167*** − 0.167*** − 0.163*** − 0.163***

0.028 0.03 0.028 0.028 0.028 0.028
Disabled − 0.599*** − 0.565*** − 0.600*** − 0.599*** − 0.596*** − 0.598***

0.031 0.033 0.031 0.031 0.031 0.031
Constant 7.417*** 7.305*** 7.393*** 7.449*** 7.358*** 7.371***

0.321 0.346 0.323 0.322 0.32 0.32
var (ind) 3.33 (0.02) 3.16 (0.02) 3.33 (0.02) 3.33 (0.02) 3.33 (0.02) 3.33 (0.02)
var (cntr-year) 0.03 (0.00) 0.02 (0.00) 0.02 (0.00) 0.03 (0.00) 0.03 (0.00) 0.03 (0.00)
var (cntr) 0.30 (0.08) 0.26 (0.08) 0.34 (0.09) 0.32 (0.09) 0.28 (0.08) 0.28 (0.08)
n (ind) 39,665 32,299 39,665 39,665 39,665 39,665
n (cntr-year) 132 107 132 132 132 132
n (cntr) 27 20 27 27 27 27
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In order to avoid the potential omitted variable bias at the macro level, we analyse two 
macro-level institutional variables in the same model. We consider only the most corre-
lated pairs of the variables (bolded in Table 6). The results of seven separate regression 
models with different combinations of institutional variables are presented in Table 7. The 
most stable coefficients concern the VOCD variable. Regardless of the specification of the 
model in countries with developed system of dual vocational education the employment 

Table 4  (continued)
* p < 0.01; ** p < 0.05; *** p < 0.01, Coefficients of the three-level random intercept models, standard errors 
in the bottom rows. Variables not reported in the table: year dummies

Table 5  Determinants of life satisfaction (2002–2014), models with one macro-level variable, controls for 
GDP and unemployment rate

* p < 0.01; ** p < 0.05; *** p < 0.01, Coefficients of the three-level random intercept models, standard errors 
in the bottom rows. Variables not reported–as in Table 4

Variable VOC VOCD EPT EPR ALMP PLMP

Macro effect 0.033 − 0.210** 0.074 0.049 0.085* − 0.052
0.053 0.088 0.05 0.055 0.051 0.054

Interaction
Macro*empl.

0.052** 0.151*** − 0.041 − 0.119*** 0.107*** 0.091***

0.025 0.031 0.026 0.026 0.033 0.032
employed 0.572*** 0.657*** 0.565*** 0.559*** 0.585*** 0.573***

0.03 0.033 0.03 0.03 0.03 0.03
GDP per capita 0.412*** 0.335*** 0.426*** 0.416*** 0.420*** 0.415***

0.074 0.094 0.077 0.077 0.079 0.078
Unemp. rate − 0.077*** − 0.104*** − 0.071** − 0.082*** − 0.076** − 0.072**

0.029 0.028 0.029 0.029 0.03 0.029
var (ind) 3.33 (0.02) 3.16 (0.02) 3.33 (0.02) 3.33 (0.02) 3.33 (0.02) 3.33 (0.02)
var (cntr-year) 0.02 (0.00) 0.02 (0.00) 0.02 (0.00) 0.02 (0.00) 0.02 (0.00) 0.02 (0.00)
var (cntr) 0.12 (0.03) 0.14 (0.04) 0.14 (0.04) 0.14 (0.04) 0.13 (0.04) 0.13 (0.04)
N (ind) 39,665 32,299 39,665 39,665 39,665 39,665
N (cntr-year) 132 107 132 132 132 132
N (cntr) 27 20 27 27 27 27

Table 6  Institutional 
interdependencies (2002–2014)

Pairwise Pearson correlation indices. One observation: a country in a 
given year. Source: Eurostat, OECD database. Own calculations

VOCD VOC EPT EPR ALMP PLMP

VOCD 1.000
VOC 0.344 1.000
EPT − 0.351 − 0.076 1.000
EPR − 0.001 0.100 0.253 1.000
ALMP 0.361 0.174 − 0.075 0.027 1.000
PLMP 0.264 0.221 -0.047 0.095 0.787 1.000
N 107 132 132 132 132 132
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Table 7  Determinants of life satisfaction (2002–2014), models with two macro-level variables, controls for 
GDP and unemployment rate

* p < 0.01; ** p < 0.05; *** p < 0.01, Coefficients and standard errors of the three-level random intercept 
models. Not reported in the table: GDP per capita, unemployment rate, micro-level characteristics as in 
Table 4. In models with VOCD N = 32,299, otherwise N = 39,665

Variables Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7

VOC
Macro effect 0.042 0.037 0.003

0.054 0.053 0.054
Interaction
Macro*empl

0.039 0.045* 0.077***

0.026 0.025 0.026
VOCD
Macro effect − 0.219** − 0.216** − 0.206**

0.09 0.09 0.088
Interaction
Macro*empl

0.157*** 0.143*** 0.139***

0.033 0.033 0.032
EPT
Macro effect − 0.03

0.062
Interaction
Macro*empl

0.018

0.031
EPR
Macro effect 0.072 0.058

0.055 0.055
Interaction
Macro*empl

− 0.134*** − 0.123***

0.026 0.026
ALMP
Macro effect − 0.081 0.008

0.051 0.052
Interaction
Macro*empl

0.099*** 0.026

0.033 0.037
PLMP
Macro effect − 0.052 − 0.063 − 0.003

0.054 0.054 0.055
Interaction
Macro*empl

0.085*** 0.098*** 0.055

0.032 0.032 0.035
var (ind) 3.33(0.02) 3.33(0.02) 3.33(0.02) 3.33(0.02) 3.16(0.02) 3.16(0.02) 3.16(0.02)
var (cntr-year) 0.02(0.00) 0.02(0.00) 0.02(0.00) 0.02(0.00) 0.02(0.00) 0.02(0.00) 0.02(0.00)
var (cntr) 0.12(0.03) 0.12(0.03) 0.12(0.03) 0.13(0.04) 0.14(0.05) 0.14(0.05) 0.14(0.05)
N (ind) 39,665 39,665 39,665 39,665 32,299 32,299 32,299
N (cntr-year) 132 132 132 132 107 107 107
N (cntr) 27 27 27 27 20 20 20
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– well-being relationship is stronger. In line with expectations generous labour market 
policy (both passive and active) as well as vocational orientation increase the difference 
in well-being between employees and unemployed. However, the results with respect to 
these variables are slightly less stable. Consequently, the hypotheses are not confirmed for 
employment protection proxies.

The following tables present estimations of Eq. (2) which included the extended char-
acteristics of education systems as well as proxies for cultural factors (social norm to 
work). Those variables, however, were only available for the year 2008. Table 8 presents 
the estimates of the two-level random intercept models including one macro-level variable 
(top panel), additional control for GDP (middle panel) and UNEMP (bottom panel). The 
effects of the micro-level determinants are practically the same as in the three-level mod-
els and have not been reported. The effects of the already considered institutional features 

Table 8  Determinants of life satisfaction (2008), models with one macro-level variable (top panel), control 
for GDP per capita (middle panel) and for unemployment rate (bottom panel)

* p < 0.01; ** p < 0.05; *** p < 0.01, Coefficients and standard errors (bottom row) of two-level random 
intercept models. Not reported: GDP (middle panel), UNEMP (bottom panel) and micro-level characteris-
tics as in Table 4 (all panels)

Variable STOUT STRAT STIN NORM

Macro effect − 0.211 − 0.334** − 0.155 − 0.22
0.356 0.158 0.147 0.139

Interaction: Macro*empl 0.106 0.109 − 0.169*** − 0.229***
0.139 0.073 0.056 0.067

Employed 0.332*** 0.414*** 0.442*** 0.442***
0.118 0.072 0.073 0.073

var (ind) 3.332(0.06) 3.332(0.06) 3.328(0.06) 3.327(0.06)
var (cntr) 0.477(0.15) 0.425(0.13) 0.399(0.12) 0.320(0.10)
Variable STOUT STRAT STIN NORM
Macro effect 0.004 − 0.255** − 0.115 − 0.02

0.277 0.126 0.109 0.14
Interaction: Macro*empl 0.107 0.111 − 0.170*** − 0.227***

0.139 0.073 0.056 0.067
employed 0.331*** 0.414*** 0.442*** 0.442***

0.118 0.072 0.073 0.073
var (ind) 3.332(0.06) 3.332(0.06) 3.328(0.06) 3.327(0.06)
var (cntr) 0.251(0.08) 0.228(0.07) 0.191(0.06) 0.228(0.07)
Variable STOUT STRAT STIN NORM
Macro effect -0.362 − 0.371** − 0.126 − 0.188

0.346 0.149 0.143 0.14
Interaction: Macro*empl 0.106 0.11 − 0.169*** − 0.228***

0.139 0.073 0.056 0.067
employed 0.331*** 0.414*** 0.441*** 0.442***

0.118 0.072 0.073 0.073
var (ind) 3.332(0.06) 3.332(0.06) 3.328(0.06) 3.327(0.06)
var (cntr) 0.416(0.13) 0.359(0.11) 0.367(0.11) 0.306(0.09)
N (ind) 6990 6990 6990 6990
N (country) 22 22 22 22
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(labour market policy, employment protection legislation, and vocational orientation) were 
also very similar (see Table S3 in supplementary materials). Out of three additional prox-
ies characterizing the education system only the effects of input standardization (STIN) 
follow expectations. In countries where the standardization is weaker, i.e. schools have 
more autonomy with respect to how to teach, the employment – well-being relationship is 
stronger. The analysis of variance suggests that STIN is the feature of the education sys-
tem that best explains the differences in well-being at the macro level (highest reduction 
in unexplained country-level variance). The coefficients of standardization of output and 
stratification have the predicted signs however are statistically insignificant.

Contrary to expectations in countries with a stronger social norm to work (NORM) the 
employment – well-being relationship was weaker. The estimated effect was statistically 
significant and relatively stable across various model specifications. It is difficult to justify 
this finding, however, we suggest a potential explanation which could be tested under a 
separate study. The analysis of Stutzer and Lalive (2004) proved that in countries with a 
strong social norm to work, the unemployed used to find jobs quicker. It accords to the 
model proposed by Dos Santos Ferreira et al. (2015) in which a strong social norm to work 
decreases the reservation wage. Therefore a societal pressure can force the unemployed to 
accept jobs of lower quality. Moreover, a strong social norm to work may also distort the 
work-life balance. These processes can weaken the employment – well-being relationship.

In the last step we analysed models including the correlated pairs of macro-level vari-
ables. We conducted that analysis focusing on the proxy for standardization of input since 
only that effect followed the expectations and was stable across various model specifica-
tions. The coefficients presented in Table 9 confirm the robustness of the results indicating 
that high standardization of input reduces the employment – well-being relationship. All 
four sub-indices comprising that synthetic variable contributed to that effect (see Table S4 
in supplementary materials).

5  Conclusions

The analysis presented in this paper confirmed that many features of SWT systems explain 
why in some countries employment status of young individuals is strongly correlated with 
their well-being, whereas in others the difference in life satisfaction between the unem-
ployed and employees is small. We assume that it depends on the extent to which the SWT 
systems provide young adults with access to jobs of good quality. On the other hand, the 
impact of SWT features on life satisfaction of the unemployed also matters. Our analy-
sis suggests that vocationally oriented education systems, particularly those organized as 
a dual apprenticeship model, strengthen the employment – well-being relationship. This 
result conforms to the allocative function of education. Vocational education, at least in a 
short-term perspective, strengthens the education-job match increasing employment quality 
at least in three aspects: skill use at work, work autonomy, and job security. However, it has 
to be emphasised that the vocational orientation of education systems, particularly those 
with strong institutional linkages with firms might have a negative impact on life satisfac-
tion of the unemployed. In such systems many graduates are hired directly by companies 
which have employed them as apprentices. It reduces the chance of finding employment 
through the labour market. The level of input standardization measuring the autonomy of 
schools with respect to what and how they teach, is another feature of the education system 
moderating the employment – well-being relationship. According to expectations in highly 
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standardized education systems the employment – well-being relationship was weaker. 
It is compatible with other research findings suggesting that more autonomy of schools 
boosts the quality of education. This in turn increases the likelihood of graduates to find 
employment of higher quality. Positive moderating effects were also observed with respect 
to active and passive labour market policy spending. LMP measures perform the allocative 
function (like education) increasing the education- or skill-job match and contributing to 
the well-being of employees. We indicated that it was theoretically sound to expect that the 
LMP influences not only the well-being of the unemployed (as hypothesized by Vossemer 

Table 9  Determinants of life 
satisfaction (2008), models with 
two macro-level variables

* p < 0.01; ** p < 0.05; *** p < 0.01, Coefficients and standard errors 
of the two-level random intercept models. Not reported in the table: 
micro-level characteristics as in Table 4

Variables Model 1 Model 2 Model 3 Model 4

STIN
Macro effect − 0.223* − 0.126 − 0.210 − 0.268*

0.134 0.148 0.1556 0.160
Interaction
Macro*empl

− 0.159*** − 0.167*** − 0.135** − 0.179***

0.057 0.056 0.061 0.065
STRAT 
Macro effect − 0.371***

0.142
Interaction
Macro*empl

0.070

0.074
VOC
Macro effect 0.062

0.151
Interaction
Macro*empl

0.095

0.065
EPR
Macro effect 0.185

0.158
Interaction
Macro*empl

− 0.128*

0.068
EPT
Macro effect 0.251

0.1638
Interaction
Macro*empl

− 0.003

0.072
var (ind) 3.328(0.06) 3.340(0.06) 3.339(0.06) 3.341(0.06)
var (cntr) 0.310(0.09) 0.387(0.12) 0.400(0.12) 0.361(0.11)
N (ind) 6990 6990 6990 6990
N (country) 22 22 22 22
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et al., 2017 and Wulfgramm, 2014) but also of employees. That latter relationship was con-
firmed empirically.

Contrary to our hypotheses, the LMP spending was not positively correlated with life 
satisfaction of the unemployed. The lack of impact of PLMP measures (e.g. unemployment 
benefits) might be justified since our models controlled for income. The lack of effects 
of ALMP might suggest that its measures (e.g. internships) do not reflect the conditions 
of paid employment as expected or the selection mechanisms biasing the results are at 
play: the effective ALMP increases the inflow to employment leaving a subset of those 
least employable in the population of unemployed. Their specific characteristics, for exam-
ple the level of disappointment, might offset the positive influence of ALMP spending. 
This possible selection mechanism, as well as potential stigma effects, are worth further 
investigation.

This paper is another analysis contributing to our understanding of public policy impact 
on life satisfaction. With the increasing availability and quality of subjective well-being 
indicators (e.g. OECD Better Live Initiative), the body of research in this area is stead-
ily growing. The development of studies in this field seems natural since one of the main 
goals of public policy is to influence the well-being of citizens. The validity of subjective 
well-being as a policy evaluation criterion has been recognized by Romina Boarini and 
co-authors who empirically proved that it is policy amenable (Boarini et  al., 2013). To 
date, the impact of selected policies has been analysed from this perspective in the areas 
of health (Boarini et  al., 2013; Calvo et  al., 2015), employment (Vossemer et  al., 2017) 
and labour market (Vossemer et al., 2017; Wulfgramm, 2014). The analysis conducted in 
this paper enriches the above body of work by recognizing the impact of a new group of 
instruments, from the sphere of education policy in particular. Moreover, it verifies the 
impact of the already analysed policies on the well-being of young people. They constitute 
a specific group particularly vulnerable to job insecurity, precarious working conditions 
and unemployment.

More specifically, our analysis contributes to the rich literature investigating labour mar-
ket outcomes of SWT systems. Studies in this field analyse the impact of various SWT 
features on such outcomes as education-job match, youth unemployment rate, length of 
job search, employment stability and occupational status of young adults. We enrich this 
branch of literature studying how a broad range of SWT characteristics influence the 
strength of the employment – well-being relationship which could be considered an indi-
rect proxy for job quality. As mentioned above, this study can be perceived as a particular 
evaluation of public policies, where their impact on life satisfaction is the main assessment 
criterion. What can we learn from this evaluation?

Vocational orientation, autonomy of schools and developed LMP increase life satisfac-
tion of young employees. The contemporary evidence shows that the well-being of workers 
is positively correlated with their productivity, retention, and mental and physical health 
(Clark, 2018, pp. 258–259). Some of these benefits take the form of positive externalities. 
Their existence is the traditional economic argument supporting state interventions. More-
over, according to the economic theory, the stronger the employment – well-being rela-
tionship is, the deeper the utility gap associated with the job loss becomes. This, in turn, 
increases the motivation of the unemployed to intensify their job search effort. This line 
of reasoning has been confirmed empirically (Gielen & van Ours, 2014; Mavridis, 2015). 
However, it cannot be extrapolated without limits. A very weak employment – well-being 
relationship might be in fact associated with voluntary unemployment (see, e.g. Blanch-
flower, 2001) while an extensive well-being gap can also have potentially adverse effects 
(Deter, 2021). Low life satisfaction of the unemployed might lead to discouragement, lower 
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levels of skill acquisition or poorer performance in job interviews (Anderson, 2009, p. 
348). That is why the evaluation of all relevant policies should address possible contrasting 
well-being effects in various groups. To make things even more complex, we should keep 
in mind that the macro-level factors studied in this paper are not independent but corre-
late as a consequence of institutional complementarity, forming a limited set of transition 
regimes.

The analysis presented in this paper has its limitations. The estimation of the employ-
ment – wellbeing relationship with the use of cross-sectional data is potentially prone 
to reversed causality or omitted variable bias as discussed in Sect.  3.4. The macro-level 
indicators used in the analysis tend to be relatively constant over time. This is typical for 
variables characterizing institutional arrangements since radical reforms are rarely imple-
mented. Therefore, the estimated effects were identified through international comparisons 
rather than changes in indicators’ values over time. This also increases the risk of biasing 
the results by omitted variables, this time—at the macro level. In the conducted analysis, 
however, efforts were made to reduce this risk by using a step-wise approach and thorough 
examination of the effects of different combinations of variables at the macro level. Moreo-
ver, the estimation of the pooled model emphasising within-country changes (over time) in 
effects estimation confirmed the robustness of results, in particular with respect to ALMP 
and VOCD. It should be also highlighted that due to the data constraints macro-level vari-
ables were characterized at the national level, whereas there is evidence that SWT systems 
might be shaped at the regional level (Scandurra et al., 2021a). Finally, this paper, similarly 
to the majority of studies in this field, is mainly focused on supply-side determinants of 
the labour market. The better understanding of transition systems requires studying also 
the impact of demand-side factors reflecting the employers’ perspective (Scandurra et al., 
2021b, p. 853). This topic paves the way for further scientific exploration.

Appendix

See appendix Tables 10, 11.
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Table 10  Descriptive statistics 
(micro), three-level models 
sample (2002–2014)

Sources: European Social Survey, rounds 1–7. Own calculations

Variable Mean SD min Max

Life satisfaction 7.127 2.075 0 10
Employed 0.856 0 1
Unemployed in the past 0.370 0 1
Sufficient income 0.768 0 1
Female 0.472 0 1
Age 28.074 4.790 15 35
Having children 0.335 0 1
Migrant background 0.135 0 1
Disabled 0.099 0 1
Education:
Primary 0.169 0 1
Secondary 0.453 0 1
Tertiary 0.378 0 1
Civil status
In relationship 0.327 0 1
Divorced or widowed 0.044 0 1
Single 0.629 0 1
Year of the study
2002 0.106 0 1
2004 0.140 0 1
2006 0.153 0 1
2008 0.186 0 1
2010 0.156 0 1
2012 0.128 0 1
2014 0.131 0 1
N = 39,665
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