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Abstract

The aim of this paper is to empirically assessdfiect of flexicurity on workers perceived
security during the 2008-2010 economic downturn.

According to the flexicurity principles, in ordes preserve workers wellbeing, more flexibility
is acceptable when appropriate labour market gdjguch as generous unemployment benefits
and effective active labour market policies, carsuea that workers have employment
opportunities throughout their lives. This meanatthf a certain country wants to increase
flexibility by lowering EPL strictness, it shouldndrease security by increasing LMP
expenditure.

The empirical analysis, based on five waves (fraly 2009 to October 2010) of the Flash
Eurobarometer survey on “Monitoring the social itpaf the crisis: public perceptions in the
European Union”, shows that the so called “flexikggtircountries, namely Denmark and the
Netherlands, are characterized by much higherdeseboth job and employment security than
the other EU-27 countries, particularly if companedh the Mediterranean and the Eastern
ones. However, differently from the Netherlands d@ined Mediterranean countries (with the
exception of Greece), during the economic crisiarDark has experienced a significant decline
of both indicators. This decline has been acconguhhy a reduction of LMP expenditures, not
accompanied by an increase of EPL, suggestingtiigapolicy mix in Denmark has actually
moved against the flexicurity principles during #mnomic crisis.

More in general, our results suggest that chanfyésegpolicy mix according to the flexicurity
principles increase, ceteris paribus, both percejgb and employment security, and the effect
is usually larger for the latter.
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policies
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1. Introduction

In the last decades increasing globalization hasdiit new challenges to firms in
developed countries: adaptability and the capaidtyespond rapidly to changes in
demand and markets have become crucial for firms/igal, which have also made
major changes to their organisation, managemela ahd work practices.

From a labour market policy perspective, many OE©Dntries are still trying to find
an optimal way to protect the interests of theiparnnvolved — employers and workers
— through an equal sharing of the increased rigktdithe new economic environment.
In spite of their economic and institutional difeces, these countries share the same
main problem: how to promote sustainable economoeth, which entails maintaining
high competitiveness and flexibility, as well asuotering the increasing sense of job
insecurity (OECD 2003; Schmidt 1999).

Flexicurity has been the European answer to tisepitablem.

The “flexicurity” thesis postulates that flexibifitis not necessarily the opposite of
security, and that they can both be increased ¢frappropriate labour market policies
and institutions (Madsen 2002; Wilthagen and Tr@94). Flexicurity is then an
integrated policy approach which aims at enhandoth the flexibility of labour
markets (and work organisations and labour relajiamd workers security (particularly
with respect to employment and income) in ordefailitate transitions and reduce
labour market segmentation.

More numerical (external) flexibility is thus ac¢aple when appropriate labour market
policies, such as generous unemployment benefidseffiective active labour market
policies, can ensure that workers have employmepoiunities throughout their lives.
The flexicurity approach is then also characteriaga@ shift from job security (the same
job all life long) to employment security (any jalli life long), thus highlighting the
central role of lifelong learning in matching wor&eskills with firms’ needs.

This model was first implemented in the mid Ningtie the Netherlands and Denmark
and their good results in terms of declining unempient rates and increasing
perceived security prompted the European Commigsi@uopt the flexicurity strategy
at the EU level, proposing a set of broad commamcples of flexicurity and a series
of model ‘pathways’ for their implementation (Ewwap Commission 2007). More

specifically, any “flexicurity model” should incledfour basic elements, namely: (i)



flexible and secure contractual arrangements andk wayganisations, from the
perspective of both the employer and the emplogise, thanks to modern labour laws
and modern work organisation; (ii) active labourrkes policies, which help people to
cope with rapid organizational changes, unemploynspells and transitions to new
jobs; (iii) reliable and responsive lifelong leargisystems, to ensure the adaptability
and employability of all workers; (iv) modern sdcs&curity systems, which should be
able to provide adequate income support and faigliebour market mobility.

These Common Principles of Flexicurity constitutece then the common framework
for the implementation of integrated flexicurityagegies in the Member States.
However, the 2008-2010 severe economic and finhokggs has posed new challenges
to the flexicurity strategy, particularly in terntg financial sustainability for public
budget (generous unemployment benefits and a deselsystem of active labour
market policies may be in fact very costly duriegessions) and of the effectiveness of
its basic components in fighting unemployment orkeos insecurity.

In this perspective, empirical evidence shows tlwet, one side, in the so called
“flexicurity” countries, particularly in Denmarkhé negative effects of the economic
downturn on income and unemployment were signifigamitigated, at least in the first
years of the crisis (Jgrgensen 2011); on the iy, other countries could prevent
massive unemployment by adopting policies, suckhast-time working schemksnot
officially included in the flexicurity model envigad by the European Commission
(Eurofound 2011).

Despite the recommendations by the Council of thepean Union (2009) to manage
the global crisis through application of flexicyrjprinciples, little is known on whether
the effects of the economic crisis (in terms, fwaraple, of workers perceived security)
differ with the flexicurity model adopted by the BMember States or whether countries
changing their labour market policies in light bétflexicuirty principles could mitigate
such effects.

! Among the EU-27 Member States, working time reiductvas particularly used in Germany, Belgium,
Italy, France, the UK and Sweden. On the contrargst of the net adjustment in working hours was
mainly due to job losses in the Czech Republicy&t@, Bulgaria, Portugal, Slovenia, Hungary, Spain
and Lithuania.



In light of these considerations, the main aimtlois paper is to study the impact of the
recent economic crisis on security and workers Wweihg in the EU countries, testing
whether such impact was influenced by the flextpunodel adopted.

The remaining of the paper is structured as folloms Section 2 we review the
economic literature on flexicurity; in Section 3 wlescuss the empirical strategy; in
Section 4 we present the data and the main vasalsled in the empirical analysis, as
well as the basic descriptive statistics; the nmasults are discussed in Section 5, while

some robustness checks are reported in Sectionedlast Section concludes.

2. Literature review

Socio-economic research on flexicurity is rathercerda and mainly at the
macroeconomic level.

The earliest contributions on this issue were fedusn the Danish flexicurity model
and its impact on economic and labour market perdmice (Madsen 2002).

Other macroeconomic studies have looked at theetndéid between Employment
Protection Legislation (EPL) and Unemployment laswwe (Ul) in the flexicurity
modef, verifying their relative importance in reducingamployment and/or increasing
social well being (Pissarides 2001; . Postel-Viaag Saint Martin 2005; Boeri et al
2011). The main hypothesis behind these studi¢laiswhat matter is how different
labour market institutions and macroeconomic emvirent interact among them.

Other studies have then looked at the relative anpAEPL and Ul on perceived job
security and they find that the latter is lowercountries with stricter EPL, higher in
countries with generous Ul (Clark and Postel-Viiz@¥9). One explanation for these
results may reside in the fact that, given thedrafi between EPL and Ul, in countries
with higher EPL workers may be more insecure bex#lusy cannot count on the safety
net provided by Ul in case they lose their jobs. e contrary, in countries
characterised by flexicurity (i.e. low EPL, high dhd active labour market policies),
also temporary workers may feel secure and happytaheir employment (even if not

necessarily about their job).

2 According to theoretical literature, both EPL asidprotect workers against uninsurable labour marke
risks and Ul is not necessary if the EPL systeredgigally severance payments and the notice psyiod
is set to maximise welfare of risk-adverse agents.



A more recent strand of literature has investigdted flexibility and security (and the
flexicurity mix) can be measured at the individletel and how they affect workers
security and well being. These studies also bimmthe role of the flexicurity model to
explain the fact that temporary workers are notessarily less satisfied or feel less
secure than permanent workers.

In this perspective, Origo and Pagani (2009) pouttthat temporary workers need not
necessarily feel insecure and unhappy with thebsjof they are likely to be
continuously employed and if, in case of unemplaytnéhey can count on income
stability thanks to generous unemployment benafits are likely to find rapidly a new
job. At the same time, permanent workers may fesécure if they are likely to lose
their job and the labour market is characterisetbtyflows out of unemployment (and,
thus, high incidence of long term unemployment) gustrict EPL.

Some indirect evidence on this aspect is provideérdrrer-i-Carbonell and van Praag
(2006), who compare the effect of temporary empleynon individual job satisfaction
in Spain and the Netherlands and show that onlgpain temporary contracts are
strongly negatively correlated with job satisfantiavhile in the Netherlands there is no
relationship between job satisfaction and fixeart@ontracts lasting more than a year
and casual contracts. One of the explanations geovby the authors for this result is
the different level of uncertainty associated wimporary contracts in each country.
Indeed, The Netherlands are considered, togethterd@nmark, the country where the
flexicurity model has been so far successfully iempented.

In a similar way, Facchinetti and Origo (2010) shtwat on average temporary
employment reduces individual perceived job segumitEurope and this result does not
vary significantly with workers’ characteristicssfecially by gender), but the negative
effect is actually lower in countries characterizgdhigher levels of flexicurity. In the
case of Denmark, which is considered a “best mattin the implementation of
flexicurity in Europe, no statistically significantelationship between temporary
contracts and perceived job security is found, sstigg the existence of some effects
of the (macro) flexicurity model at the individyahicro) level.

More direct evidence on the flexicurity mix at tinelividual level, proxied by the joint
effect of the type of contract and perceived ség\fappraised through the likelihood of

losing the job in a certain time) on job satisfactis provided by Origo and Pagani



(2009). On the basis on the 2001 Special Eurobamnservey, they show that what
matters for job satisfaction is mainly perceiveld gecurity, which may be independent
of the type of contract. The combination “temporiwy secure job” seems preferable to
the combination “permanent but insecure job”, iatlity that the length of the contract
may be less important if the worker perceives tat is not at risk of becoming
unemployed. This result holds regardless of thgidieity model prevailing in the
country where workers live.

Finally, few recent studies have investigated tbeia “exportability” of the Danish
flexicurity model and its resilience to macroecomoshocks, such as the recent severe
financial and economic crisis. More specificallyjgan and Cahuc (2009) showed that
the Danish flexicurity model can be successfullg@dd only in countries characterized
by high civic attitude. Jargensen (2011) has irktaad to verify whether and how the
Danish flexicurity model was challenged by the 2@080 economic crisis. His
comparative descriptive analysis shows that, becafishigh unemployment benefits
and relatively high social assistance benefits, ekirn demand was more stabilised in
Denmark than in other EU countries and the effentsncome and unemployment were
then significantly mitigated. Furthermore, the Bdmieconomy was characterized by
high mobility rates (in terms of job-to-job mobyliand job creation and destruction)
also during the crisis. But these good results cainéhe expenses of a dramatic

worsening of the public budget.

3. Empirical strategy

The aim of the empirical analysis is to test th&eaf of the flexicurity model on
perceived workers security during an economic dawnt

A number of studies have already tried to clas#iiy EU countries in a flexicurity
perspective, according to their prevailing mix atbdur market and social policies. One
of the most popular classifications is the one psmgl by the European Commission
which, using the results of the principal comporeamilysis carried out on the basis of

four variables measuring the flexicurity principlestlined abov& cluster the EU

% These variables are: the OECD index of employnpeatection legislation (EPL) as a measure of
numerical flexibility; expenditure on labour-markeblicies (LMP, both passive and active) as a
percentage of GDP as a proxy for security; pergentd participants in lifelong training programnassa



countries into five main groups, corresponding ifeecent flexicurity models: English-
speaking countries (UK and Ireland), characterisgedigh flexibility (low EPL) and
low security (low spending on labour market pokgjeContinental countries (Germany,
Belgium, Austria and France), with intermediatdaw- flexibility and intermediate-to-
high security; Mediterranean countries (Italy, $pd&ortugal and Greece), combining
low flexibility and low security; Nordic countrig®enmark, Sweden and Finland) and
the Netherlands, with intermediate-to-high flextlyiland high security. The Eastern
European Countries (Czech Republic, Hungary, Pokmitl Slovakia) lie somewhere
between the Mediterranean and the English-speakiogntries since they are
characterized by very low levels of security congbinwith intermediate levels of
flexibility*. These clusters are robust to the methodology thaddefinition of the
variables used (Muffels and Luijkx 2005; Nicoledtial. 2000).

On the basis of this classification, we start eating the following model:

Y,

o TH AT X B+U O+ & 11
where Y is a measure of perceived security for workn countryc at timet, pc is a
fixed effect for country cy;are common time fixed effects, X is a vector ofivitlal
control variables, U the unemployment rate in countat timet ande the usual error
term.p andd are parameters to be estimated.

The EC classification allows to identify the soledl“flexicurity” countries (i.e. those
combining high flexibility and high security, namethe Nordic countries and the
Netherlands) and we can interpret estimates otthmtry fixed effects in light of this
classification. More specifically, our main resduareypothesis is that workers feel
relatively less insecure in the so-called “flexitygircountries, while they feel relatively
more insecure in the Mediterranean and Easterntgesin

The main limitation of this identification strategy that country fixed effects may

capture many other country-specific features diiférfrom the flexicurity model.

measure of employability; and average tax-wedge aseasure of the distortions created by the tax
system. For more details see European Commiss@i6}2

“ltaly is geographically part of the Mediterraneanea and it is usually considered as having a rigid
labour market. However, in recent years it hasiggmtly deregulated the use of temporary congact
yielding a reduction in its overall EPL indicatdtaly is thus characterized by a higher level ekibility
than the other Mediterranean countries and, acogrdi the EC classification, from this point of wid

is more similar to the Eastern European countries.



Furthermore, when the dependent variable, as incase, is a subjective measure,
average perception across countries may be systathadifferent because people in
different countries perceive subjective questioriter@ntly, also because they have a
quite different historical, cultural or religiousadkground. For example, statistics on
happiness usually place the Nordic countries in thghest rankings and the
Mediterrenean ones in the lowest ones, regardiebe @spect of life considered (work,
health, family, overall life) and of objective catidns (Easterlin 2001; Layard 2005).
In the case of job satisfaction, Kristensen andadeton (2008) show that, once these
systematic cross-country differences are accoufed Scandinavian countries are
ranked lower than workers from the Netherlandsgesting that simple cross-country
comparisons may lead to misleading conclusionsefito assess the effects of different
welfare models.

One way to take into account such problem, whengitadinal data are available at the
country level, is to look at within country variati over time:

Y

ICt:ﬂC+Tt+ﬂC*Tt+X IB+UC15+£iCt [2]

ict
where all the variables have the same meaning @geadnd identification of the effect

of the flexicurity model is now based on the cowspecific time fixed effectg, * 7,,

hence on changes of Y over time within each codnWith this specification, our
research hypothesis is that, if flexicurity is effee in coping with the economic
downturn, perceived security should have declineder in the so-called “flexicurity”
countries compared with the Mediterranean and Eastees.

Even if this identification strategy takes into agnt cross-country differences
influencing subjective measures, other confoundfagtors — different from the
flexicurity model and business conditions as cautury the unemployment rate — may
influence country-specific time trends.

In light of this limitation, the further step of pidentification strategy is to identify the
effect of flexicurity on workers perceived secutity using country-level data on labour
market policies expenditure and EPL.

® This specification can be estimated also separéieleach country, allowing also tiis estimates to
vary across countries.



More specifically, we first estimate the followingpdel:

Yict = LMPCta-'—/JC +Tt + x IB+UCt5+£iCt [3]

ict
where LMP is the expenditure on labour market pediper unemployed in country c at
time t and the other variables have the same mgasirabove. In light of the flexicurity
principles, given a certain level of flexibility dptured by the country fixed effects),
increasing formal security (through increasing exjieire on either active LMP or
passive LMP or both) should positively affect waskevell being and their actual
perception of security, implying that the estimate should be positive.

In order to better identify the role of changed MP in a flexicurity perspective, we
then take explicitly into account also changes RLENnd estimate also the following

specification:
Yict = LMPctal + I C[AEPL< O]LMPCtaz + luc + Z-t + XictIB +U cté + Eict [4]

where | is a dummy equals to 1 if countrjhas lowered EPL in a certain time span
beforet (AEPL<0) and the other variables are the same asealo\this specification
the effect of a change of the policy mix in a flxity perspective is measured by the
parameten,, which captures the effect of a change in sec@nityasured by changes in
LMP expenditure) in countries which have increafledibility (by reducing EPL).
According to the flexicurity approach, an increaseecurity should be more effective
on workers wellbeing when accompanied by increasiegbility, implying that the
estimated coefficient ofi2 should be positive and the overall effect of acrease in
LMP (given bya, + a;) should be larger in countries which have alsaeased
flexibility.

4. Data, definitions and descriptive analysis

The empirical analysis we present is based on nulata from five waves of the Flash
Eurobarometer, a repeated cross-sectional survagucted from July 2009 to October

2010 in EU-27 Member States to monitor public pptioms and the social impact of



the economic and financial crisis, including petoas on the existence and extent of
poverty in Europe, financial difficulties faced the householdschanges in healthcare

and social-care affordability in the previous siwnths, how citizens feel about their
future pension entitlements and concerns aboundiahstability after retiremeht

The survey collected interviews — fixed-line, mebphone and face-to-face — with
nationally representative samples of EU citizeneda@5 and older in 27 Member

State8. Our dataset is built on all the available wavéshe Flash Eurobarometer

survey monitoring the social impact of the econogrisis, namely number 276 (July

2009), number 286 (November-December 2009), nurdB8r(March 2010), number

289 (May 2010) and number 311 (October 2818)jnce our research is focused on
workers perceived security, we excluded individyalanger than 15 years old or older
than 64 years old and self-employed or not workirigrviewees. Our final dataset is
composed of 48,849 observatibhs

Regarding workers security, one of the main adgegaf this survey is that it provides
information on both job and employment securityisTdiistinction is crucial, because

one of the main consequences of flexicurity istidt rom job security (same job for

all working life), to employment security, that iving employment possibilities all

life long (EMCO, 2006).

More specifically, as in previous studies (see,ewample, Origo and Pagani 2009) in
our analysis we use the following question to idgnthe degree of perceived job

security:“How confident would you say you are in your alyilib keep your job in the

next 12 months?”On the basis of the possible ansWenae create a dummy variable

® Information are related either to financial difites of households at the moment of the interviaad

in the 12 months leading up to the survey.

" The Flash Eurobarometers surveys asehoctelephone interviews conducted at the requestngf a
service of the European Commission on specificcom@nd issues (including European governance,
politics, religion, socio-economic aspects, etm)prder to quickly acquire a better knowledge loé t
public opinion on such issues.

® The target sample size in most countries was liffi@6views.

° Specifically, Gallup’s network of fieldwork orgasaitions conducted over 25,000 interviews for the
Flash Eurobarometer 276 (from July 8 to July 12)9025,630 interviews for the Flash Eurobarometer
286 (from November 30 to December 4, 2009), 25j6%dviews for the Flash Eurobarometer 288 (from
May 18 to May 22, 2010) , 25,570 interviews for #lash Eurobarometer 288 (from May 18 to May 22,
2010) and 25,776 interviews for the Flash Eurobatem311 (from October 6 to October 10, 2010).
Statistical results were weighted to correct foown demographic discrepancies

19 See Appendix for details by survey wave and cquntr

! possible answers were: very confident, fairly @erit, not very confident, not at all confident.
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(d_keeping_job) which is equal to 1 if the workers state thatytlaee fairly or very
confident to keep their jobs and O otherwise.

Perceived job securit§ has overall increased over time, with 76.7 pet oénworkers
being confident or fairly confident about their jebcurity in July 2009 versus 79.7 per
cent in October 2010.

Differently from previous studies, we also inveatg employment security using the
following question:If you were to be laid-off, how would you rate, arscale from 1 to
10, the likelihood of you finding a job in the next months?”.We create a dummy
variable @_finding_job) equals to 1 if the worker's answer is equal toréigher, O
otherwise. Perceived employment secdfitg much lower than perceived job security,
since only 45.7 per cent of workers believes sheldvbe likely to find a job in the
following six months. Perceived employment secuistyather stable over time (46.1
per cent in July 2009, 45.6 per cent in Octobel0?d1

The survey provides also information on workerghdgraphic characteristics and job
attribute$®. Demographic characteristics of the respondentiude gender, age,
education and type of residence. To proxy for jibbates, we use information on the
respondent’s occupatith

Finally, in order to identify changes in the polioyx in a flexicurity perspective, we
use Eurostat data on total expenditure on LMP wetgions per unemployed, as the
sum of expenditures on LMP measures and on LMP astpper unemployed. LMP
measures include active measures for the unemplayaather target groups including
the categories of training, job rotation and jobargshg, employment incentives,
supported employment and rehabilitation, direct gpbation, and start-up incentives.
LMP supports cover financial assistance that aonsotmpensate individuals for loss of
wage or salary (out-of-work income maintenance asuwpport, i.e. mostly

unemployment benefits) or which facilitates earyirement. Expenditures on LMP

12 From now on we imply job security as the perceigedfidence of workers of keeping their jobs.

'3 From now on we imply employment security as the@iged confidence of workers of finding a new
job in the following six months.

4 See the Appendix for detailed descriptive stafssti

15 See the Appendix for the complete list of the afalés used in our analysis and their means and
descriptive statistics, including their correlatiwith the dependent variables.

'8 The available occupations are: professional (eygslodoctor, lawyer, accountant, architect), general
manager, director or top manager, middle managet servant, office clerk, other employees (salasm
nurse, etc...), supervisor / foreman (team manager,.) of manual workers, general manual worker,
unskilled manual worker and other manual worker.

11



measures and on LMP supports per unemployed amneagstl on average, respectively,
as € 4,433.22 and € 8,652.64. Differences betwemresvand countries are shown in
Appendix. The main difference between these twaicatdrs consist in expenditures on
LMP measures per unemployed generally increasirey tne, on average, from €
3,931.37 in July 2009 to € 5,019.64 in October 204MBile expenditures on LMP
support per unemployed are almost constant owes. ti

In order to measure changes in the EPL legislatonording to the flexicurity
principles, we use data on the OECD indexes on &HRttness and create a dummy
variable equal to 1 if a specific country has retu&PL strictness in the five years
before the survey (between 2005 and 2009 or 20bd) @ otherwise. We also
distinguish between changes in the overall Indestafed to both permanent and
temporary workers) and changes in EPL of permac@miracts, assuming that the latter
are more relevant for workers perceived security.

Figure 1 show the positive relationship betweealtexpenditure on LMP interventions
per unemployed and perceived job security. Thgaisicularly true in Nordic countries
and in the majority of Continental countries whene, consideration of the total
expenditures on LMP interventions exceeding temshad euros per unemployed, the
confidence of interviewees of keeping their jobkigher than ninety per cent.

Figure 2 describes the relationship between toga¢éeditures on LMP interventions per
unemployed and perceived employment security. Afsohis case, the relationship
between perceived employment security and pubbeeditures for LMP measures and
LMP supports per unemployed is positive. Indeed,countries where the total
expenditures on LMP interventions exceed twentyushod euros per unemployed,
such as Nordic countries and the majority of Caattal countries, the percentage of
people perceiving sufficiently employment secuigygenerally higher than fifty per

cent.

12
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Figure 2: LMP expenditure and employment security
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The relationship between reducing EPL and job angleyment security is described

in Table 1. Reducing EPL among all workers is asgéed with an increase in perceived
employment security in each wave and on averag®&44ger cent in countries that have
not reduced EPL among all workers versus 52,23 geett in countries that have

intervened in this sense). Conversely, job secisigimost constant.

If we focus on government interventions to decreB$d. strictness only among

permanent workers, we again notice job securityaisiost constant; but that

employment security is lower (49,49 per cent inntdas that have not reduced EPL at
least among permanent workers versus 47,03 perirc@ountries that have decreased
EPL only among permanent workers). These conflictiesults can be reconciled and
interpreted considering that, if more flexibilitys iguaranteed by government
interventions focused on reducing EPL among allkers, the interviewees in our

dataset have higher confidence of finding a jothanfollowing six months, at least in a

non-permanent position.

Table 1: Employment strictness and job and employment security

Reducing employment strictness for all workers Réuyemployment strictness only for permanent wrske
Job security Employment security Job security Employment security
No Yes No Yes No Yes No Yes
July 2009 0,8328 0,813§ 0,4683 0,5222 July 2009 0,8247 0,827 0,4937 0,4761
Nov.-Dec. 2009 0,8391 0,8241 0,4790 0,5025 Nov.-Dec. 2009 0,8307 0,8398 0,4933 0,4754
March 2010 0,8339  0,8374 0,4635 0,5270 March 2010 0,8381 0,827 0,4985 0,4668
May 2010 0,8295 0,8429 0,4631 0,5279 May 2010 0,8339  0,8401 0,5016 0,4549
October 2010 0,8376  0,8361 0,4527 0,5311 October 2010 0,8325 0,852p 0,4878 0,4773
All five waves 0,8346  0,8310  0,4654 0,5223 All five waves 0,8319  0,8377 0,4949 0,4703
5. Results

The aim of the empirical analysis is to identifgteris paribus, the effect of flexicurity
on workers job and employment security during tt@nemic crisis.

Following the empirical strategy discussed in SectB, we first identify such effect

through the estimated country/region fixed effett®e main results of the probit
estimations of equation [1] are presented in T&bl€he specifications presented differ
in the dependent variables and in the set of veesalbised to identify differences
between countries, In column (1) and (Il) we explaifferences between groups of
countries, with Nordic countries being our excludgeup, in terms of job and

14



employment security, respectively. Similarly, idwans (11l) and (IV) we use countries
fixed effects, with Denmark being our excluded doy.

The estimated country fixed effects show that,reefEaribus, workers in Mediterranean
and Eastern countries display the lowest level erc@ived job security (column I):
differences with respect to the Nordic countriesiadqto 20.7 and 25 per cent,
respectively. Compared with the Nordic countriedy gecurity is significantly lower
(by almost 10 percent) also in the UK and Ireland.

Similar results emerge for employment security. Kéogs in Mediterranean countries
are those with the lowest confidence of findingeavijob in the following six months:
in these countries employment security is 32.1geet lower than in Nordic countries.
A negative and statistically significant differenisealso estimated for the Continental
countries (-12.4 per cent), for UK and Ireland (&ger cent) and for Eastern countries
(- 25.2 per cent).

Estimates of specific country fixed effects confithese results (see columns Il and
IV). Countries in Mediterranean and Eastern Eur@pe characterized by lower
perceived job security. These differences are qaddily large for Greece (-32.8 per
cent), Latvia (-48.4 per cent) and Lithuania (-5pet cent). Generally, job security in
Mediterranean and Eastern countries is always nhmekr than in Denmark. On the
contrary, in Continental countries, with the exaaptof France, and in UK and Ireland
these differences are smaller and in few caseselyaine Netherlands and Austria, they
are not statistically significant. Similar resudise estimated in terms of employment
security. In Mediterranean countries, employmerdusty is between 27.2 per cent
(Spain) and almost 34 per cent (Greece) lower timaenmark. Among Eastern
countries, in Cyprus and Latvia employment secustynuch lower than in Denmark:
31.3 and 30.6 per cent, respectively. Compared donfiark, employment security is
15.9 per cent lower in Slovakia, 18.7 per cent loiwePoland and 19.8 per cent lower
in Czech Republic. Similar patterns emerge for s@uastinental countries (France and
Luxembourg), but much smaller differences emergeBelgium (-8.5 per cent), the
Netherlands (-10.4 per cent) and the other Noradigntries (3.6 per cent lower in
Sweden, 6.7 in Finland).

" The table reports only the marginal effects. Tilesiet of results and the coefficient of the ptobi
estimations are available from the authors uponesi
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Table 2: Differences by group of countriesand by singular country in termsof job
and employment security

Group of countries Singular countries
Job security Employment security Job security Employment security
0] (I (m v)
Nordic countries
Finland -0.0390*** -0.0668***
(0.0084) (0.0071)
Sweden -0.0398*** -0.0361***
(0.0082) (0.0072)
Netherlands -0.0138 -0.1036***
(0.0127) (0.0120)
Continental countries -0.0405 -0.1241%*=
(0.0322) (0.0367)
Austria 0.0280*** -0.1043***
(0.0097) (0.0111)
Belgium -0.0965*** -0.0854***
(0.0065) (0.0055)
Luxembourg -0.0159 -0.2235%*+*
(0.0117) (0.0092)
France -0.1480*** -0.2341 %+
(0.0121) (0.0073)
Germany -0.0201*** -0.1695***
(0.0033) (0.0032)
UK & Ireland -0.0975** -0.2261%**
(0.0274) (0.0738)
United Kingdom -0.0822*** -0.1555***
(0.0061) (0.0042)
Ireland -0.1493%* -0.3175%*
(0.0346) (0.0143)
Mediterranean countries -0.2075*** -0.3207***
(0.0399) (0.0153)
Greece -0.3280*** -0.3396***
(0.0258) (0.0094)
Italy -0.1172%** -0.3255*+*
(0.0091) (0.0040)
Spain -0.2800*** -0.2723***
(0.0732) (0.0346)
Portugal -0.2000*** -0.3014***
(0.0228) (0.0102)
Eastern countries -0.2504*** -0.2515%**
(0.0397) (0.0273)
Cyprus -0.2376%** -0.3132%*
(0.0092) (0.0044)
Czech Republic -0.1550%** -0.1986***
(0.0037) (0.0042)
Estonia -0.4013%** -0.2299***
(0.0568) (0.0301)
Hungary -0.1125%* -0.2506***
(0.0199) (0.0112)
Latvia -0.4836*** -0.3059***
(0.0670) (0.0299)
Lithuania -0.5141%** -0.2970***
(0.0516) (0.0252)
Malta -0.1075*** -0.2742*+*
(0.0050) (0.0040)
Poland -0.2863*** -0.1871***
(0.0135) (0.0075)
Slovakia -0.3875*** -0.1590***
(0.0387) (0.0235)
Slovenia -0.1743** -0.2052***
(0.0049) (0.0048)
Bulgaria -0.3892*** -0.2699***
(0.0113) (0.0058)
Romania -0.2957*** -0.2726%**
(0.0058) (0.0030)
Control Variables
Country fixed effects YES YES YES YES
Unemployment rate YES YES YES YES
Time fixed effects YES YES YES YES
Demographic characteristics YES YES YES YES
Job attributes YES YES YES YES
Observations 47,580 47,580 47,580 47,018
Log Likelihood -22625 -22625 -21822 -29147

Robust standard errors in parentheses. Excludednguwrariables: Nordic countries - Denmark. We actdoncluster errors within
countries. ** p<0.000, ** p<0.050, * p<0.100
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In a second stage, we turn our attention to howeyatb employment security vary over
time within each country/flexicurity mod&l Figure 3 describes the estimated trends in
perceived job security (Figure 3a) and in perceigetployment security (Figure 3b).
Job security is increasing in Nordic, Continentadl @ Eastern countries. Specifically,
in Eastern Europe the confidence of workers of kegpheir jobs have raised of 4.6
percentage points, from almost 68 per cent in 209 to 72.6 per cent in October
2010. This effect is mainly driven by the statialig significant increase in job security
in Hungary, Latvia, Lithuania and Malta. The estietatrend is increasing, albeit at a
lower pace, also in Continental and in Nordic caest but Contrary Denmark has
experienced a significant decline in perceived geburity, particularly in the last two
waves. Conversely, job security is substantiallpstant in the UK and Ireland and
decreasing in Mediterranean Europe, where the p&ge of those confident in keeping
their job went, in the same period, from 77 to €8 gent. The decrease in job security
in Mediterranean countries is completely determibgdGreece, while the estimated
trends for Italy, Spain and Portugal are not diatily significant. Among Greek
workers job security has been declining by mora ttapercentage points between July
2009 and October 2010.

Employment security has been increasing in the biiKleeland, in Continental Europe
and in the Nordic countries, but also in this casgtatistically significant decline (by
almost 7 percentage points) is estimated for Dekn@n the contrary, Mediterranean
and Eastern countries are characterized by dengeasnployment security: from 30.4
to 29.8 per cent in Mediterranean Europe and fré&7 80 38 per cent in the East. As
for job security, the estimated decline of emplogimsecurity in the Mediterranean
countries is driven by Greece, while changes auweg aire not statistically significant in

the case of Italy, Spain and Portugal.

'8 On the basis of the EC classification discussethénprevious Section, we group EU countries in the
following way: Nordic countries (Denmark, Finlaneshda Sweden) and the Netherlands, Continental
countries (Austria, Belgium, France, Germany anddmburg), UK & Ireland, Mediterranean countries
(Greece, ltaly, Spain and Portugal) and Eastermtci@s (Cyprus, Czech Republic, Estonia, Hungary,
Latvia, Lithuania, Malta, Poland, Slovakia, SlowerBulgaria and Romania).
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Figure 3: Trendsin job and employment security over time
a) job security
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b) employment security
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Results presented in Table 2 and in Figure 3 umneqally show the presence of
marked differences in terms of both job and empleymsecurity between Nordic
countries, like Denmark and the Netherlands, amrdotiner EU countries, particularly
the Mediterranean and Eastern ones. However, wabuntries time trends show that
both measures of security have been significangiglining in the case of Denmark,
casting some doubts on the effectiveness of thactiaty approach (at least of the

Danish version) during an economic downturn.
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In what follows we try to investigate whether suobnds, particularly in the case of
Denmark, are explained by changes in flexibilitydlan security (as captured by,
respectively, EPL strictness and public expemédgwon LMP) going actually against
the flexicurity principles. Specifically, the resela question we test is whether changes
in the policy mix according to the flexicurity paiples, which should entail increasing
flexibility (through a reduction of EPL) accompaahiby increasing security (through
increasing expenditure on LMPs), contributes totable or increasing workers’
confidence in keeping their current job and/orintling a new job within six months.
This question is particularly relevant as the ye88-2010 were marked by a severe
economic and financial crisis.

The model presented in Table 2 is thus revisedudielf information on public
expenditures on LMP interventions, still contrafjifor country fixed effects. The
estimated coefficients for the new variables al@mnest whether, within country, an
increase in LMP expenditure (and hence an increassecurity) affects workers
perceived security. Results are presented in Tabl#he specifications differ in the
dependent variables and in the proxy used to cappublic expenditures on LMP
interventions: column (l) reports the estimateeet of the total expenditures on LMP
interventions per unemployed on job security; imnuom (Il) we replicate the same
analysis but focusing on employment security; cailu@il) and (IV) show results
related to expenditures on LMP measures and LMP@tgy on job and employment
security, respectively.

Results confirm the existence of a positive retegiop between public expenditures on
LMP interventions and job and employment secufiye specification in column (I)
shows that, for each additional thousand eurosipemployed of total expenditures on
LMP interventions, job security is 1.08 per cengh@r. This effect is attributable to
expenditures on LMP supports; indeed, expenditareMP measures do not have a
statistically significant effect on job securityg shown in column (lII).

As predicted by the flexicurity approach, the effetan increase of total expenditures
on LMP interventions is even larger on employmestusity: an additional thousand
euros per unemployed of expenditures on LMP int#feas increases the confidence

of workers of finding a new job within six monthy 1.37 per cent. In terms of
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employment security, expenditures on both LMP messwand LMP supports are
correlated with an increase of employment secuaty:additional thousand euros per
unemployed increase the confidence of workers radifig a new job in the next six
months of 1.85 per cent and of 1.18 per cent, cisdy.

These results seem to suggest that, in a periedafomic and financial crisis, such as
the one between July 2009 to October 2010, actmur market policies (LMP
measures) or passive labour market policies (LM#pstis) have helped in increasing

workers confidence in keeping their job and of fitgda new job in the short term.

Table 3: Effects of public expenditureson LMP interventionson job and
employment security

Total expenditure on LMP Expenditures on LMP measures and on
interventions LMP supports
Job security Employment security Job security Employment security

() (U] (D) v)

Total expenditure on LMP interventions 0.0108*** 0@37***
(0.0047) (0.0026)
Expenditures on LMP measures 0.0108 0.0185**
(0.0109) (0.0103)
Expenditures on LMP supports 0.0107* 0.0118**
(0.0063) (0.0035)
Control Variables
Country fixed effects YES YES YES YES
Unemployment rate YES YES YES YES
Time fixed effects YES YES YES YES
Demographic characteristics YES YES YES YES
Job attributes YES YES YES YES
Observations 36,036 35,550 36,036 35,550
Log Likelihood -16161 -21992 -16161 -21992

Robust standard errors in parentheses. Excludednguwrariable: Denmark. We account for cluster ermithin countries. *** p<0.000, **
p<0.050, * p<0.100

As the final step of our analysis, we have to itigase whether combining increasing
expenditures on LMP interventions with decreasim®) Estrictness would affect the
workers perceptions in terms of job and employmseturity. This analysis is
performed including in the model of interest valésbcapturing whether a certain
country has changed its policy mix according toftaricurity principles: the variables
included are the interaction between the dummyabdes that capture a reduction of
EPL (since 2005), among all workers or only amomgnanent workers, and the
variables related to public expenditures on LMRventions.

Results are presented in Table 4: the specificattbifier in the dependent variables, in
the way in which LMP interventions are measureda(texpenditures vs. expenditures
on LMP measures and LMP supports) and in the wawhich variations in EPL
strictness are identified. Table 4a, column (I)omep the estimated effects of the

application of the flexicurity model among all werk controlling for country fixed
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effects; in column (Il) we replicate the same as@lyon employment security; column
(111 and (IV) show results related to the applioatof the principles of the flexicurity
model only on permanent workers on job and emplaynsecurity, respectively. In
Table 4b, the same pattern is followed to estintia¢eeffects on job and employment
security of expenditures on LMP measures and LMipaus, respectively.

Results shown in Table 4a suggest that the fleitycatrategy contributes to increasing
the positive effects of public expenditures on LMErventions. When the reduction of
EPL have concerned all workers, the estimated eif$earound 2.3 per cent higher per
each additional thousand euros per unemployed, waigpect to the effect of
expenditures on LMP interventions in countries tieate not changed EPL framework.
This effect is slightly lower if the reduction ofPE have concerned only permanent
workers, with an estimate of 1.01 per cent per eadtitional thousand euros per
unemployed compared to the effect of public exgengs on LMP interventions in
countries which have not intervened to reduce EPL.

The additional effect of the application of thexiurity model is significantly greater
on employment security: combining public expendituon LMP interventions and
policies aimed to reducing EPL among all workersitabutes to increasing the
confidence of workers in finding a new job in thes term by 2,97 per cent per each
additional thousand euros per unemployed expendét, respect to corresponding
confidence of workers in countries which exclusyveicrease public expenditures on
LMP interventions. This effect is again slightlywler if the reduction of EPL has
concerned only permanent workers and it is equd.toper cent per each additional
thousand euros per unemployed expended.

Table 4b confirms the positive and statisticallgndicant effect of the flexicurity
system on job and employment security. Splitting tbtal expenditures on LMP
interventions into LMP measures and LMP supportsfind a positive and statistically
significant effect on job and employment securifyLMP measures. The additional
effect of mixing a reduction of EPL with public eequditures on LMP measures
increases job security by 3.1 per cent and employsecurity by 4.4 per cent per each
additional thousand euros per unemployed, with eelsgo the effect of public
expenditures on LMP measures in countries thatalantervene to reduce EPL. On the

contrary, the additional effect of mixing a redoatiof EPL with an increase of public
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expenditures on LMP supports does not have stalbtisignificant effects on job and

employment security.

Table 4: Effects of flexicurity on job and employment security

a) Total expenditures on LMP interventions

Job security Employment Job security Employment
security security
Total expenditure on LMP 0.0090*** 0.0148** 0.0112** 0.0172%*
interventions (0.0021) (0.0018) (0.0028) (0.0027)
Flexicurity (all workers) 0.0233** 0.0297***
(0.0073) (0.0094)
Flexicurity (only permanent workers) 0.0101* ae2*
(0.0058) (0.0108)
Control Variables
Country fixed effects YES YES YES YES
Unemployment rate YES YES YES YES
Time fixed effects YES YES YES YES
Demographic characteristics YES YES YES YES
Job attributes YES YES YES YES
Observations 25,713 25,331 25,713 25,331
Log Likelihood -10275 -15688 -10275 -15688

Robust standard errors in parentheses. Excludednguariable: Denmark. We account for cluster ermithin countries. *** p<0.000, **
p<0.050, * p<0.100

b) Expenditures on LMP measures and supports

Job security Employment Job security Employment
security security
0.0002 0.0032 0.0202*** 0.0263***
Expenditures on LMP measures (0.0104) (0.0091) (0.0062) (0.0069)
0.0090*** 0.0153*** 0.0102%** 0.0163***
Expenditures on LMP supports (0.0014) (0.0015) (0.0027) (0.0027)
Flexicurity (all workers) — LMP 0.0307*** 0.0436***
measures (0.0119) (0.0106)
Flexicurity (all workers) — LMP 0.0205 0.0455
supports (0.0223) (0.0315)
Flexicurity (only permanent workers) -0.0126 -0.0063
— LMP measures (0.0116) (0.0172)
Flexicurity (only permanent workers) 0.0700*** 0.0997***
— LMP supports (0.0192) (0.0239)
Control Variables
Country fixed effects YES YES YES YES
Unemployment rate YES YES YES YES
Time fixed effects YES YES YES YES
Demographic characteristics YES YES YES YES
Job attributes YES YES YES YES
Observations 25,713 25,331 25,713 25,331
Log Likelihood -10274 -15687 -10274 -15687

Robust standard errors in parentheses. Excludednguariable: Denmark. We account for cluster ermithin countries. *** p<0.000, **
p<0.050, * p<0.100

In countries which have decreased EPL strictnegsamong permanent workers, only
expenditures on passive LMP have positive effeatgob and employment security:
combining a reduction of EPL with an increase dluexpenditures on LMP supports

increase the confidence of workers of keeping tfodis of 7.0 per cent and of finding a
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new job in the following six months of almost 10 gent per each additional thousand
euros per unemployed, in comparison with the eftégbublic expenditures on LMP
supports in countries that do not intervene to ced&EPL even among permanent
workers. No statically significant effects are fduwhen we combine a reduction of
EPL only among permanent workers with an incredsgublic expenditures on LMP
measures, compared to the effect of public experediton LMP interventions in

countries which have not intervened to reduce BRIn@mong permanent workers.

6. Sensitivity analysis
» Different dependent variables

We test the results of the specification [4] whithestigates the effect of the flexicurity
model using different dependent variables, in plaicéhe dummy variables that capture
a sufficient level of workers’ confidence of keepitiheir jobs and of finding a new job
in the following six months.

Specifically, we test our results on job securitging the dummy variables
d_keeping_job_high andd_keeping_job_low. The dummyd_keeping_job_high is
equal to 1 if the interviewees are very confidenkéep their jobs and to 0 otherwise
The dummyd_keeping_job_low is equal to 1 if the interviewees are at leastatdll
confident to keep their jobs and to 0 othenffils®erforming the model of interest [4]
using these dummy variabféswe notice that our results on the effect of fleai€urity
strategy are robust only considering a reductioBRE among all workers.

With the aim of testing our results on employmestusity, we introduce the pseudo-
continuous variablefinding_job which varies between 1 and 10 and capture the
likelihood of finding a job in the following six nmbhs perceived by the interviewees.
Results using the pattern described in the equydipwith an OLS estimator provide
more robustness to our results. Indeed, we notsitipe and statistically significant
effects of any measures of flexicurity on the valeaused to proxy employment

security.

191t occurs when employees are fairly, not very arat all confident to keep their jobs.
201t occurs when employees are not at all confideteep their jobs.
%I Results of the sensitivity analysis are shown péndix.
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* Results using public expenditures on LMP intervamgias percentage of GDP

A further test for our results consists in usingaswres of public expenditures on LMP
interventions as percentage of GDP, rather tharupemployed. Results confirm our
findings: an increase of public expenditures on LMferventions in terms of
percentage of GDP, combined with a reduction of Hils a positive and statistically
significant effect on job security and employmeatwsity if these expenditures are
directed to promote training, employment incentivegpports for employment and
rehabilitation, direct job creation and start-upantives (active LMP). If the reduction
of EPL has concerned only permanent workers, thdigoaxpenditures either on LMP
measures or on LMP supports contribute to increesders’ confidence of keeping

their jobs or of finding a new job in the shortrter

7. Conclusion

The aim of this paper was to empirically assessetifiect of flexicurity on workers
perceived security also during a severe economantlon, like the 2008-2010 one.
According to the flexicurity principles, in ordeo preserve workers wellbeing, more
flexibility is acceptable when appropriate labouarket policies, such as generous
unemployment benefits and effective active labowrkat policies, can ensure that
workers have employment opportunities throughoeirthves. This means that, if a
country want to increase flexibility by lowering EPstrictness, it should increase
security by increasing LMP expenditure. Howevee, 2008-2010 severe economic and
financial crisis has posed new challenges to #vadurity strategy, particularly in terms
of financial sustainability for public budget (geoes — or increasing - unemployment
benefits and active labour market policies mayrbfact very costly during recessions)
and of the effectiveness of its basic componentggiiting unemployment or workers
insecurity.

Our empirical analysis, based on five waves (frarty 2009 to October 2010) of the
Flash Eurobarometer survey on “Monitoring the doaiapact of the crisis: public
perceptions in the European Union”, show that thecalled “flexicurity” countries,
namely Denmark and the Netherlands, are charaeteby much higher level of both
job and employment security than the other EU-2Tnties, particularly if compared
with the Mediterranean and the Eastern ones. Howeddferently from the
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Netherlands, during the economic crisis Denmarkexgeerienced a significant decline
in both indicators, particularly in 2010, when mosthe other countries have registered
a significant increase. Such decline has been guaonied by a significant reduction in
LMP expenditures, not accompanied by an increadePtf, suggesting that the policy
mix in Denmark has actually moved against the #esty principles during the
economic crisis.

More in general, our results suggest that chanfigleopolicy mix according to the
flexicurity principles increase, ceteris paribugttb perceived job and employment
security, but the effect is usually larger for tager.

Overall, our analysis seems to confirm that flexigu positively affects workers
wellbeing also during an economic downturn. Thatre¢ly negative trends registered
in the case of Denmark are actually not determibgdthe failure of the Danish
flexicurity model, but by a change in the policyxnwhich actually was against the

flexicurity principles.
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Appendix

Table Al: Distribution of answersby country and time

July 2009 Nov.-Dec. 2009 March 2010 May 2010 ®et®?010  All 5 waves

Nordic countries

Denmark 593 600 472 516 527 2708
Finland 441 408 393 421 380 2043
Sweden 435 360 675 643 548 2661
Netherlands 461 474 431 450 494 2310
Continental countries

Austria 370 335 406 366 354 1831
Belgium 395 309 319 262 312 1597
Luxembourg 232 222 191 241 215 1101
France 393 409 402 394 392 1990
Germany 383 372 380 340 366 1841
UK & Ireland

United Kingdom 427 373 393 350 375 1918
Ireland 391 309 387 395 426 1908
Mediterranean countries

Greece 286 272 264 275 327 1424
Italy 385 316 321 329 318 1669
Spain 437 399 356 336 385 1913
Portugal 354 388 366 342 348 1798
Eastern countries

Cyprus 181 206 170 151 199 907
Czech Republic 378 404 404 336 320 1842
Estonia 434 432 430 394 408 2098
Hungary 370 369 353 321 327 1740
Latvia 400 392 361 383 365 1901
Lithuania 464 431 447 417 442 2201
Malta 142 143 139 136 141 701
Poland 378 351 334 331 300 1694
Slovakia 449 417 367 314 414 1961
Slovenia 317 283 254 285 289 1428
Bulgaria 419 425 389 390 423 2046
Romania 370 352 343 250 303 1618
Total 10285 9751 9747 9368 9698 48849

Table A2: Data description

N.Obs Mean Std.Dev. Min Max
Dependent variables
d_keeping_job 47580 0,7838 0,4116 0 1
d_finding_job 47018 0,4571 0,4982 0 1
Independent variables
Country
Nordic countries
Denmark 48849 0,0554 0,2288 0 1
Finland 48849 0,0418 0,2002 0 1
Sweden 48849 0,0545 0,2270 0 1
Netherlands 48849 0,0473 0,2123 0 1
Continental countries
Austria 48849 0,0375 0,1899 0 1
Belgium 48849 0,0327 0,1778 0 1
Luxembourg 48849 0,0225 0,1484 0 1
France 48849 0,0407 0,1977 0 1
Germany 48849 0,0377 0,1904 0 1
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N.Obs Mean Std.Dev. Min Max
UK & Ireland
United Kingdom 48849 0,0393 0,1942 0 1
Ireland 48849 0,0391 0,1937 0 1
Mediterranean countries
Greece 48849 0,0292 0,1682 0 1
Italy 48849 0,0342 0,1817 0 1
Spain 48849 0,0392 0,1940 0 1
Portugal 48849 0,0368 0,1883 0 1
Eastern countries
Cyprus 48849 0,0186 0,1350 0 1
Czech Republic 48849 0,0377 0,1905 0 1
Estonia 48849 0,0429 0,2027 0 1
Hungary 48849 0,0356 0,1853 0 1
Latvia 48849 0,0389 0,1934 0 1
Lithuania 48849 0,0451 0,2074 0 1
Malta 48849 0,0144 0,1189 0 1
Poland 48849 0,0347 0,1830 0 1
Slovakia 48849 0,0401 0,1963 0 1
Slovenia 48849 0,0292 0,1685 0 1
Bulgaria 48849 0,0419 0,2003 0 1
Romania 48849 0,0331 0,1790 0 1
Unemployment rate 4884910,04314  4,331618 3,3 20,7
Wave
July 2009 48849 0,2105 0,4077 0 1
Nov.-Dec. 2009 48849 0,1996 0,3997 0 1
March 2010 48849 0,1995 0,3997 0 1
May 2010 48849 0,1918 0,3937 0 1
October 2010 48849 0,1985 0,3989 0 1
Personal characteristics
Male 48849 0,4348 0,4957 0 1
Age class
15-24 years 48849 0,0445 0,2063 0 1
25-39 years 48849 0,3193 0,4662 0 1
40-54 years 48849 0,4615 0,4985 0 1
55+ years 48849 0,1747 0,3797 0 1
Years in education
Never in education 48849 0,0089 0,0941 0 1
Less than 15 years 48849 0,0700 0,2551 0 1
16-20 years 48849 0,5000 0,5000 0 1
20+ years 48849 0,4058 0,4911 0 1
Still in education 48849 0,0088 0,0932 0 1
Refuse to answer 48849 0,0065 0,0803 0 1
Area of residence
Rural area 48849 0,3316 0,4708 0 1
Metropolitan area 48849 0,2101 0,4074 0 1
Urban area 48849 0,4565 0,4981 0 1
Job attributes
Professional employee 48849 0,1294 0,3356 0 1
General management, director or top management A88484,0325 0,1774 0 1
Middle management 48849 0,0751 0,2635 0 1
Civil servant 48849 0,1484 0,3555 0 1
Office clerk 48849 0,1283 0,3344 0 1
Salesman, nurse, etc 48849 0,1955 0,3966 0 1
Other employee 48849 0,1063 0,3083 0 1
Supervisor / foreman (team manager, etc...) of 48849  0,0159 0.1253 0 1
manual workers
Manual worker 48849 0,1287 0,3349 0 1
Unskilled manual worker 48849 0,0251 0,1565 0 1
Other worker 48849 0,0148 0,1208 0 1
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Table A3: Descriptive statistics

Job security

Employment security

Country

Nordic countries

Denmark 0,9151 0,6758
Finland 0,9072 0,6242
Sweden 0,9122 0,6365
Netherlands 0,9205 0,5957
Continental countries

Austria 0,9299 0,5932
Belgium 0,8552 0,5858
Luxembourg 0,9171 0,4835
France 0,8260 0,4205
Germany 0,8985 0,4806
UK & Ireland

United Kingdom 0,8759 0,5427
Ireland 0,8381 0,3221
Mediterranean countries

Greece 0,7234 0,2915
Italy 0,8351 0,2878
Spain 0,7048 0,3209
Portugal 0,7679 0,3361
Eastern countries

Cyprus 0,7830 0,3422
Czech Republic 0,8119 0,4947
Estonia 0,5824 0,3583
Hungary 0,8301 0,3987
Latvia 0,5250 0,2903
Lithuania 0,5134 0,3146
Malta 0,8449 0,4134
Poland 0,7083 0,5015
Slovakia 0,6120 0,4702
Slovenia 0,8202 0,4868
Bulgaria 0,6215 0,3815
Romania 0,6983 0,4133
Wave

July 2009 0,7673 0,4614
Nov.-Dec. 2009 0,7798 0,4575
March 2010 0,7852 0,4517
May 2010 0,7911 0,4584
October 2010 0,7969 0,4565
Personal characteristics

Female 0,7751 0,4216
Male 0,7951 0,5032
Age class

15-24 years 0,7584 0,5395
25-39 years 0,7848 0,5575
40-54 years 0,7829 0,4435
55+ years 0,7909 0,2791
Years in education

Never in education 0,0089 0,4746
Less than 15 years 0,0700 0,3077
16-20 years 0,5000 0,4195
20+ years 0,4058 0,5281
Still in education 0,0088 0,5196
Refuse to answer 0,0065 0,3843
Area of residence

Rural area 0,7944 0,4550
Metropolitan area 0,7952 0,5063
Urban area 0,7713 0,4362
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Job security Employment security

Job attributes

Professional employee 0,8174 0,5173
General management, director or top management 16,86 0,6042
Middle management 0,8553 0,5497
Civil servant 0,8665 0,4154
Office clerk 0,8001 0,4209
Salesman, nurse, etc 0,7662 0,4778
Other employee 0,8014 0,4796
Supervisor / foreman (team manager, etc...) of mianu 0.7447 0,4761
workers

Manual worker 0,6309 0,3683
Unskilled manual worker 0,6044 0,3085
Other worker 0,7318 0,4208

Table A4: Public expenditureson LMP measuresand L M P supports by country

and time

LMP measures LMP supports
Nordic countries
Denmark 14,9622 19,0814
Finland 6,4729 14,4427
Sweden 6,1623 4,6562
Netherlands 13,7470 29,6630
Continental countries
Austria 9,6338 20,8783
Belgium 10,6270 21,2630
Luxembourg 13,8914 28,6848
France 5,3985 9,8802
Germany 4,6547 11,2723
UK & Ireland
United Kingdom 0,2960 2,1693
Ireland 4,0245 16,1564
Mediterranean countries
Greece 1,0579 3,4294
Italy 2,6835 10,7682
Spain 1,5927 7,3174
Portugal 1,6453 3,7054
Eastern countries
Cyprus 1,6042 4,6783
Czech Republic 0,7738 1,5473
Estonia 0,1943 1,4607
Hungary 0,7910 1,1729
Latvia 0,3524 0,7268
Lithuania 0,2351 0,7233
Malta 0,1749 1,8118
Poland 1,1577 0,7414
Slovakia 0,2929 1,3081
Slovenia 1,3333 3,6694
Bulgaria 0,3291 0,5629
Romania 0,0579 0,8137
Waves
July 2009 3,9314 8,6679
Nov.-Dec. 2009 3,9225 8,5732
March 2010 4,8823 8,4410
May 2010 5,1982 8,9081
October 2010 5,0196 8,7287
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Table A5: Effectsof flexicurity on job security (d_keeping_high and
d_keeping_low)

a) Total expenditures on LMP interventions

d_keeping_highd_keeping_highd_keeping_low d_keeping_low

Total expenditure on LMP interventions 0.0177** 0.0201* -0.0006 0.0015
(0.0039) (0.0036) (0.0021) (0.0023)
Flexicurity (all workers) 0.0192 0.0203***
(0.0196) (0.0056)
Flexicurity (only permanent workers) -0.0384* 0.0069
(0.0226) (0.0078)
Control Variables
Country fixed effects YES YES YES YES
Unemployment rate YES YES YES YES
Time fixed effects YES YES YES YES
Demographic characteristics YES YES YES YES
Job attributes YES YES YES YES
Observations 25,713 25,713 25,713 25,713
Log Likelihood -16482 -16482 -5071 -5071

Robust standard errors in parentheses. Excluded gurarable: Denmark. We account for cluster ermithin countries.
*** n<0.000, ** p<0.050, * p<0.100
b) Expenditures on LMP measures and supports

d_keeping_highd_keeping_highd_keeping_low d_keeping_low

Expenditures on LMP measures 0.0391™ 0.0390™ -0.0220" 0.0069*
(0.0103) (0.0073) (0.0032) (0.0045)

Expenditures on LMP supports 0.0165*** 0.0180*** -0.0007 0.0010
(0.0029) (0.0029) (0.0006) (0.0026)

*kk
Flexicurity (all workers) — LMP measures (ggzllgj) 0('8_%%172)
- -0.0622 0.0171

Flexicurity (all workers) — LMP supports (0.0670) (0.0208)

Flexicurity (only permanent workers) — LMP -0.0741* -0.0147**

measures (0.0364) (0.0082)

Flexicurity (only permanent workers) — LMP 0.0546 0.0795%*

supports (0.0548) (0.0129)

Control Variables

Country fixed effects YES YES YES YES

Unemployment rate YES YES YES YES

Time fixed effects YES YES YES YES

Demographic characteristics YES YES YES YES

Job attributes YES YES YES YES

Observations 25,713 25,713 25,713 25,713

Log Likelihood -16479 -16479 -5067 -5067

Robust standard errors in parentheses. Excluded gurarable: Denmark. We account for cluster ermitiin countries.
*** n<0.000, ** p<0.050, * p<0.100
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Table A6: Effects of flexicurity on employment security (finding_job)
a) Total expenditures on LMP interventions

finding_job finding_job
*kk *kk
Total expenditure on LMP interventions 0('8_70%%7) 0'(%?8%6)
Flexicurity (all workers) 0.2124**
(0.0494)

S 0.1621***
Flexicurity (only permanent workers) (0.0438)
Control Variables
Country fixed effects YES YES
Unemployment rate YES YES
Time fixed effects YES YES
Demographic characteristics YES YES
Job attributes YES YES
Observations 25,331 25,331
R-squared 0.1794 0.1793

Robust standard errors in parentheses. Excludedngurariable: Denmark. We account for cluster ermithin countries. *** p<0.000, ** p<0.050, *
p<0.100
b) Expenditures on LMP measures and supports
finding_job finding_job
. 0.0805 0.1870***
Expenditures on LMP measures (0.0635) (0.0390)
*kk *kk
Expenditures on LMP supports 0('8_80%%5) 0(008(5)? 49)
Flexicurity (all workers) — LMP measures 0.2331™
(0.0682)
N 0.3028**
Flexicurity (all workers) — LMP supports (0.1334)
Flexicurity (only permanent workers) — LMP measures “0.0009
(0.0683)
Flexicurity (only permanent workers) — LMP supports 0.5610™*
(0.1360)
Control Variables
Country fixed effects YES YES
Unemployment rate YES YES
Time fixed effects YES YES
Demographic characteristics YES YES
Job attributes YES YES
Observations 25,331 25,331
Log Likelihood 0.1794 0.1794
Robust standard errors in parentheses. Excludedngurariable: Denmark. We account for cluster ermithin countries. *** p<0.000, ** p<0.050, *
p<0.100
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Table A7: Effects of flexicurity on job and employment security
a) Total expenditures on LMP interventions (as peragatof GDP)

Job Employment Job Employment
security security security security
. . . -0.0769* -0.1071 -0.1020* -0.1474*
Total expenditure on LMP interventions (0.0448) (0.0708) (0.0588) (0.0841)
Flexicurity (all workers) 0.1171 0.1940
(0.1433) (0.2380)

*kk Tk
Flexicurity (only permanent workers) 0.2640 0.4406

(0.0992) (0.1473)
Control Variables
Country fixed effects YES YES YES YES
Unemployment rate YES YES YES YES
Time fixed effects YES YES YES YES
Demographic characteristics YES YES YES YES
Job attributes YES YES YES YES
Observations 25,713 25,331 25,713 25,331
Log Likelihood -10275 -15688 -10275 -15688
Robust standard errors in parentheses. Excludedngurariable: Denmark. We account for cluster ermithin countries. *** p<0.000, ** p<0.050,
* p<0.100
b) Expenditures on LMP measures and supports (asmiageeof GDP)
Job Employment Job Employment
security security security security
Expenditures on LMP measures -0.2084" -0.3103™ -0.0979 01712
(0.0406) (0.0518) (0.1036) (0.1437)
Expenditures on LMP supports -0.0383 -0.0371 -0.0999 -0.1274
(0.0380) (0.0405) (0.0728) (0.0937)
_— 0.4367*** 0.6765***
Flexicurity (all workers) — LMP measures (0.0652) (0.0892)
o 0.0514 0.0993
Flexicurity (all workers) — LMP supports (0.0698) (0.0786)
Flexicurity (only permanent workers) — LMP 0.2180** 0.3768**
measures (0.1221) (0.1416)
Flexicurity (only permanent workers) — LMP 0.3268*** 0.4952%**
supports (0.1424) (0.1772)
Control Variables
Country fixed effects YES YES YES YES
Unemployment rate YES YES YES YES
Time fixed effects YES YES YES YES
Demographic characteristics YES YES YES YES
Job attributes YES YES YES YES
Observations 25,713 25,331 25,713 25,331
Log Likelihood -10274 -15687 -10274 -15687
Robust standard errors in parentheses. Excludedngurariable: Denmark. We account for cluster ermithin countries. *** p<0.000, ** p<0.050,
* p<0.100
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