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Abstract
The paper is concerned with a better understanding of the job insecurity and labour market
uncertainty youngsters confront on the labour market in Europe shortly before and during
the Great Recession. The main thrust of the paper is to explore youth insecurity and
uncertainty in notably the Central and Eastern European countries (CEE) compared to
Western European countries with a particular focus for the role played by young people’s
skills, the level of trust in society, and for the ways of governance as indicated by the social
models the countries represent. We use the European Labour Force Survey (EU-LFS) and the
European Social Survey (ESS). We ran discrete choice logistic and probit regression models on
the three variables of interest: objective and subjective job and employment insecurity. At
the individual level the findings substantiate the existence of strong correlates between
people’s skills, their level of social and institutional trust and objective and subjective job and
employment insecurity. At the country level we show that the observed insecurity gaps
between insiders and outsiders are strongly skill-based notably in the Nordic countries as well
as strongly age-based notably in the Southern regimes. The patterns of insecurity and
uncertainty in the CEE countries are skill-based and age-based at the same time, and mirror
their relative low levels of trust and their high levels of job insecurity in some countries and
employment insecurity in others.

Keywords: job insecurity, employment uncertainty, fixed-term contracts, CEE countries,
welfare regime, youth, unemployment, discrete choice models.
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1.

Introduction and motivation of the study

Notwithstanding the strong heterogeneity in their performance, the CEE countries are
featured still, nearly 25 years after the transition to a market economy, by a weak economic
and social record and enduring labour market deficiencies (see e.g. Milanovic, 1999;
Milanovic & Ersado, 2010). These deficiencies have become manifest in very high levels of
youth unemployment and long-term unemployment, low productivity, skills shortages and
mismatches, increasing levels of wage inequality paralleled with a strong flexibilisation and
rising dualism on the labour market (Biavaschi et al., 2012). The increasing dualism on the
labour market reduces the levels of job-security for youngsters especially during the current
crisis (Bell and Blanchflower 2011; Cazes &Tonin 2011; Heyns 2005; Holscher 2011; Krizkova
and Penner 2010; Mikhalev 2003; Verick 2009; Worldbank, 2005). Nonetheless, most CEE
countries experienced during the transition period a significant improvement in their
economic and social performance without closing the large gaps with Western Europe with a
view to their low level of GDP and high levels of wage inequality, income poverty and in-work
poverty (cf. Worldbank 2005; OECD 2010). Most EU-membered CEE countries with the
exception of the former socialist Balkan countries experienced significant GDP growth in the
2000s up to the wake of the crisis in 2008 and thereafter strong declines with signs of recovery
in 2011. This went along after the crisis in 2002 with declining youth unemployment in most
CEE countries up to the wake of the subsequent crisis in 2008. From then on youth
unemployment started to rise sharply, bringing back unemployment to the previous two-digit
levels in the early 2000s (30 to 40%). The unemployment figures for the years 2000-2011 are
shown in Figure 1.
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Figure 1: Evolution of youth unemployment 16-25 years in CEE countries, 20002011

The increased dualism on the CEE’s labour markets coupled to the consequences of the
current crisis have impaired the chances for youngsters below 35 years of age to keep or find
a good job and to start a career and therewith to maintain their standards of living. Existing
high levels of income and job insecurity and uncertainty in many CEE countries as a
consequence of the transition to a market economy therefore endured over the last decade.
The paper aims to better understand the way youngsters fared on the labour market in
Central and Eastern-Europe (CEE) compared to Western Europe shortly before and during the
recent crisis. We are particularly interested in the impact of the different ways of governance
in Eastern and Western Europe on youth’ job insecurity and uncertainty on the one side and
the role of individual endowments and social trust on the other. The scarce empirical
literature suggests a positive effect of social and institutional trust in society for the average
level of job and employment security. The main thrust of the paper is therefore to examine
the impact of governance according to the social models the countries represent and the
trustworthiness of a society indicated by the level of social and institutional trust on job and
employment insecurity. We use the European Labour Force Survey (EU-LFS), the European
Union Statistics on Income and Living Conditions (EU-SILC), and the European Social Survey
(ESS).
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The study is written for a European project called GUSTO, dealing with the governance of
uncertainty in Europe, in particular in Work Package 3 on the Individual Pathways to Flexibility
and Sustainability in Europe.
The paper is organised as follows. In section 2 we briefly review the theoretical literature,
formulate some hypotheses and sketch the conceptual model. In section 3 we report on the
data and measures of insecurity and uncertainty. Then in section 4 we define and explain our
empirical models. In section 5 we present some stylized facts on the patterns of insecurity
and uncertainty in CEE countries. In section 6 the results of our discrete choice models are
reported. Finally, in section 7 we summarize our findings and formulate some conclusions.

2. Theoretical framework, conceptual model and hypotheses
Along with the crisis a rising number of studies appears on youth’ job insecurity and
uncertainty but in very different strands of the literature and framed in different wordings
such as disadvantage, unemployment scarring, labour market dualism, social stratification,
poverty, life course risks, social exclusion and (intergenerational) inequality. The national
labour markets perform very differently in economic and social terms and represent rather
distinct ways of governance and social models (ILO, 2012). The role of governance with
respect to job security pertains to the impact of regulations, public policies and private sector
arrangements on labour market security outcomes as discussed in the welfare state and
industrial relations literature. Reference can be made to the seminal work of Esping-Andersen
(1990; 1999; 2009) and the important contributions of Ferrera (1996) and Naldini (2003) for
the welfare state literature and among others Scharpf (1997), Crouch and Streeck (1997) and
Hall and Soskice (2001) for the industrial relations literature. We will not delve into this
literature here because we are particularly interested in the comparison of the Eastern and
Western European welfare states and for this purpose the regional classification of countries
(Nordic, Anglo-Saxon, Continental, Central-Eastern, Baltic and the Southern region) will
suffice. Nonetheless, the regional classification broadly matches the theoretical classifications
developed in the literature (Muffels, 2008).
The backdrop of the paper is constituted by the alleged increased inequality in terms
of job/employment insecurity (objective risk of job loss or unemployment) and uncertainty
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(perception of one’s job loss or unemployment risk) between the insiders and outsiders on
the labour market in Southern, Central-Eastern and also Continental Europe. The issue is dealt
with in various strands of the literature, notably on school-to-work transitions (Ryan 2001),
on scarring associated with unemployment or enrolment in a part-time, low-paid or bad-entry
job (Ruhm 1989; Gregory and Jukes 2000; Booth & Francesconi 2002; Gangl 2006; Fouarge &
Muffels 2009) and on globalization and social stratification (Acemoglu 2002; Autor 2008;
Blossfeld et al., 2008). In the prominent globalization literature the rising wage inequality
since the mid 1980s is partly attributed to the insider-outsider wage gap (IMF 2010; OECD,
2010). One of the important contributions here concerns the prominent amended “Skill
Biased Technological Change” (SBTC) thesis of Autor et al. (2008). According to this thesis, the
information and communication technology not only raises the demand for the high skilled
and lowers the demand for the low skilled, but also reduces the demand for the intermediate
skills. This results in a polarisation between the high and low-skilled jobs in the economy with
substantial effects on wage inequality. In two studies by DiPrete (2002; 2006) the increasing
inequality is partly explained by different institutional answers to flexibilisation tendencies
also being the result of globalisation forces on the labour market (Muffels, 2008). According
to DiPrete’s ‘generalized inequality’ thesis adaptation to adverse economic shocks is in
strongly regulated labour markets such as in France not achieved through wage flexibility, nor
through job destruction and unemployment as in the US, but through the allocation of lowskilled surplus workers to low-security, low wage jobs. Low skilled workers among which
many young workers are therefore increasingly exposed to employment in low-adjustment
cost, low security jobs. Because of the downward inflexibility of wages through minimum
wage regulations such as in France, rising wage inequality is therefore partly associated with
the allocation of increasing shares of low-skilled workers into these low-secure, low-paid jobs.
Supportive evidence for the ‘generalized inequality’ thesis was found in a study of DiPrete
(2006) comparing France and the US. Maurin and Postel-Vinay (2005) using the European
Community Household Panel data for the years 1985-2001 provided support to the
‘generalized inequality’ thesis for most European countries including France. They showed
that job security in most countries acts as the most important lever of adaptation to major
economic changes but also that countries with higher skill-based wage gaps show lower jobsecurity gaps suggesting that the two (wage and job-security) mechanisms of adaptation are
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substitutes to each other. In a review of the literature on the wage inequality/job security
debate, Barbieri (2009) added to that literature by making a further distinction between two
different forms of adjustment or inequality-security trade-offs: (1) between wage inequality
and job security gaps and (2) between age-cohort based inequality and skill-based inequality
(see Figure 2). For the purpose of this paper we are primarily concerned with the (age and
skill-based) job security trade-offs. These job security trade-offs seems particularly relevant
for the regulated Mediterranean labour markets with a strong divide between insiders and
outsider as indicated by the rising allocation of young workers to temporary jobs and the
much lower transition rates from insecure, low-paid to secure, high-paid jobs.

Age related
inequality
Liberalunregulated
countries: UK, IE

Wage-inequality

Regulated Southern
countries: IT, ES, PT, GR
Transition countries:
RO, BG, HR, CZ, HU,
MA, LV, LT, EE

Job-security gaps

NL
Nordic ‘flexicurity’
countries: DK, SE, FI,
NO

Regulated-Continental
countries: DE, AT, BE, LU

Skill-based
inequality
Source: Derived from Barbieri 2009, own amendments.

Figure 2: Adjustment strategies and inequality-security trade-offs

The Continental countries instead are featured by skill-based wage gap and job-security tradeoffs while showing higher transition rates into more secure jobs but primarily for the high
skilled. The Nordic countries belong to a so-called ‘flexicurity’ cluster with high levels of skillbased wage gaps but low job security gaps and high transition rates from insecure outsider into secure insider-jobs. The unregulated labour markets in the UK and Ireland form a cluster
with high levels of age-related and low levels of skill-related wage inequality coupled to low
job-security gaps and high transition rates from insecure to secure jobs. The Netherlands
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appear to be a special case while located in between the Nordic, Continental and CEE cluster
due to skill-related wage gaps, strict levels of employment regulation for permanent contracts
and loose regulation for temporary contracts, high shares of insecure jobs coupled to modest
transition rates from insecure to secure jobs. Following this line of reasoning we would expect
the former socialist Central-Eastern countries to be positioned in-between the Mediterranean
and the Continental clusters with intermediate levels of age-related wage inequality and skillbased job security gaps. The CEE countries show very heterogeneous adjustment strategies.
The best performing countries such as Slovenia, Slovakia, Estonia, the Czech Republic, Poland,
Hungary and Macedonia seem to have fairly modest age-related wage gaps but rising skillbased job security gaps. Countries with a poorer economic performance such as Romania,
Bulgaria and the Republics of Bosnia-Herzegovina, Kosovo and Croatia but also Lithuania and
Latvia show high age-related wage gaps and modest job security gaps. We suspect that the
transition rates from job-insecure to job-secure employment are on average higher in CEE
countries than in the Southern countries because of a lower dualism on the labour market.
This leads to the formulation of two hypotheses.
Hypothesis 1. The first hypothesis concerns the high levels of age-related job insecurity
in strongly segmented labour markets such as the Southern countries and increasingly so also
part of the CEE countries hitting the youngsters relatively hard compared to the Continental
and Nordic countries. The test of hypothesis 1 views the interaction effect between age
(youth 16-34 years versus people aged 35 to 65) and regime type.
Hypothesis 2. The second hypothesis concerns the existence of high levels of skillbased job security gaps, affecting the youth in particular, notably in the Nordic and
Continental countries but also the CEE countries, in comparison with the Southern and AngloSaxon countries. The test of hypothesis 2 estimates different models for youngsters 16-34
years and people aged 35 to 65 years including an interaction effect between skill-level and
regime type.
Insider-outsider, youth and the crisis
The trend of increasing flexibilisation at the margins being the ultimate consequence of
increased international competition and globalisation is in another strand of the literature
delineated as the erosion of internal labour markets having particular negative implications
for the job security of youngsters on the labour market (Schmid and Gazier, 2002; Schmid
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2006). Young people used to enter the labour market in a low-level job on the internal firm’s
job ladder while gradually climbing up and making a career through skill formation and job
promotion. That entry route has drastically changed with the consequence that the job
security offered before by the internal labour market as one of the inclusive institutions has
eroded without being compensated by new institutions to safeguard labour market security.
This important change on the labour market has tempted Osterman (1996) already 15 years
ago to speak of ‘broken ladders’ affecting the young in particular. During the Great Recession
the access conditions for young people in both, the unregulated and regulated labour markets
further impaired. This has tempted Marsden (2010) to speak of ‘entry-tournaments’ implying
that youngsters increasingly and during prolonged periods in their career compete harshly for
the low number of jobs, either for the best jobs on the internal labour market or even a
relatively good temporary job with less security on the external labour market. The
flexibilisation process is common to many countries but the way the institutions adapted to
it appears very different across Europe. The route of the Danish ‘flexicurity’ model with low
levels of employment protection but relatively high shares of regular open-ended contracts
and generous benefit levels, coupled to investment in skill formation to safeguard career-long
employment security, is very different from the insider-outsider flexibilisation route taken by
the Mediterranean and also some Central-Eastern countries. We therefore expect the
Central-Eastern countries to show relatively high levels of objective job insecurity especially
during the current crisis. Our third hypothesis therefore reads as follows:
Hypothesis 3: Countries with a strongly segmented labour market and large
differences in job security levels between insider and outsider jobs, such as the Southern and
some Eastern countries, show high and increasing levels of job insecurity among the youth
especially in times of crisis. The test of hypothesis 3 views the interaction effect between age,
the dummy for the crisis period and regime type.

Subjective labour market insecurity and uncertainty
The review of studies so far concerns the differences across countries in objective job and
employment insecurity. The available studies on subjective job and employment insecurity or
labour market uncertainty provide mixed evidence. In a study of Clark and Postel-Vinay (2009)
it is shown that perceived job security in private sector jobs (measured by satisfaction with
9

job security) is negatively related with more strict employment protection regulations (EPL) –
allegedly providing more objective job security - and positively with unemployment benefit
generosity. These unexpected results were derived after controlling for compositional
differences and self-selection into particular job types. Also the substitutability or trade-off
between EPL-strictness and benefit generosity could not provide a satisfactory explanation.
In a study of Pichler and Wallace (2010) the differences in job satisfaction were studied across
a large number of countries showing that job satisfaction at the individual level is particularly
associated with the type of the profession and content and perceived quality of the job and
at the country level with wage level differences (positively) and the level of income inequality
(negatively). Most of the country-level differences were explained by individual-level
differences in the perceived quality of people’s jobs. Both findings on subjective labour
market insecurity or uncertainty tell a different and more complicated story compared to the
results on objective insecurity as discussed earlier suggesting that they reflect rather different
concepts. In a recent paper using the European Social Survey data for 2008-2009 Chung and
van Oorschot (2011) showed that active and passive labour market policies are more
important than employment protection legislation for explaining perceived job security. The
effect of labour market policies however disappeared once the impact of labour market forces
as indicated by GDP growth and employment rate were added to the models suggesting that
the economic and labour market conditions in the various countries in that particular crisis
period are more important than the impact of legislation or labour market policies. One
should however bear in mind that the evidence of Clark and Postel-Vinay refers to the 1990s,
an upturn period, whereas the evidence of Chung and van Oorschot to a downturn period.
Also Erlinghagen (2008) showed in his study comparing 17 countries that a significant share
of the variation in subjective job insecurity is explained by institutional and social structural
differences. Our fourth hypothesis therefore reads as follows.
Hypothesis 4. At the country-level we expect higher levels of objective and subjective
job and employment insecurity or labour market uncertainty associated with lower levels of
GDP and higher unemployment rates. This will also affect the job and employment insecurity
in the CEE and the Mediterranean countries. The test of hypothesis 4 views the macro-level
and interaction effects of the variables measuring the economic performance of the countries
on objective and subjective job and employment insecurity and regime type.
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Trust
There is supportive evidence in the literature across a variety of disciplines on the association
of trust with the variables of interest in this study, job and employment insecurity and labour
market uncertainty (e.g. Putnam 2000; Fukuyama 1995). For a brief review of the literature
in social psychology, economics and sociology we refer to papers of Delhey et al. (2003; 2005;
2011). In this literature an important distinction is made between social trust or trust in other
people as a personality trait or feature of the person self and trust in other people as a signal
of a trustworthy society in which the person lives. Whereas the first approach is especially
popular in social psychology the latter is in sociology. The former approach sees social trust
as gradually being build up in positive life course oriented events and stimuli in early
childhood that tends to persist in adulthood. According to Putnam (2000), when people
answer questions about how much they put trust in other people around them, such as asked
in the European and World Values Surveys and the European Social Survey, the answers not
merely reflect their personality traits but also indicate how trustworthy the society is in which
the person lives. In sociological research it is found that social trust is highly correlated with
objective measures of success, such as income and professional status, and with subjective
measures such as life satisfaction, mental health and subjective wellbeing. Richer and happier
people express more social trust than poorer and unhappy people (Seligman, 1997; Putnam
2000; Inglehart 1999).
In Fukuyama’s and Putnam’s work, trust is also connected to the notion of social
capital; people conveying more trust have stronger social networks from which they benefit
in their career and their lives (Fukuyama 1995; Putnam 2000). Social capital can be divided
into ‘bridging’ and ‘bonding’ social capital, whereby the first pertains to (active) membership
of social organisations and the second to people’s informal (family and friends) social
networks. At the societal level this translates into the idea that societies with higher levels of
social or general trust possess more social capital from which they benefit and because of
which they tend to be wealthier nations. In this last approach general trust is seen as the civic
lubricant of thriving nations (Delhey 2003). Also in economics the notion of social capital has
gained ground and various studies found empirical support to a positive relation between
high levels of social capital and a nation’s wealth (e.g. Knack and Keefer 1997). There is ample
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evidence also that trust is very unequally spread across countries; high levels of trust are
found in the Nordic countries whereas low levels are observed in the Mediterranean and
Central-Eastern transition and former communist countries (2011). This brief review of the
literature on trust suggests different views about the causal relationships between trust and
the variables of interest in this study, labour market insecurity and uncertainty. When trust
is seen as a personality trait people with high levels of (personal) trust are more likely to be
job and employment secure and less likely to feel job or employment insecure. When trust is
seen as an indicator of people’s success and status we expect higher levels of trust among the
insiders than among the outsiders because of which a low level of trust tend to aggravate
existing insecurity gaps leading to larger disparities in labour market insecurity and
uncertainty. When trust is seen as a feature of society, trustworthy societies with higher levels
of social trust have higher levels of social capital and therefore exhibit lower levels of
insecurity and people might convey lower levels of uncertainty. The level of social trust in a
society correlates strongly with the level of trust in the national institutions in which the
values and social norms of a society are embedded. For that reason we also view the
relationship between trust in the institutions and levels of labour market insecurity and
uncertainty in society. A fifth hypothesis can therefore be formulated on the relationship
between trust and labour market insecurity and uncertainty.
Hypothesis 5: A high level of personal trust is expected to be negatively associated with labour
market insecurity and labour market uncertainty especially for youngsters but also for the
older generations. In countries with high average levels of personal and institutional trust,
age-related or skill-related job and employment insecurity and uncertainty gaps tend to be
smaller. Our first test estimates the main effects as well as the interaction effects with age of
personal and institutional trust at the individual and country-level on objective and subjective
insecurity. The second test is to view the interaction effects of personal trust with skill-level
and welfare regime type.

Conceptual model
From the review of the literature and the formulated hypotheses we depict our conceptual
model in Figure 3. The conceptual model shows the contended relationships between
job/employment insecurity and labour market uncertainty on the one hand and the correlates
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referred to before. Figure 3 also shows the controls included in the models being renowned
correlates of job and employment insecurity as reviewed in the literature. Apart from age,
gender and marital status, we include a variable measuring employment in the public or
private sector because jobs in the shielded public sector are more protected and secure on
average than in the private sector.

Country-level
Economic resources
- GDP PC
- Unemployment
rate
Social Capital
- General trust

Individual level
Social Capital
- Personal Trust
- Ins tu onal trust

Interac ons
- Youth
- Skill level

Job Insecurity and Labour
Market Uncertainty

Governance /
Welfare Regime
- Nordic countries
- Con nental
- Anglo-Saxon
- Southern
- Eastern
- Bal c

Controls
- Age
- Gender
- Public/private sector
- Household composi on
- Immigrant status
- Profession
- Firm size
Time –Economic crisis

Figure 3: Conceptual Model of Job Insecurity and Labour Market Uncertainty.

The latter sector is more sensitive to the whimsicality of the market and might therefore be
more inclined to use temporary labour for adapting more swiftly to demand shifts. The
literature shows that firm size, immigrant status and type of profession are important
correlates of job insecurity. Job insecurity is not equally spread across the distribution of
professions but shows an U-shaped pattern as being more concentrated in occupations
demanding low skills and occupations in high-level scientific, juridical or managerial
professions (Biavaschi et al., 2011). The available evidence also shows that insecure jobs are
concentrated in small firms and that immigrants are more likely to be employed in insecure
jobs.

For all the analyses employed in the paper a proviso needs to be made associated with the
use of cross-sectional data requiring caution about the causal inferences to be made. We
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cannot exclude the possibility of reverse causation with a view to the relationship between
trust and perceived employment insecurity. On the one hand high levels of trust might induce
employees and employers to take more risks on the labour market affecting people’s job and
employment security. On the other hand when trust is conceived as a personality trait it is
antecedent to behaviour and outcomes but when trust is seen as a personal non-fixed social
value that is gradually built up over the career, career achievement in terms of job and
employment security might reversely affect personal trust.

3.

Data and measures

3.1. Data

The data used in the paper are from two sources. The first data source is the European Labour
Force Survey data as released by Eurostat. The EU-LFS is a European wide cross-sectional
quarterly survey under people of 15 years and older living in private households. We use the
wave of 2008 just before the crisis to investigate hypotheses 1 and 2 on the impact of regime
type on objective job insecurity. The 2008 wave sample size amounts to 3,5 million surveyed
people of 15 years and over among which 994,000 youngsters of 16 to 34 years of age
The second data source is the bi-annual cross-sectional European Social Survey
collecting information from 1000 to 3000 people in each country since 2002 up to 2010. The
total five-wave sample size amounts to 235,000 people of which 66,000 are 16-35 years of
age. The survey contains information at the individual and household level, on demographics
and household composition, labour market situation, household income, social participation,
volunteer work, and on voting behaviour, social values, perceptions of job and employment
security, social trust, trust in institutions, altruism and welfare state opinions. Since the aim
of the paper is to compare countries we weighted the data with the product of the countryspecific design and population weight.
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3.2.

Measures

Job insecurity is measured in two ways dependent on the information contained in the data
set used. In the European Labour Force Survey the standard Eurostat definition of a fixedterm contract is used as a contract with a fixed or limited duration that is not having a contract
of unlimited duration, including seasonal work, on-call jobs and temp agency jobs. For this
paper a more extended definition of a non-standard job by including marginal part-time jobs
(<15 hours a week). This job insecurity measure is an objective measure. Unfortunately, the
EU-LFS survey contains no questions on subjective job insecurity.
In the European Social Survey we first made a distinction between job insecurity and
employment insecurity. Following the ‘flexicurity’ literature job security pertains to the
security to stay in the current job and employment security to the chance to stay in
employment either in the current job with the same employer or in a new job with a different
employer (see Wilthagen and Tros, 1998; Muffels and Wilthagen, 2012). The definitions for
job insecurity and employment insecurity are just the reverse of job and employment
security.
In the second step we make a distinction between labour market insecurity and labour
market uncertainty. The former is an objective and the latter a subjective measure of job
insecurity. Labour market insecurity is defined as being employed without a contract or with
a contract of limited duration (job insecurity) or being currently employed in a secure job but
having experienced unemployment in the last 5 years (employment insecurity). Labour
market uncertainty is defined as perceiving one’s current job as insecure or perceiving the
chances to find a new job after losing one’s current job as low. The ESS for 2010 contains two
questions, one on subjective job and one on subjective employment security. The job security
question asks whether the respondent agrees with the statement that the current job is
secure? Answer categories are not all true, a little true, quite true and very true. The question
on employment security asks the respondent how difficult or easy is it to get a similar or a
better job if he/she had to leave employer on a scale ranging from one (extremely difficult)
to ten (extremely easy).
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Economic resources and labour market conditions (GDP per capita, unemployment rate)
We did not include measures for income at the individual level because of endogeneity
between income and the level of pay and hours worked in the various types of contract. That
is not an issue at the country-level. The economic resources of a country are measured by
GDP (in current market prices) per capita. We also include the annual unemployment rate
(according to the ILO definition) to account for differences in the business cycle across
countries. The unemployment rate also acts as a measure for the availability of jobs to people
searching for a job. The two measures indicate the economic and labour market conditions
of a country and therewith codetermine the level of job/employment security in that country.

Personal and general trust and trust in institutions
In the ESS three questions are asked to the respondent about how much trust he put in other
people around them. The first question concerns the trust in other people, ranging from 1
‘you can't be too careful’ to 10 ‘most people can be trusted’. The second question concerns
the judgement about other people’s fairness ranging from 0 ‘most people try to take
advantage of you’ to 10 ‘most people try to be fair’. The last question asks for the judgment
on how helpful other people are ranging from 0 ‘people are mostly looking out for
themselves’ to 10 ‘people mostly try to be helpful’. A principal components analysis with
varimax rotation shows that the three items load high on one factor. For that reason we take
the row mean of the three items as our measure of social or personal trust. At the country
level the average level of personal trust is considered a measure of general trust in society.
The questionnaire also contains questions on how much trust the respondent put in national
institutions on an 11 point scale ranging from zero to ten: the parliament, the legal system,
the police, the politicians and the political parties. A summary measure for these five items is
constructed by calculating the mean sum score. The correlation between the variable trust in
people and this summary measure of trust in institutions is rather high but low enough to
suggest that they measure different concepts (0.4). Finally, we calculated the mean country
scores of personal and institutional trust for being indicators of the level of general and
institutional trust in society.
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Controls
Apart from age, gender and household composition we include sector, profession and the size
of the firm. Sector is defined according to the internationally defined NACE II classification
scheme. For our purpose we are particularly interested in the distinction between public and
private sector. The public sector includes public administration, health and social care and
education. Profession is measured at one digit level using the International ISCO-88
classification scheme. Firm size is measured as the number of employees in the establishment
where the respondent works. In the European LFS we define small firms as firms below 50
employees and medium-sized and large firms as firms with more than 50 employees. In the
ESS a more refined classification is possible and we distinguish between small firms (<25
employees), medium-sized firms (25-100 employees) and large firms (>100 employees). In
the job security models using the European LFS data we also controlled for the job-related
training received. Finally, immigrant status is defined as all people not born in the country.

4. Modelling job insecurity and labour market uncertainty
4.1. Ordered logit model on job insecurity
In this section we define our models to test the age or skill related nature of the observed job
insecurity gaps in Europe that we interpreted as particular ways of adjustment to economic
shocks. For that purpose we first estimate a model on job insecurity using the European
Labour Force Survey for 2008. Using the definition of objective job insecurity as the
probability to get employed in a non-standard job; that is a fixed-term job, a temporary
agency job or a marginal part-time job, we estimate ordered logistic models on the chances
to be employed in a non-standard job. The underlying idea is that job security gaps are the
result of the flexibilisation of the standard employment relationship and that countries differ
in their responses to on-going changes in the labour market while they tend to follow different
adjustment strategies dependent on their path-dependent ways of governance.
Since we are more interested in the impact of these flexibilisation strategies on job insecurity
as such and less on the particular effects of the various types of flexibility, we use an ordered
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logit model instead of a multinomial logit model2. The model implicitly assumes that the
flexibility for the worker but also the employer increases moving from a permanent contract
to a fixed-term contract, a temporary agency job or a marginal part-time job (the so-called
mini-jobs in Germany). It means formally that the various contract types are assumed to
represent a latent continuous variable Y* measuring the level of flexibilisation in a country.
The various job categories then define the cut-off points µk on the cumulative distribution of
this flexibility measure. The various job types can be interpreted as a measure of job insecurity
because the level of protection gradually diminishes moving from a permanent job to a small
part-time job. We call this objective job insecurity (OJI) measure Y. The model is given in
equation (1).

Y* =

3

åb X

m k =0

k

ki

+ ei

where :
ì y = 0 if y*<=0
ï = 1 if 0<y*<=m
ï
1
í
ï = 2 if m1 <y*<=m2
ï
î = 3 if y*>= m 3
and m0 < m1 < m2 < m 3

(1).

The Xi’s are the covariates of objective job insecurity (OJI) and the error variance is assumed
to follow a logistic distribution. The simple model we want to estimate is given in (2)

Pr(Y(OJI) | mk , X i ) = mk + bi HCi + d iCi + ri SiWRi + e i

(2).

The model includes human capital variables (HC), a set of controls (C) and welfare regime type
(WR). The k represents the cut-off points defined by the various employment contracts3. The
term Si represents the interaction term between individual statuses (youth; skill-level) and
welfare regime type (WRi) to test the age-related and skill-based job security gaps

2

We also ran multinomial models with an extended choice set by including the option to stay unemployed
or to withdraw into inactivity, which might be preferred because of reducing possible selection effects, but
the main results turns out to be very similar and not affected by the specification of the model. The
advantage of the binary ordered logistic model with a more limited choice set is that we can control for job
characteristics (sector and professional status and investments in job related training) being important
correlates of job insecurity.
3

Because Stata assumes the constant to be zero it shows up in the estimate of the first cut off point
and is equal to minus the value of the first cut-off point.
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hypotheses. The human capital variables concern age and education or skills level. We
included age and age squared to account for the well-documented U-shaped relationship of
job insecurity with age. The controls include job type variables with respect to business sector,
type of occupation (ISCO-88) and firm size and dummies for gender, marital status, student
status, senior worker (55-64 years) and immigrant status. The model is estimated separately
for men and women to account for the rather dissimilar labour market careers of women with
much more intermittent spells of unemployment or withdrawal associated with their caring
roles4. Two models were estimated: a so-called age-based job insecurity model (Model I) with
inclusion of an interaction term between YOUTH and welfare regime (WR) and a skill-based
model in which we included interaction terms between skill level and regime type (Model II).

4.2. Labour market insecurity and uncertainty models
Subsequently, we estimate models on objective (LMI) and subjective job (SJI) and
employment insecurity (SEI) or labour market uncertainty using the European Social Survey
for 2004-2010 to explore the impact of governance and especially the levels of trust. In a first
step we estimated a binary logistic model on labour market insecurity with a similar
specification as in model (2) for the years 2004 to 2010 using the ESS data but with one
amendment. We estimate the model for youngsters and the older generations separately
with inclusion of a dummy for the crisis years 2008-2011 (CRISIS) interacted with the variables
Si, indicating skill level, and WRi indicating welfare regime type. The aim of the test is to
explore the impact of the Great Recession on the low and high skilled youth’ and older
generations’ labour market insecurity while controlling for the differential effect of the crisis
across different welfare regime types.

Pr(LMI | X i ) = a 0 + b1i HCi + b 2iCRISISi + b3i SiCRISISi + d iCi
+ r1iWRi + r2iWRi *CRISISi + e i

(3).

In a final step to test hypotheses 4 and 5 on the impact of economic resources and trust we
estimate discrete choice regression models on the three dependent variables. The model for
4

We also estimate the age and skills-interaction models with both men and women included and
found strong effects for females on job insecurity.
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labour market insecurity (LMI) is a binary logistic model similar to (3) on objective labour
market insecurity but now using the data for 2010 only and adding the economic resources
(RES) and trust variables (TRUST). It has one constant (0). For subjective job (SJI) and
employment insecurity (SEI) we estimated respectively, an ordered logit model on the fouritem scale of subjective job insecurity, and an ordered probit regression models on the 11point scale of subjective employment insecurity. The sample consists of all people between
15 and 65 years and interaction terms were added between the human capital variables (HC),
the economic resources variables (RES) and the trust variables with YOUTH (YOUTH*HC;
YOUTH*RES and YOUTH*TRUST). The ordered logit SJI model has three cut-off points and the
ordered probit SEI model 10. The model specification is given in (4):
Pr(LMI;SJI;SEI | mk , X i ) = mk + b1iYOUTH + b 2iYOUTH * HCi + d i Ci + g 1i RESi + g 2iYOUTH * RESi
+ t 1iTRUSTi, j + t 2iYOUTH *TRUSTi, j + [ r1iWRi + r2iWRi *TRUSTi ] + e i
with k = 0 for LMI; k = 1 to 3 for SJI ; k=1 to 10 for SEI

(4).

Two trust variables on personal and institutional trust were included, both of which are
measured at the individual and country-level. The suffix i points to the individual and the suffix
j to the country level. The term between brackets investigates the effects of welfare regime
(WR) and the interaction with trust at the individual level (WRj*TRUSTi). We use robust
estimation of the standard errors. The error term is given by i and includes also the
unobserved heterogeneity part.
The model specification is similar to (2) except for the k’s being the cut-off points defined by
the four categories of the subjective job security scale and the eleven categories of the
subjective employment insecurity scale. We estimated for each of the three dependent
variables two models, one with inclusion of individual trust and the interaction term with
welfare regime and the other with inclusion of the trust variables at individual and countrylevel but without the welfare regime variables (the term between brackets).
In section 5 we first present some comparative evidence on levels of insecurity and
uncertainty in Europe with a special focus on the East-West comparison before we present
the results of the models explained here in section 6.
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5. Some stylised facts on levels of insecurity and uncertainty in Eastern Europe
Through changes in policies such as the employment protection regulations country’s policies
affect the balance between flexibility and security on the labour market. During the transition
into a market economy the reforms and institutional changes on the Central-European and
Eastern (CEE) labour markets implied a relaxing of the employment protection regulations
especially with respect to temporary workers. In some CEE countries a further relaxation
during the crisis has been implemented, notably in the Czech Republic, Poland and Hungary,
whereas in other countries the regulations became stricter, such as in Lithuania and Latvia
(Cazes et al. 2012). The share of temporary work has been traditionally rather low in these
countries but due to the larger disparity between the EPL for regular and temporary workers
the share of temporary young workers increased strongly in the last ten years in some
countries, notably in Poland (PL), Slovenia (SI), Slovakia (SK), Croatia (HR), Macedonia (MA),
Hungary (HU) and the Czech Republic (CZ). Figure 4 shows the trends in the CEE countries in
the share of temporary contracts among the youth of 15-39 years of age between 1998 and
2012. In most of the CEE countries the share of temporary work is far below the European
average except for Poland, Slovenia, Slovakia and Macedonia exhibiting strongly rising shares
over the last decade. In the other CEE countries the share remained fairly stable except for
Latvia and Lithuania which saw a decline in their share of temporary contracts first due to the
crisis in 2002/2003 without much recovery in the years after and then again due to the crisis
in 2008-2010.
The former communist countries were characterised by restrictive wage policies, which also
guaranteed a fairly low level of wage inequality and low gender-wage gaps. In the years of
the transition into a market economy wage inequality rapidly increased but less so the
gender-wage gaps which seem to have remained fairly stable and very much similar in size to
the gender wage-gaps in Western Europe (Brainerd 2000).
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Figure 4: The share of temporary contracts in employment of youngsters 15-39
years in CEE countries, EU LFS 1998-2011

The evidence on the hourly wages of temporary workers on the other hand, the majority of
them being younger than 35 years, show that they pay a wage premium compared to workers
in permanent contracts but the pay-gap is lower in CEE countries than in most continental
European countries especially after taking into account the different composition of the
population of temporary and permanent workers (Hölscher et al. 2011). The high and rising
level of wage inequality in CEE countries must therefore be attributed to increasing levels of
dualism on the labour market segregating labour supply by age and skill levels more than by
rising wage differences per se. We therefore suspect that in Eastern labour markets due to its
dualism young people fare relatively worse to people belonging to older generations also with
a view to their job security over time and the more so the stronger dualism in a country is.
There is ample evidence from the literature (OECD, 2010) that job-to-job mobility and the
transition from a temporary job into a permanent job is lower in more segmented labour
markets to which many Southern and some Eastern countries can be reckoned. We also
expect that because of the weak economic performance of many Eastern countries during
the current crisis the level of income and labour market insecurity for the outsiders on the
labour market to have been increased. For the same reasons we suspect the level of labour
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market uncertainty indicated by perceived job and employment insecurity among especially
also the youngsters to have been increased. In Figure 5 we present evidence, on the transition
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Note: Figures for Denmark concern people of 16-64 years and are derived
from Berglund (2009)

Figure 5: Share of temporary workers moving into an open-end contract between
2008 and 2009 by age, EU SILC 2005-2009.

The more likely a temporary worker will make such a transition, the better his employment
security over the career will be. Remarkably high transition rates from a temporary job into
an open-end contract are observed for young people but also for the older generations in CEE
countries. The variation is however large with low rates in Poland (30%) and high rates in
Latvia, Estonia and Lithuania (80-90%).
Objective and subjective job insecurity and social trust
In Figure 6a to 6d we show the relationship between social trust and objective and subjective
job insecurity for youth and the older generations of 35 to 65 years across the 25 countries.
The data are from the European Social Survey for 2010. The straight dashed lines show the
European averages for social trust and the level of objective and subjective job insecurity. A
few observations can be made:
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 Youngsters face much higher scores on objective job insecurity compared to the older
generation but about equal subjective job insecurity scores. Of the older generation only
15% faces objective job insecurity whereas 40% perceive their job as insecure. The older
generation is rather pessimistic about their job security and show a strong negative
‘perception bias’ with respect to the judgement of their job security situation.
 In some countries such as Slovakia, Bulgaria, Czech Republic and Greece the distance
between the objective and subjective insecurity scores is particularly large. The
youngsters in these countries hold much more pessimistic views whereas a few countries
also show the opposite in which youngsters hold more optimistic views such as in the
Netherlands, Germany, Denmark, Sweden and Slovenia.
 The graph shows a clear negative gradient between the level of social trust and the scores
on objective and subjective job insecurity. The gradient is rather flat with respect to
objective job insecurity but much steeper with respect to subjective job insecurity or
uncertainty. Levels of trust are stronger associated with subjective insecurity or
uncertainty than with objective job insecurity.
 The Southern and especially CEE countries are widely spread across the four quadrants.
The Southern countries Portugal and Greece and Eastern countries such as Romania,
Hungary, Poland and especially Bulgaria combine low levels of trust and high levels of
objective and subjective job insecurity but countries such as the Czech Republic and
Slovenia combine average levels of social trust and below average levels of objective job
insecurity.
Apparently trust and governance matters for understanding the large country differences in
job insecurity and uncertainty but not in a straightforward way. Many countries are located
at far distance of the regression line suggesting that country differences in insecurity and
uncertainty cannot be attributed to trust alone. This asks for estimation of richer multivariate
models in which objective and subjective insecurity is modelled more precisely by including
the impact of governance and various measures of trust.
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6. Results of the multivariate models on job insecurity and labour market insecurity and
uncertainty.
6.1. Job insecurity
The findings on the estimation of the ordered logit model on job insecurity using the European
Labour Force Survey of 2008 are reported in Table 1. We will focus on the findings for the
main variables of interest. The findings on the controls corroborate the results in the
literature. We find significant differences in job insecurity by skill level and age cohort and
huge differences across the six welfare regimes we distinguish. The low skilled face
significantly more risks on being employed in insecure jobs than the medium or high skilled.
The purpose of the model estimation is in particular to explore the age or skill-based nature
of the insecurity youngsters face in the various regions in Europe. The model is therefore
estimated separately for men and women and for youngsters (16-34 years) and the older
generation (35-64 years). We split the cluster of CEE transition countries into a Baltic and a
Central-Eastern region because they appear to behave quite dissimilar with respect to labour
market insecurity as shown already in section 5 (see also Eamets & Masso 2005). After we ran
the models we used the estimates to simulate the probability to be job insecure by age, skill
level and welfare regime type.
The findings show very clearly the differences in the probability to be employed in insecure
jobs between the various welfare regimes. Somewhat unexpectedly, the age-related job
insecurity probabilities turn out to be largest for young workers in notably the Nordic and the
Southern countries but not in the CEE countries.
The picture by skill-level confirms our expectations that the low-skilled worker in the Nordic
and the CEE countries and not in the Southern countries faces the highest risks on job
insecurity. Because the interaction effects are difficult to interpret we have simulated the
probabilities by age, gender and skill-level. These are given in Figure 7.
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Table 1: Estimation results of an ordered logit model on age-related and skill-related
patterns of job insecurity in Europe, European Labour Force Survey Data, 2008
Model

Model I: Age-based

Model II: Skill-based

Total sample
Male
Female

16-34
Male

Personal characteristics
Age
Age squared /100
Youth
1.074***
0.667***
Student
1.772*** 1.514***
Education (Ref.: medium skill)
Low skill (isced1,2)
0.444***
0.347***
High skill (isced,5,6)
0.004
0.015
Welfare regime (Ref.: Continental)
Nordic
0.078***
-0.085***
Anglo-Saxon
-0.520*** -0.061***
CEE
0.391***
-0.466***
Baltic
-0.215*** -1.420***
Southern
0.294***
-0.013
Interactions YOUTH*WR (Ref.: 35-64/Continental)
Youth*Nordic
0.029
0.388***
Youth*Anglo-Saxon
-0.523*** -0.553***
Youth *CEE
-0.666***
0.070***
Youth *Baltic
-1.448*** -0.591***
Youth *Southern
-0.247***
0.105***
Interactions SKILLS*WR (Ref.: med. skill/Continental)
Low*Nordic
Low*Anglo-Saxon
Low*CEE
Low*Baltic
Low*Southern
High*Nordic
High*Anglo-Saxon
High*CEE
High*Baltic
High*Southern
Intercepts (ref. permanent job)
Fixed-term job
2.623***
1.406***
Temp agency job
4.621***
3.033***
Marginal PT
5.593***
3.380***
2
Pseudo R
0.134
0.104
N=
732911
677460

Female

35-64
Male

Female

-0.291*** -0.300*** -0.290*** -0.334***
0.003*** 0.004*** 0.003*** 0.003***
1.539***

1.363***

0.659***

0.803***

0.308***
0.158***

0.176***
0.151***

0.250*** 0.175***
0.112*** -0.166***

0.166***
-0.979***
-0.135***
-1.761***
0.318***

0.325***
-0.698***
-0.254***
-2.069***
0.223***

0.130***
-0.622***
0.358***
-0.292***
0.088***

-0.045**
-0.148***
-0.522***
-1.536***
-0.226***

-0.096**
-0.464***
0.237***
0.435***
-0.166***
-0.031
-0.197***
-0.395***
-0.667***
0.310***

0.031
0.057
0.182***
0.076
0.007
-0.174***
-0.272***
-0.197***
-0.196
0.415***

-0.201***
-0.102
0.271***
0.294***
0.323***
-0.006
0.502***
-0.484***
-0.444***
0.115**

0.062*
0.126**
0.126***
0.247*
0.213***
0.140***
0.464***
-0.155***
0.235**
0.393***

-3.682*** -4.544*** -3.421*** -5.579***
-1.422*** -2.357*** -1.655*** -4.317***
-0.466*** -1.870*** -0.630** -4.053***
0.157
0.146
0.058
0.062
251706
216155
481205
461305

*p<0.10; **p<0.005; ***p<0.001; 1) Models are estimated including controls for sector, occupational status
(ISCO-88), marital status, job-related training, student, senior worker (55-64), firm size (small and large firms)
and immigrant (the full model is available upon request)
Source: European Labour Force Survey, 2008

S
S (see Annex 1 for details).
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Age-related job insecurity is notably high in the Nordic and Southern countries (see also
Madsen et al. 2012). Young male workers however are more likely to be employed in insecure
jobs in Continental countries than in the Southern countries. The older age cohorts show
again high insecurity risks in the Southern and Anglo-Saxon countries. The figures include the
students working in temporary jobs who are overrepresented in the lowest age category of
16-25 years, although the composition of the age group is very different across regions. In the
Nordic countries the share of young students is much higher than in the Southern region.

Students included

Students excluded

0.45
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Females
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Eastern
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0.00

Bal c

0.05

Pr35-64

Source: European Labour Force Survey 2008.
Figuur 7: Simulated probabilities of being employed in an insecure job by age,
gender and welfare regime type

When students are excluded, the Southern countries are again the ones with the highest
shares of insecure jobs among the youth. The Baltic and Eastern countries show rather low
probabilities of age-related insecure employment. All regimes except the Baltic show higher
probabilities on job insecurity for women. In Figure 8 we show the skill-based simulated
probabilities by regime type and age cohort.
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Figure 8: Simulated probabilities of being employed in an insecure job by age,
gender, welfare regime type and skill-level.

Our expectations are largely confirmed because the Nordic and Continental countries show
the highest probability of skill-based job insecurity especially among male and in particular
female youngsters. The Southern countries exhibit the highest probability on job insecurity of
the older as well as the younger age cohorts (when we leave out the students). They also
exhibit the highest probability for high-skilled youngsters to be employed in insecure jobs.
Overall, we can conclude that job insecurity gaps are age-based and skill-based at the same
time and exist in more and less regulated regimes. That low-skilled youngsters face relatively
high risks on job insecurity in notably the Nordic and Continental regimes suggests that these
advanced economies require high skills for employment in secure jobs.

6.2. Labour market insecurity and the impact of the current crisis, the Great Recession
In the second step we used the European Social Survey for 2004-2010 to explore the impact
of the economic crisis on objective labour market insecurity. We estimated binary logistic
models separately for youngsters and the older age cohorts to find out whether youngsters
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were particularly hit by the crisis with respect to their job and employment insecurity. The
definition of labour market insecurity used here is much broader than the definition of job
security in the European Labour Force Survey because of which the probabilities of insecurity
appear much higher. The definition we use here is the probability to occupy a job with a
temporary contract (15%) or without a contract (11%). Secondly we include the employed
with unemployment experience in the last five years (9%). In total 36% of the people of 1665 years of age are then classified as labour market insecure against only 14% job insecure in
the European Labour Force. The results of the model estimations are reported in Table 2. The
crisis dummy included in the model is defined using the year and month of interview and not
the survey year. All interviews held in September 2008 and later are considered to be part of
the crisis period. The data therefore cover the period September 2008 to December 2011.
The effect of the crisis is contrary to what we expected insignificant in the model for
youngsters while significant but negative in the overall model and the model for the older age
cohorts. Labour market insecurity was already at a high level for youngsters before the crisis
and has not changed much during the crisis. It increased however in the Baltic and Southern
regimes but decreased somewhat in the Eastern regime because the share of fixed-term jobs
among youngsters declined and youth unemployment increased strongly. The reason for this
is that temporary work operates as a ‘flexible buffer’ for adjustment to economic shocks
expanding in good times and contracting in bad times in particular in segmented labour
markets with large gaps in the protection of insiders and outsiders (Boeri & Garibaldi, 2007).
In the wake of a crisis the temporary workers are the first to be dismissed but to be hired
again in the recovery. Due to the slow recovery in the current crisis especially in the CEE
countries only the first part of the story became true and job creation stayed behind.
Youngsters became unemployed and encountered problems to regain employment. In the
model for all age groups the interaction effects of the crisis with youth and with low-skill turn
out positive suggesting that the perceived labour market insecurity of youngsters and the
low-skilled increased during the crisis in particular in the Baltic and Anglo-Saxon countries as
the interaction effects with welfare regime type show.
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Table 2: Estimation results of a binary logistic regression model on labour
market insecurity before and during the Great Recession.
Model III: The crisis

All people

Youth

Age cohorts 35-64

Female
0.055*** 0.072**
0.052**
Low skill
0.239*** 0.496***
0.110**
High skill
-0.190*** -0.147***
-0.199***
Immigrant
0.384*** 0.372***
0.411***
Student
0.942*** 0.956***
0.573***
Crisis
Youth
0.607***
Crisis (2009-2011)
-0.158*** -0.046
-0.173***
Youth*Crisis
0.096***
Welfare regime (Ref. Continental)
Nordic
-0.064 -0.140**
-0.003
Anglo-Saxon
0.590*** 0.087
0.881***
CEE
0.380*** 0.322***
0.423***
Baltic
0.058 -0.196**
0.184**
Southern
0.800*** 0.523***
0.960***
Welfare regime (Ref. Continental) * Crisis
Nordic*Crisis
-0.073
-0.03
-0.117*
Anglo-Saxon*Crisis
0.113*
0.203*
0.048
CEE*Crisis
-0.048
-0.112
-0.018
Baltic*Crisis
0.274*** 0.491***
0.164*
Southern*Crisis
0.097 0.266***
0.008
Education (Ref.=Intermediate education)
Low skills*Crisis
0.102** -0.055
0.175***
High skills*Crisis
-0.028
-0.084
0.011
Constant
-1.721*** -1.019***
-1.800***
Pseudo R2
0.105
0.089
0.064
N
81523
25794
55729
* p<0.10, ** p<0.05, *** p<0.001
Note: The models are estimated with inclusion of controls for marital status, senior (55-64)
and occupational status.
Source: European Social Survey, 2004-2010

Figure 9 shows the simulated labour market insecurity probabilities for the youngsters and
the older age cohorts disaggregated by skill-level, welfare regime type and the crisis period.
We calculated these probabilities for the non-crisis years 2004-2007 and the crisis years 20082011. The most important result is the positive interaction effect of the crisis dummy with the
welfare regime type in the model for youngsters, showing increases in labour market
insecurity in the Anglo-Saxon, Baltic and Southern regimes indicating that these regimes due
to the crisis saw the labour market insecurity risks of youngsters increased.
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Figure 9: Simulated probabilities of objective labour market insecurity before and
during the Great Recession, by skill-level, age and welfare regime type

The CEE countries show relatively high labour market insecurity risks for young workers
although they declined somewhat during the crisis because youth unemployment rose. The
labour market insecurity of low-skilled youngsters appears more affected than the insecurity
of the medium and high-skilled older age cohorts. The strongest effect of the crisis on labour
market insecurity concerns the low-skilled youngsters in the Baltic and Southern regimes.

6.3. Labour market in security and uncertainty and the role of trust
The puzzling part of the story is that of the Nordic regime with low levels of job protection
coupled to high levels of subjective job security and job satisfaction. The success of the Danish
labour market has been attributed to the highly appraised Danish Golden Triangle or
‘flexicurity’ model based on a flexible labour market with high levels of job-to-job mobility
activating labour market polices and relatively generous benefits. The secret of the Nordic
countries however might in particular be the high levels of personal and institutional trust as
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shown earlier. Likewise, the low levels of trust in the Eastern countries might partly also
explain the high levels of subjective job and employment insecurity in the CEE countries. For
that reason in the final part of the paper we report on the findings of the estimated trust
models to explore the way trust might impact the differences in objective and subjective job
security across Europe.
The results are reported in Table 3. We mainly discuss the findings with respect to the
impact of economic resources and trust here. The results for the human capital variables and
the controls are very similar to the earlier results except for a few remarkable differences
between the model outcomes for objective and subjective insecurity on the one hand and
between job and employment security on the other. Young people occupy more insecure jobs
and also perceive their jobs as less secure but they are more optimistic about their
employment security than the older generations. Also students are more prone to occupy
insecure jobs but are rather optimistic about their job and employment security compared to
non-students. Low skilled young workers are more likely to be employed in an insecure job
but are optimistic about their job security and pessimistic about their employment security.
Immigrants have a higher chance to work in insecure jobs and are also rather pessimistic
about their job security but equally optimistic about their employment security as native
workers.

Economic resources
The results on the economic resources and gender-specific unemployment rate are very
straightforward and show that the richer a country is and the lower unemployment rates are
the lower objective as well as subjective labour market insecurity is. The economic and labour
market conditions appear important for understanding the differences in the levels of
insecurity and uncertainty. They confirm hypothesis five. The interaction effect of GDP with
regime type (not shown here) reveals that the negative relationship between GDP and
insecurity turns into a positive one in the Southern countries and remarkably also in the
Anglo-Saxon countries suggesting that the higher GDP is the more insecure jobs they create.
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Table 3. Estimation results of ordered logit and ordered probit models on objective (LMI)
and subjective labour market insecurity (SJI; SEI) and the role of trust
Model IV: LMI
Macro Trust*WR
Trust
0.991*** 0.516***
-0.298*** -0.290***
0.070** 0.067**
0.389*** 0.373***
0.942*** 0.978***

Model V: SJI
Macro Trust*WR
Trust
0.587**
-0.188
-0.167*** -0.147***
0.095*** 0.127***
0.089* 0.179***
-0.233** -0.272***

Model VI: SEI
Macro Trust*WR
Trust
-0.273** -0.254***
0.294*** 0.291***
0.095*** 0.094***
0.008
-0.012
-0.129** -0.110**

Personal characteristics
Youth 16-34
Senior 55-64
Female
Immigrant
Student
Trust variables
Personal trust
-0.062*** -0.084*** -0.072*** -0.064** -0.028*** -0.051***
YOUTH*Personal trust
0.028
0.022
0.055**
0.026
0.015
0.017
Institutional trust
-0.045*** -0.042** -0.047*** -0.096*** -0.029*** -0.018
YOUTH*Institutional
0.007
0.004
0.007
-0.013
0.003
-0.004
Welfare
Trust regime (Ref.. Continental)
Nordic
0.454**
0.176
-0.322**
Anglo-Saxon
0.251
0.145
-0.211
CEE
-0.292**
0.016
-0.157**
Baltic
-0.465*
-1.903***
-0.077
Southern
0.279*
0.473***
-0.091
Interactions WR*Personal trust
Nordic*trust
-0.014
-0.008
0.039*
Anglo-Saxon*
0.100***
0.005
0.044*
CEE*trust
0.014
0.01
0.033**
Baltic*trust
0.056
-0.029
0.034
Southern*
-0.021
-0.057*
-0.015
Interactions WR*Institutional Trust
Nordic*
-0.038
0.055
-0.025
tWR*Institutional trust
Anglo-Saxon*
-0.036
0.094**
-0.012
CEE*
0.022
0.060**
-0.009
Baltic*
-0.036
0.018
-0.042
Southern*
0.029
0.016
0.009
Mean trust society
Mean personal trust
-0.174**
-0.207***
-0.167***
YOUTH* Mean Pers. Trust -0.196*
-0.106
0.018
Mean Institutional Trust
0.023
-0.213***
0.059*
YOUTH*Mean Inst. Trust
0.116
-0.099
-0.021
Constant
-1.184*** -0.832*** 3.680*** 2.587*** 2.838*** 2.444***
Cut-off points SJI/SEI 1)
*
Pseudo R2
0.127
0.134
0.046
0.063
0.02
0.021
N
23282
23282
14664
14664
14480
14480
*p<0.10; **p<0.05;***p<0.001. 1) Note: The constant equals the minus value of the first cutoff point 1 of the SJI/SEI models. The other intercepts are not given here but are available
upon request. The models include further controls for marital status and occupational
status.
Source: European Social Survey, 2004-2010
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R * p<0.10, ** p<0.05, *** p<0.001

Personal and institutional trust
The models including trust at the individual and the country-level confirm the bivariate results
presented earlier. Personal and institutional trust appears strongly and negatively correlated
with objective and subjective job and employment insecurity, confirming hypothesis five. The
interaction effects with youth are in all but one model insignificant showing that personal
trust has a similar effect for young people as for the older generations. For that reason we did
not estimate separate models for the youth and the older generations. Most of the interaction
effects of personal and institutional trust and welfare regime are insignificant except for a
few. Workers in Anglo-Saxon countries with high levels of personal trust are more likely to be
employed in insecure jobs and also feel more employment insecure than their counterparts
in the Continental countries. The same holds for workers with high levels of personal trust in
CEE countries who are objectively less likely to be employed in insecure jobs but feeling more
employment insecure. The reverse seems to be the case in Southern countries where the
average worker is more likely to be employed in insecure jobs and more pessimistic about his
job security, but the more he trusts other people the less insecure he feels compared to his
fellow workers in Continental countries. Workers in Anglo-Saxon and Eastern countries
conveying higher levels of institutional trust are more pessimistic about their job security but
feel not more employment insecure than workers in Continental countries.

Trust at macro-level
In countries with higher average levels of personal trust workers are less likely to be employed
in insecure jobs and also feel less job and employment insecure. The interaction effect with
youth is significantly negative. Young people with high levels of personal trust are more likely
to be employed in secure jobs whereas in general young people have very high chances to be
employed in insecure jobs. In countries with higher average levels of institutional trust the
level of objective job insecurity is similar to that in other countries with lower levels of
institutional trust whereas the level of subjective job insecurity is lower but unexpectedly the
level of subjective employment insecurity higher.
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The causality issue and the interaction with skill-level
Neither the puzzle of the Danish case, nor the intriguing question ‘what causes what?’ can be
resolved with the cross-sectional data under scrutiny. When trust is not merely a personality
trait but built up during the career and the life course we would expect much higher levels of
trust amongst the high-skilled job and employment secure workers than among the lowskilled insecure worker. We therefore ran the same models but including interactions
between trust and skill-level which turn out to be insignificant in the case of objective labour
market insecurity but significant and positive for the low and high skilled in the case of
subjective insecurity. The positive interaction effect of high skill on subjective insecurity stems
from a negative effect of high skill and a negative effect of their higher level of trust. Likewise,
for the low skilled the reverse mechanism operates, showing a positive effect for their low
skill and their low level of trust on insecurity. The skill-trust mechanism suppresses the
negative effect of trust on subjective insecurity that in the subjective job insecurity model
with inclusion of the interaction terms rises from -0.07 (see Table A3) to -0.10 (not shown
here). This seems to suggest that trust is not only a personality trait but also an endowment
developed over the career. The causality issue needs therefore further scrutiny with
longitudinal data.

7. Conclusions and discussion
The issue dealt with in the paper concerns the role of governance and trust in understanding
the very different picture of objective and subjective job insecurity notably young workers in
Europe face during the current crisis. The focus has been on a comparison of the position of
youngsters and the older generations of workers in Central and Eastern Europe (CEE)
compared to Western Europe. The paper uses three comparative data sets to explore the
relationship: the annual EU-SILC longitudinal data set on income and living conditions, the
annual European Labour Force Survey for 2008 and the bi-annual European Social Survey for
2004-2010. We started off with reviewing the evidence on the challenges and deficiencies of
the CEE labour markets such as a low productivity, high levels of (long-term) unemployment,
skills shortages and mismatches, a high wage inequality and a strong dualism which resulted
in low levels of job security and high levels of uncertainty coupled to low levels of personal
and institutional trust. We reviewed the literature on job insecurity and the insider-outsider
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divide on the labour market. Barbieri's classification of age-related and skill-related insecurity
gaps appeared very useful to formulate hypotheses about the nature of these gaps in the
various country clusters. We contended that the CEE countries have both, high levels of age
and skill-related job insecurity gaps between insiders and outsiders. We also argued that the
current crisis might have a significant deteriorating effect on the job insecurity gaps
youngsters confront, but that these effects are likely to be very different dependent on the
ways of governance in Europe. We formulated some discrete choice regression models
containing regressors in four main areas of interest; at the individual level the human and
social capital of workers indicated by age and skill level and personal and institutional trust
and at the macro-level the economic and labour market conditions in a country indicated by
GDP per capita and the gender-specific unemployment rate and the average level of trust in
society. In one model we included dummies for the crisis interacted with welfare regime type
to investigate whether the crisis worked out differently in the various settings.
Whereas the overall effect of the crisis on job insecurity is modest contradicting
hypothesis 3, we find that notably in the Baltic and Southern countries youngsters face
increasing risks on objective job insecurity associated with the crisis. Speculating about the
reasons for the unexpected small effect of the crisis on job insecurity in the other countries
we argued that youngsters due to the crisis become unemployed or withdraw from the labour
market because of moving back to school. This issue however requires further scrutiny.
About the age or skill-related nature of job insecurity we largely confirm the
hypotheses 1 and 2 on age–related gaps in the South and skill-related gaps in the Continental
and Nordic regimes although the distinction is less clear-cut. Job insecurity gaps are age and
skill-based at the same time and appear to exist in more and less regulated regimes.
Youngsters are still relatively more likely to be employed in insecure jobs in the segmented
labour markets in the South. The CEE countries with lower shares of temporary labour and
high levels of youth unemployment show relatively lower objective but larger subjective job
and employment security gaps which are however age and skill-based at the same time. Lowskilled youngsters face relatively high risks on job insecurity in notably the Nordic and
Continental countries suggesting that these advanced economies require high skills for
employment in secure jobs.
The findings on the impact of the economic and labour market conditions are rather
straightforward. The wealthier a country is in terms of GDP per capita and the lower
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unemployment is, the lower objective as well as subjective labour market insecurity is,
confirming therewith hypothesis four. The interaction effect with regime type however shows
that the negative relationship between GDP per capita and job insecurity turns into a positive
one in the Anglo-Saxon and Southern regimes implying that the countries in these regimes
during the crisis years 2010-2011 pursue a flexibilisation strategy for adjustment. The effect
is rather unexpected for the Anglo-Saxon regime. With respect to the adjustment strategies
of countries to economic shocks, unemployment and job insecurity operate as substitutes to
each other especially in segmented labour markets with large gaps between the protection
of insiders and outsiders (the so-called ‘honeymoon’ effect). In the current crisis however
‘flexibilisation at the margin’ did not decline and even increased in some of these regulated,
protected labour markets while unemployment rose strongly as well. The two levers of
adjustment, unemployment and flexibilisation, behave then as complements to each other
suggesting that countries during the current crisis pursue a flexibilisation strategy leading to
a very slow recovery of secure employment.
In most models we included welfare regime type showing that governance matters for
understanding the differences in job/employment insecurity in Europe. In all models the
effect of governance indicated by welfare regime is highly significant showing that the
regimes largely differ in their adjustment strategies. The Eastern countries are featured by a
specific profile with modest levels of objective job insecurity but high levels of age and skillbased subjective job insecurity. Compared to the Eastern countries the Baltic countries
behave differently with very low objective job insecurity but high levels of unemployment and
subjective employment insecurity. The results for the Eastern countries show very mixed
evidence. Countries like Poland and the Czech Republic pursue a flexibilisation strategy
whereas the Baltic countries seek adjustment through unemployment. For that reason
subjective job security is high in these Eastern countries whereas employment insecurity is
high in the Baltic countries. In both regimes the low-skilled youngsters carry the burden of
adjustment.
In the final part of the paper we argue that part of the country and regime differences
might be explained by differences in the levels of personal and institutional trust. We show
that personal and institutional trust and the average level of social trust in a country have a
strongly significant and negative effect on objective and subjective job and employment
insecurity but we don’t find strong evidence that the labour market insecurity differences
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across regimes are highly correlated with their levels of trust. The next step will be to employ
more refined analyses with multi-level regression models to investigate whether personal
trust impacts the gradient of the relationship between average levels of trust and subjective
job security.
The puzzle of the Danish ‘flexicurity’ system with low levels of job protection but
people feeling highly job secure can therefore not be resolved with our cross-sectional data
analyses. The reason is that the possibility of reverse causation cannot be excluded because
trust might not be the real cause for low subjective job insecurity, but the success of the
country to safeguard secure employment creating trust. The interactions of trust with skilllevel reveal that the effect of trust on insecurity becomes stronger once we assume the levels
of trust to differ by skill level. This suggests that trust is not mainly a personality trait but also
an endowment people acquire during their career. The low level of personal trust in the
Eastern countries in parallel with high levels of subjective job insecurity in some CEE countries
and rising employment insecurity in others does therefore not help to resolve the labour
market deficiencies the CEE countries face. The CEE countries increasingly pursue
flexibilisation strategies in the current crisis that are likely to reduce in particular the job
security of low-skilled youngsters and to raise the insider-outsider cleavage. The royal way to
reduce the insider-outsider job security gaps and to improve the position of the low-skilled
youngsters and low-skilled older generations of workers is through facilitating public and
private investments in skill formation to increase productivity and to make the standard
contract more attractive for both, employers and employees.
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