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Summary

To enjoy good health is a fundamental part of human life, as evident by the large number of
people who state “my health” when asked what is most important for them. In a similar vein,
to take active part in the labor force is essential for individuals, both because it provides
income and self-worth, and because it enhances social integration and participation. In fact,
having good health and holding a job are two of the most important elements in a person’s
life. Hence, the interrelationship between health and employment status is of major
importance, and this is the overarching topic of the present thesis.

Our point of departure is the empirical observation that the unemployed tend to be in
significantly worse health than the employed. This is probably the final product of three
processes: (i) a lower likelihood of gaining employment if health status is poor, (ii) a higher
unemployment probability when health status deteriorates, and (iii) negative health effects
due to unemployment. Correspondingly, the current dissertation investigates health selection
in hiring and employment (paper 1), health selection to unemployment (papers 2 and 4) and
health effects of unemployment (papers 3 and 5). The data material consists of EU-SILC, and
both OLS and GLS regressions, individual level fixed effects, and propensity score matching
are utilized in the empirical papers.

In order to get a deeper understanding of the health—employment status relationship,
we need to examine how the association varies over time and/ or geographical space.
Accordingly, this dissertation will investigate cross-national differences in hiring, firing, and
health. Institutional settings are the main focus in papers 1, 2 and 3, where research context is
set to Scandinavia. Denmark, Norway and Sweden are similar on many domains, but differ
on the strength of employment protection legislation and on generosity of unemployment
benefits, both of which potentially important for the association between health and
employment status. Economic conditions, i.e. the level of and trend in the overall
unemployment rate, is the focal point in papers 4 and 5. All available European countries are
included (N=28, 25), so that we get as much variation in the economic conditions as possible.

Paper 1 indicates that people with ill health are more likely to be hired in Denmark,
where employment protection is weak, than in Norway and Sweden. This pattern is, however,
only evident among higher educated people, which is surprising because it is primarily
among ‘low skill” employees that employment protection is weak in the Danish “flexicurity’

model. Furthermore, people with ill health are twice as likely (compared to people with good



health) to hold temporary work contracts in Denmark. The ‘health component’ in temporary
work are less evident in Sweden, and especially Norway.

Paper 2 shows that ill health is associated strongly with unemployment likelihood in
Denmark, and there are even signs of this being a causal relationship. Health selection to
unemployment is not apparent as a general phenomenon in neither Norway nor Sweden, but
there is some evidence that younger individuals (<30 years) with poor health have a high
unemployment probability in both countries.

Paper 3 examines short-term health effects of unemployment. Sweden have less
generous unemployment benefits than Denmark and particularly Norway, perhaps implying
larger health effects in Sweden (due to more financial hardship). However, it is apparently
only among the unemployed in Denmark that health status tends to deteriorate somewhat.
Nonetheless, the findings are quite positive overall for the three Scandinavian countries.

Paper 4 investigates possible compositional changes in the unemployment population
in 28 European countries experiencing differing economic conditions. The results indicate
that people with good health status constitute a larger part of the unemployed population, but
only in countries experiencing a severe economic crisis. In the remaining countries, people
with bad health are — if anything — overrepresented among the recently unemployed.

Paper 5 shows that the unemployment event seems to be harmful for self-rated health
regardless of how common the experience is, according to analyses of 25 European countries.
Low-unemployment countries stand somewhat out empirically (i.e. more pronounced health
effects of unemployment), again suggesting that the composition of the unemployed
population is crucial for how ‘strong’ the unemployment—health relationship is.

There are four ‘take-home-messages’ in this thesis. First, labor market deregulation
(weak employment protection and more temporary work contracts) is not beneficial for
people with ill health. Second, although people with health problems tend to be among the
first to lose their jobs during an economic crisis, stronger employment protection legislation
could improve the situation. Third, the Scandinavian welfare states have apparently kept the
unemployed in good health, showing the importance of (reasonably) generous unemployment
benefits. Fourth, the composition of the unemployed population is of vital importance for

why the unemployment—nhealth relationship varies over time and geographical space.



Samandrag

Det er langt fra tilfeldig at veldig mange personar svarar «helsa mi» pa spgrsmal om kva som
er viktigast for dei. God helsetilstand er ein grunnleggande del av eit lukkeleg liv. A delta
aktivt pa arbeidsmarknaden er ogsa essensielt for folk, sidan yrkesdeltaking sikrar bade
inntekt, sjglvrespekt, og integrering i lokalsamfunnet. A ha god helse samt eit arbeid & g til
er kanskje to av dei viktigaste elementa i ein person sitt liv. Det & undersgke korleis helse, pa
den eine sida, og arbeidsmarknadsutfall, pa den andre sida, heng saman er derfor bade viktig
og interessant, og det er nettopp det denne avhandlinga skal sja narare pa.

Utgangspunktet vart er den empiriske observasjonen at dei arbeidsledige har
signifikant darlegare helsetilstand enn folk som har jobb. Dette er sannsynlegyvis eit resultat
av minst tre prosessar: (i) lagare sannsyn for a bli tilsett dersom helsa er darleg, (ii) starre
sannsyn for & bli arbeidsledig dersom helsa er (eller blir) darleg, og (iii) negative
helseeffektar av arbeidslgyse. Denne avhandlinga skal undersgke desse tre prosessane:
tydinga av helsetilstand for tilsetjingar og sysselsetting (artikkel 1), helseseleksjon til
arbeidslayse (artikkel 2 og 4), samt negative helseeffektar av arbeidslgyse (artikkel 3 og 5).
Datamaterialet bestar av EU-SILC, og bade OLS/GLS regresjon, individniva fast effekt, og
propensity score matching blir nytta som analyseteknikkar.

For at me skal fa ei djupare forstaing av forholdet mellom helse og
sysselsettingsstatus, treng me & undersgka korleis samanhengen varier over tid og geografisk
stad. Denne avhandlinga vil derfor analysere skilnadar mellom land i sysselsetting,
arbeidslgyse, og helsetilstand. Institusjonelle forhold er hovudfokus i artikkel 1, 2 og 3, der
Skandinavia er forskingskonteksten. Danmark, Noreg og Sverige er like pa mange omrader,
men det er viktige skilnadar bade med omsyn til styrken pa stillingsvernet, samt pa kor
genergse arbeidslgysetrygdene er. Begge desse institusjonelle faktorane kan ha ei innverknad
pa samanhengen mellom helse og sysselsettingsstatus. @konomiske forhold, det vil seie niva
og trend i nasjonal arbeidslgyserate, er fokus i artikkel 4 og 5. Alle tilgjengelege europeiske
land vert inkludert (N=28, 25), slik at me far mest mogleg makrogkonomisk variasjon.

Artikkel 1 viser at folk med darleg helse har stagrre sannsyn for a bli tilsett i Danmark,
der stillingsvernet er svakt, enn i Noreg og Sverige. Men dette empiriske mgnsteret er berre
synleg blant folk med hggare utdanning, noko som er merkeleg sidan det primeert er blant
‘lav-status’ yrker at stillingsvernet er svakt i den danske “flexicurity’ modellen. I tillegg er

midlertidig stillingskontrakt dobbelt sa vanleg blant folk med darleg helse i Danmark



(samanlikna med folk med god helse). Det er mindre skilnadar etter helsetilstand i bruk av
midlertidig stilling i Sverige, og spesielt Noreg.

Artikkel 2 viser at folk med darleg helse har stort sannsyn for & vere arbeidsledig i
Danmark, og det er ting som tyder pa at dette er eit kausalforhold. Helseseleksjon til
arbeidslgyse er mykje mindre utstrakt i Noreg og Sverige, men unge personar (<30 ar) med
darleg helse er arbeidsledige i noksa stor grad i bade land.

Artikkel 3 undersgker (korttids-)helseeffektar av arbeidslgyse. Sverige har mindre
genergs arbeidslgysetrygd enn nabolanda, noko som kanskje inneberer stgrre negative
helseeffektar her (pa grunn av meir gkonomiske vanskar). Analysane, derimot, visar at det
berre er i Danmark at arbeidslayse vert etterfalgt av forverra helsetilstand. Samla sett sa er
resultata temmeleg positive for dei tre Skandinavsike landa, med lite teikn pa helsesvikt.

Artikkel 4 undersgker potensielle endringar i komposisjonen av
arbeidslagysebefolkninga i 28 europeiske land med ulik makrogkonomisk utvikling. Resultata
tyder pa at personar med god helse utgjer ein starre del av dei arbeidsledige, men berre i land
som opplev ei alvorleg skonomisk krise. | dei resterande landa tenderer folk med darleg helse
mot a vere overrepresentert blant dei ‘nye’ arbeidsledige i krisetider.

Artikkel 5 indikerer at arbeidslayse er skadeleg for sjglvrapportert helse uavhengig av
kor vanleg arbeidslgyseerfaringa er, i fglgje analysar av 25 europeiske land. Land med sveert
lag arbeidslgyserate skil seg, til ei viss grad, ut empirisk (med stgrre negative helseeffektar),
noko som igjen tyder pa at komposisjonen av dei arbeidsledige er viktig for kor “sterkt’
forholdet er mellom helse og arbeidslayse.

Det er fire hovudbodskap i denne avhandlinga. (1) De-regulering av
arbeidsmarknaden (svakare stillingsvern og meir midlertidige stillingar) er ikkje gunstig for
folk med darleg helse. (2) Personar med darleg helse er blant dei farste som mistar jobben
under ei gkonomisk nedgangstid, men sterkare stillingsvern ser ut til & forbetre situasjonen.
(3) Dei Skandinaviske velferdsstatane har tilsynelatande lukkast ganske bra i a bevare
helsetilstanden til dei arbeidsledige, noko som indikerer viktigheita av (noksa) genergs
arbeidslaysetrygd. (4) Komposisjonen av arbeidslgysebefolkninga ser ut til & vera av
avgjerande tyding nar me skal forklara kvifor samanhengen mellom arbeidslgyse og helse

varier over tid, og mellom land.



List of abbreviations

ALMP
BMI
Cv
EPL
EU-SILC
FE
GDP
GLS
GP
GWAS
ILO
LIFO
LLSI
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OLS
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Active Labor Market Policies

Body Mass Index

Curriculum Vitae

Employment Protection Legislation

European Union Statistics on Income and Living Conditions
Individual Level Fixed Effects

Gross Domestic Product

Generalized Least Squares Regression

General Practitioner

Genome-Wide Association Study

International Labour Organization

Last-In-First-Out

Limiting Longstanding IlIness

Organisation for Economic Co-operation and Development
Ordinary Least Squares Regression
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Propensity Score Matching

Self-rated General Health Status
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1. Introduction

To have good health is a fundamental part of human life. This is evident, for instance, by the
large number of people stating “my health” when asked what is most important for them (e.qg.
see figure 1.6 in OECD 2015, and table 2 in Benjamin et al. 2014). Similarly, to take active
part in the labor force is considered to be essential for individuals, because it provides income,
self-worth, and social integration. Furthermore, high labor force participation is a key goal for
Governments throughout Europe (European Commission 2010). Having good health and
holding a job are — in addition to the wellbeing of family and friends — the perhaps most
important elements in a person’s life. The interrelationship between health, on the one hand,
and employment status, on the other, is the overarching topic of the current thesis.

Our point of departure is the empirical observation that the unemployed tend to be in
significantly worse health than the employed. Health differentials between people inside and
outside the labor market contributes vastly towards how large health inequalities that exists in
a society, which is important from a public health perspective. One could argue, however, that
social class differences are more important for health inequalities, because working
conditions, income level and psychosocial stress are stratified according to where a person is
placed within the occupational status structure. A person working on minimum wage and a
temporary contract with health-damaging working conditions are obviously more likely to
develop health problems than someone holding a safe and highly paid office job. Yet, because
of strong competition on the 21st century labor market, people with weak or vulnerable health
status are probably — to a large extent — not even a part of the labor force. This issue could
become even more pressing when the economy takes a turn for the worse, as we have
witnessed in the preceding years in several European countries (Eurostat 2016a). During an
economic crisis, the number of available jobs are reduced considerably, and people possessing
some kind of ‘uncertainty signal’ (e.g. bad health) are less likely to be hired, and might even
be fired to a higher extent. Thus, the interrelationship between ill health and employment
status seems imperative if we wish to understand the “nitty-gritty’ of health inequalities.

Previous research on the unemployment—health association has most often tried to
distinguish between two major processes: social causation and health selection. Social
causation refers to a situation where people have bad health because of the (stress surrounding
the) unemployment experience, i.e. a negative causal effect of unemployment on health status.
Health selection, on the other hand, means that people with a bad (or vulnerable) health status

are more likely to be or become unemployed, and this selection is the main reason why the



unemployed tend to be in worse health than the employed. These two processes are not
mutually exclusive, and both seem to be of importance for the relationship between
unemployment and health (Steele, French & Bartley 2013; Korpi 2001; Elstad 1995).

Although it seems sensible to differentiate between social causation and health
selection, there are some challenges associated with this distinction as well. First, health
selection is often viewed as a “statistical problem’ that has to be dealt with while investigating
health effects of unemployment. It is important to stress that health-related social mobility
(e.g. health selection into and out of employment), is worthy of empirical investigation in
itself. Second, unemployment is a complex phenomenon, and not merely influenced by
individuals’ current status on health and other observable variables. Accumulated employment
history (e.g. seniority and firm-specific human capital) is also an important part of the picture.
Hence, it is essential to examine hiring and employment, in order to see whether people with
health problems are disadvantaged in these domains as well.

The empirical observation that unemployed people tend to be in worse health than the
employed is probably the final product of at least! three processes: (i) a lower likelihood of
gaining employment if health status is poor, (ii) a higher probability of experiencing
unemployment when health status deteriorates, and (iii) negative health effects due to
unemployment. Correspondingly, the current dissertation will examine health selection in
hiring and employment (paper 1), health selection to unemployment (papers 2 and 4) and
health effects of unemployment (papers 3 and 5).

Since the health—employment status relationship is reasonably well established
empirically, we need to examine how the association varies over time and/ or geographical
space in order to get a deeper understanding of the phenomenon. For instance, certain
institutional settings are probably able to improve the labor market situation for people with
ill health. More knowledge about how and why the relationship varies between countries can
thereby be important from a policy point of view. The present thesis wishes to contribute
towards this end, using the European Union Statistics on Income and Living Conditions (EU-
SILC) data material (time period: 2007—2013) and an explicit cross-national comparative

perspective.

! Health status might also have an influence on the persons’ educational level. For instance, poor health status
while studying could cause lower grades, and hence fewer possibilities in school and on the labor market (i.e. too
low marks for “high status” schools and study programs, and/or less job offers after graduation).

4



More specifically, the association between health and employment status is likely to
differ? according to the overall economic conditions, for two reasons. First, the composition
of the unemployed population will probably change for the healthier in high-unemployment
countries, and second, it might be easier? to cope with unemployment when the experience is
widely shared. Country-specific institutional settings could also be of major importance, for
instance how easy or difficult it is for employers to fire employees with (developing) health
impairments. Similarly, generosity of unemployment benefits could also matter for health and
wellbeing among the unemployed.

Accordingly, this dissertation will — through five empirical papers — investigate hiring,
firing, and health, and how this varies cross-nationally. Institutional settings are the main
focus in three studies, where the research context is set to Scandinavia (papers 1, 2 and 3).
Denmark, Norway and Sweden are similar on many domains, but differ on certain key
institutional settings (strength of employment protection legislation, unemployment benefit
generosity) that are of importance for the health—employment status link. Economic
conditions, i.e. the level of and trend in the overall unemployment rate, is the focal point in
the two remaining studies (papers 4 and 5). All available European countries are included
(N=28 and 25), so that we get as much variation in the economic conditions as possible.

The dissertation is structured as follows. We start with a review of previous research
and theoretical mechanisms (chapter 2). Next, the cross-national comparative perspective is
outlined, and the research questions are specified (chapter 3). We proceed with a description
of data material, key variables, and analysis techniques (chapter 4). The empirical results —
derived from the five included papers — are summarized in chapter 5, and we end with a
discussion of the presented findings (chapter 6).

2 The association is likely to differ both between countries and within a country over time according to changes
in the average unemployment rate.

3 Being unemployed could also be more difficult to deal with when the economy takes a turn for the worse,
because there is no apparent way out of the unfortunate situation (i.e. low re-employment likelihood). See
section 3.2 for more on this issue.



2. Theory and previous research

2.1 Background

This dissertation contributes to the research topic of social inequalities in health®. Health
inequalities usually® refer to health differentials by socioeconomic status, such as income,
educational qualifications and occupational groups (Eikemo et al. 2016). Often, there is a
social gradient visible in the relationship of interest, which means that people enjoy better
health for each and every step on the societal ladder (Marmot & Wilkinson 2005). Thus,
health differentials do not only exist between, for example, the top and bottom 10 percent in
the income distribution, but are usually visible on the entire *hierarchical spectrum’. Health
inequalities even persist into old age, as indicated by a Norwegian study showing disposable
household income to be significantly associated with health status among people above the
age of 65 (Dahl & Birkelund 1997). The present thesis is placed within this wider literature on
health inequality, but has a quite ‘narrow’ focus on the link between employment and health
status.

The interrelationship between health and employment status is very important when
measuring health inequalities in a society. For instance, Dahl (1993) showed that health
inequalities according to occupational status became considerably larger when the previously
employed was included in the analysis. This finding can probably be explained by the
‘healthy worker effect’, i.e. that people with good health status are more likely to remain
employed. There could be both demand- and supply side reasons for this. First, employers
wish to keep the healthiest (and most productive) employees on the payroll, and those with ill
health could therefore be fired during economic slumps. Second, employees with bad health
might “self-select’ out of employment, because their health status is not compatible anymore
with the work that they used to be able to do. Health-based exit from the labor market is more
pronounced within ‘low-status’ occupational groups because of more health demanding
and/or damaging work conditions, and this explains why the inclusion of the previously
employed tends to increase health inequalities between occupational status groups. People

outside — or on the fringes of — the labor market is therefore an especially interesting group.

4 See Dahl, Bergsli & van der Wel (2014) for a Norwegian literature review on social inequalities in health, and
Elstad (1998; 2000) for theoretical perspectives and explanations.

5 Health inequalities can be defined in a purely descriptive way, for instance: “a term used to designate
differences, variations, and disparities in the health achievement of individuals and groups” (Kawachi,
Subramanian & Almeida-Filho 2002).



Previous research has established beyond any reasonable doubt that the unemployed
are in worse health than the employed (e.g. Bambra & Eikemo 2009). Broadly speaking, two
major explanations have been put forward for why this is so, namely social causation and
health selection. The former implies that health status is poor because of the stress
surrounding the unemployment incidence (i.e. a negative causal effect of unemployment on
health status). The latter refers to mobility patterns on the labor market, and stipulates that
people with ill health have a higher likelihood of being/becoming unemployed. One might
differentiate between direct and indirect health selection processes (Bartley & Ferrie 2001.:
778). Direct health selection means that people come to be — or remain — unemployed because
of bad health status. Indirect health selection, on the other hand, implies that people become
unemployed because of a factor (e.g. certain personality characteristics) that also makes them
more disposed to ill health. Both social causation and health selection are important for the
link between health and employment status, as shown by Elstad (1995) in a study of
Norwegian women.

The unemployment—health relationship is an individual-level phenomenon, but this
does not imply that macro level factors are unimportant. On the contrary, a whole range of
contextual factors are likely to influence the link between health and employment status, the
structure of the health care system being one obvious example. A work-related injury could be
nothing but a temporary setback for an employee’s career in countries with a universal and
free (or heavily subsidized) health care system. In countries with extensive out-of-pocket
payments, however, the same injury could cause a person to withdraw from the labor market
altogether (because the costs of surgery are too high). Preferential employment legislation for
the disabled is another example, and labor market participation could be increased by the
presence of quotas for people with health problems (in firms of a certain size).

Using a cross-national comparative perspective, the present dissertation will focus on
two macro level factors, namely country-specific institutional settings and the overall national
economic conditions. Both of these factors are highlighted by Garcia-Gémez (2011: 210) to
be of importance for the relationship between health and employment status. More
specifically, the impact of employment protection legislation and unemployment benefit
generosity is the institutional settings being scrutinized. The economic conditions consist of
the level of and trend in the unemployment rate. Before these cross-national differences are
discussed more carefully (chapter 3), we turn to previous research and explanatory

mechanisms.



2.2 Previous research

We proceed with a brief overview of the existing literature on the individual-level relationship
between unemployment and health. Two broad strands of research are relevant for our
purpose. First, how people with ill health perform on the labor market, and second, whether
health status deteriorates because of the unemployment experience.

2.2.1 1l health and employment status

Previous research has shown that people with ill health tend to have more difficulties in
gaining and holding employment than people with good health status. Evidence from the U.K.
indicates that people who deteriorate in health have a lower probability of re-employment
(Garcia-Gomez, Jones & Rice 2010). Moreover, people with ill health at baseline in the
Netherlands were both less likely to stay employed and to return to work after unemployment
(Schuring et al. 2013).

Unsurprisingly, people with health problems are disadvantaged regarding
unemployment and job loss as well. Mastekaasa (1996) finds that people with psychological
problems in Norway are more likely to lose their jobs. Suboptimal health status and health
behavior predicted both unemployment occurrence and prolonged unemployment in Sweden
(Virtanen, Janlert & Hammarstrom 2013), corresponding well to the results of a previous
Swedish study (Lindholm, Burstrom & Diderichsen 2001). Having poor health is associated
with longer time spent unemployed in both Canada (Stewart 2001) and Australia (Butterworth
et al. 2012). Furthermore, suffering a sudden deterioration in health increased the
unemployment likelihood considerably in Germany (Riphahn 1999). Another German study
indicates that the unemployment—nhealth relationship might be heterogeneous. Iliness and
long-term health-related absence was associated with higher unemployment likelihood for
foreign and female workers, but there was no such link apparent for native male workers
(Arrow 1996).

It could be argued that it is only ‘natural’ that bad health is associated with weak labor
market attachment, because (serious) health problems will make it difficult to perform certain
work tasks. Thus, individuals with severe physical limitations and serious mental illness,
which are difficult to combine with wage labor, could explain the above-mentioned results.
However, similar ‘employment penalties’ emerge when focus is switched to other health
indicators as well, such as obesity. Analysis of French survey data showed high body mass
index (BMI) to be associated with more years spent unemployed, and with a much lower
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probability of regaining employment (Paraponaris, Saliba & Ventelou 2005). A study from
Finland using more specific obesity measures indicates that it is especially fat mass (i.e.
percent body fat) that is negatively associated with employment likelihood (Johansson et al.
2009). There is even experimental evidence that an obesity signal (i.e. weight manipulated
portrait photographs attached to the job application) lowers the call-back probability
significantly for both men and women (Rooth 2009). This indicates that it is not only the
serious health conditions that matter for labor market participation; other (and less
conventional) health signals could play a role as well.

The health—employment status relationship has been examined during economic
‘busts and booms’ to some extent in the existing literature. A study from the U.K. found that
people with ill health struggled to re-enter the labor market in the aftermath of recessions in
1973-93 (Bartley & Owen 1996), a result that was replicated more recently with a longer
observational period (1973-2009) (Minton, Pickett & Dorling 2012). Similar patterns have
also been observed in Norway for the years 1980-2005, where people reporting ill health had
fairly low employment rates after the economic downturn in the late 1980s/ early 90s (van der
Wel, Dahl & Birkelund 2010). This highlights the importance of the overall economic
conditions for how ‘well’ people with bad health perform on the labor market.

Lastly, evidence from 11 European countries indicates that people with good health
status are more likely to become — or remain — employed than less healthy people (Schuring et
al. 2007). Note that this latter study found noticeable differences in the effect of health on
labor market attachment between the included countries. For instance, people with poor/fair
self-rated health have, compared to people reporting good health, a high unemployment
probability in the Netherlands, Germany and Denmark (OR = 2.7, 2.6 and 2.0), but the
association is considerably weaker in Ireland, Spain and Portugal (OR = 0.6, 0.9 and 1.0).
This cross-national difference can be considered as our point of departure. Since the health—
employment status relationship is reasonably well established empirically, we need to
examine how the association varies over time and/ or geographical space in order to get a
deeper understanding of the phenomenon. For instance, certain institutional settings or labor
market characteristics are probably able to improve the situation for people with ill health.
More knowledge about how and why the relationship varies between countries can thereby be
important from a policy point of view.

To summarize, there seems to exist a robust statistical association between ill health
and employment status: poor health is associated with (i) a lower probability of gaining

employment, and (ii) a higher unemployment likelihood.
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2.2.2 Unemployment and health deterioration

The next question is whether health status deteriorates because of unemployment. This is a
slightly more complicated question because ‘reverse causation’ (i.e. people with ill health or
vulnerable health status is selected to unemployment) is a more pressing issue. Previous
research has dealt with this challenge in a number of ways, resulting in quite diverse samples
being used in the analyses. More specifically, some authors have tried to localize a “‘natural
experiment’ in which unemployment is exogenous to the individual, for instance a
factory/plant closure (e.g. Iversen & Sabroe 1988). Since everyone loses their job when a
factory is closed, there is no selection® into unemployment on the basis of health, personality
or other (unobserved) characteristics. Accordingly, there seems to be a divergence in the
existing literature between studies examining “all kinds’ of unemployment incidences (e.g.
firing and “‘normal’ downsizing) compared to the ‘exogenous’ ones.

Studies examining all kinds of unemployment seem to agree that the unemployment
experience is harmful for health. Kessler, House & Turner (1987) generated a subsample of
unemployed people who were not at fault for their job loss in order to overcome the possible
(health) selection problems in their cross-sectional data. The results indicate significantly
worse status on physical illness, anxiety, and depression among the unemployed, compared to
the employed. A British study deals with the ‘reverse causation’ problem through an
unemployment measure that pre-dates onset of symptoms (Montgomery et al. 1999), finding
unemployment to be a significant risk for depression and anxiety, resulting in medical
consultation. Workers losing their jobs during downsizing in Norway are more prone to
experiencing symptoms of psychological distress, although the effect seems to be rather short-
lived (@sthus 2012). Unemployment remains significantly associated with depression (OR =
1.55) in Australia even after statistical adjustment for social support, financial hardship and
sense of personal control’ (Crowe & Butterworth 2016). Finally, unemployment had a
negative impact on the length of time spent in good health in 10 of 13 European countries
analyzed, the exceptions being Belgium, France and the U.K. (Cooper, McCausland &
Theodossiou 2006).

® The factory/plant closure design is, however, not without limitations. First, workers may be are aware of the
impending closure some while before it happens, and the most skillful parts of the workforce could be able to
‘jump ship’ before the closure is a fact. Second, the generalizability is an issue, since manual and ‘low-skill’
occupations are overrepresented in these studies.

" A large number of sociodemographic and health covariates were also included. Having a low sense of personal
control over one’s life was the covariate most strongly associated with depression in the “fully adjusted” model
(OR = 4.05), followed by being separated/divorced/widowed (OR = 2.89). In other words, employment status
seems to be vital for health and wellbeing, but other things are probably even more important.
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On the other hand, a handful of econometric studies find no health deterioration
because of ‘exogenous’ unemployment incidences. Analysis of American data indicates no
significant effect of job loss (business closures) on health, a finding that is robust across
different health measures, model specifications, and subsamples (Salm 2009). Similarly,
analysis of German panel data, using plant closures and fixed effects, does not find evidence
of a negative health effect (Schmitz 2011). A Danish study, using register data and propensity
score matching methods, finds no effect of displacement due to plant closure/downsizing on
stress-related diseases of the circulatory- or digestive system (Browning, Moller Dano &
Heinesen 2006). Lastly, the unemployment event does apparently not matter for self-assessed
health in Finland either (Bdckerman & llmakunnas 2009), a result obtained with difference-
in-difference and matching methods.

In summary, there is a divergence in the existing literature® regarding health effects of
unemployment, and the discrepancy primarily stems from the samples used: (i) all
unemployed individuals, or (ii) individuals unemployed due to an ‘exogenous shock’. Which
of these two broad strategies is the most appropriate? From a causal inference perspective, a
design utilizing an exogenous unemployment shock is desirable, especially while
accompanied with stringent econometric modeling. From a policy point of view, however, the
strategy of including all unemployed is considerably more appropriate, because a welfare state
has to deal with the (potential) health impact of every single unemployment experience. In
other words, it is not possible for the health care system to ‘exclude’ unemployed people who
are susceptible to illness.

Almost all of the above-mentioned studies (on both research strands) use data material
from one country, although there are some notable exceptions® (see Garcia-Gomez 2011;
Schuring et al. 2007; Cooper, McCausland & Theodossiou 2006). Hence, we need to examine
how the association varies over time and/ or geographical space in order to get a deeper
understanding, and cross-national comparative designs can hopefully help us to this end.
Furthermore, there has been quite little work on the unemployment—health relationship in

changing economic circumstances as well, a topic that is highly relevant given the recent

8 There is a large body of literature examining the impact of unemployment on mortality (see e.g. Lundin et al.
2010; Sullivan & von Wachter 2009; Voss et al. 2004; Martikainen 1990). However, these studies will not be
reviewed here because the present dissertation only investigates morbidity, measured by ‘limiting longstanding
iliness’ (LLSI) and “self-rated general health” (SRH).

% There is also a strand of research that uses data from several countries and multilevel modeling techniques (e.g.
Buffel, Dereuddre & Bracke 2015; Buffel, Missinne & Bracke 2016). These studies are not discussed in detail
here because they are not explicitly comparative (i.e. country-specific analyses are not shown). Note, however,
that these novel papers find few signs of unemployment being less of a health hazard in countries with a high
overall unemployment rate, relevant for paper 5 in the current dissertation.
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economic crisis in Europe. Consequently, this dissertation adds to the existing literature on
two domains. Firstly, by an explicit emphasis on institutional settings: employment protection
in papers 1 and 2, and unemployment benefits in paper 3. Secondly, through investigating the

unemployment—health relationship in diverging economic conditions (papers 4 and 5).

2.3 Explanatory mechanisms

As mentioned above, it is well established empirically that the unemployed have worse health
on average than the employed. In order to properly explain why this is so, we need to
introduce one or several social mechanism(s) that are able to generate this observed statistical
relationship (Hedstrém: 2005: 11; Hedstrom & Swedberg 1996: 287). Hedstrom & Y likoski
(2010: 50) states that “proper explanations should detail the cogs and wheels of the causal
process through which the outcome to be explained was brought about”. We therefore need to
introduce a theoretically and psychologically plausible “link’ between our independent and
outcome variable(s).

The main aim is to show how one or several mechanism(s) was able to generate the
social phenomenon of interest. To do so, we cannot describe each and every detail of the
process, and some level of generality is essential. Thus, the mechanism-approach seeks to
capture the most important elements of a social phenomenon by abstracting away the
irrelevant details (Hedstrom & Ylikoski 2010: 53). Elster (2007: 36) defines mechanisms as
“frequently occurring and easily recognizable causal patterns that are triggered under
generally unknown conditions and with indeterminate consequences”. It is important to note
that explanatory mechanisms quite often are unobserved, or only observable in their
(potential) effects (Hedstrom & Swedberg 1996: 290). One therefore needs a rather deep
understanding of the social phenomenon that is being analyzed to be able to ‘spot’ the
mechanism(s) that are producing the observed outcome.

The relationship between employment and health status is a complicated one, and we
therefore need to introduce several (potentially important) mechanisms. Note that these
mechanisms could reinforce and supplement each other, or perhaps even cancel each other
out. For instance, two mechanisms operating in the opposite direction could leave the (false)
impression that none of them are active. The mechanisms introduced below will only be used
for interpretation purposes, as the current data material is not well suited for more accurate

disentangling. It should be stressed, however, that this is not a unique challenge. Most data
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materials used within the social sciences are insufficient for proving which mechanisms that
are the most important driving factor in the statistical associations of interest.

Different mechanisms will be of importance for (i) hiring and firing decisions, and (ii)
health effects of unemployment. The most important mechanisms related to both processes

will be spelled out in the following, but we start with some basic labor market theory.

2.3.1 Labor market theory

The working of the labor market is driven by supply and demand. Supply refers to the
(number of) available employees, while demand are the vacant positions that needs to be
filled. Basically, this is a matching process, where employers and employees both search for
the ‘right one’. The ultimate goal is that employees are matched with employers in a manner
that can satisfy the needs of both parts. Employees wish to gain a secure (and interesting) job
with an adequate income level. Employers, on the other hand, hope to find a highly skilled
and productive employee that will fit smoothly into the existing workplace culture (and a low
salary is often preferable due to budgetary constraints). The reservation wage of the worker is
an important aspect, and the (potential) employee will decline job offers until a satisfying
wage level is achieved. Obviously, it is not only income that is important, and similar
considerations apply to the exact nature and quality of the job as well (e.g. full time,
permanent contract, managerial position, etc.).

During an economic downturn, there is a considerable shift of power in this matching
process. With less available job openings (and hence more applicants in the pool), the
employer is free to ‘pick and choose’ to a considerably higher extent. For instance, people
with a gap in the résumé might be considered as hirable when labor is scarce, especially if
he/she is the only one in the applicant pool who fulfills the qualification requirements. During
an economic crisis, however, when the competition for jobs is fiercer, people with a
noticeable unemployment ‘scar’ will probably be less attractive. In fact, all observable
uncertainty signals are likely to have more of a negative impact on the hiring likelihood when
demand for labor is low. This is very important for our purpose, for two reasons. First, bad
health status can obviously be considered as an uncertainty signal, and second, many
European countries struggled with an economic crisis in the time window examined in the
empirical papers (2007-2013).

13



2.3.2 Hiring and firing

There are five main mechanisms able to explain why people with ill health are disadvantaged
in hiring and firing decisions. First, health status could act as a productivity proxy during
recruitment processes. It is not possible for employers to observe how productive a person is
(or will be) if he/she is hired, and employers therefore search for all available (and imprecise)
signals (Gambetta 2009; Spence 1973). The most common human capital signals (Becker
1993) are educational level, previous employment spells, and relevant certificates/licenses,
but health status could also be a factor. In several manual occupations, it is quite obvious that
fitness level is relevant for whether the person can do the job or not, but also in non-manual
occupations can health be considered to be of importance. A strong (and slim) body can be
interpreted as a signal of mental strength and discipline, and therefore have a direct impact on
the hiring likelihood.

Second, risk aversion will most likely play an important part in hiring decisions
(Aigner & Cain 1977). People with poor health have, on average, higher sickness absence,
implying both more use of (less productive) substitute workers, and a larger workload on the
remaining staff. There is also a possibility that the person with ill health will deteriorate
further in health, perhaps to the point where he/she is not fit enough to do the job anymore
and therefore have to resign. In that case, the employer must spend time and energy on a new
(and expensive) recruitment process. Thus, there is less risk involved in hiring someone with
good health status.

Third, a person with bad health could be disadvantaged because of the scarring effects
of unemployment (Birkelund, Heggebg & Rogstad 2016; Eriksson & Rooth 2014; Oberholzer-
Gee 2008). Employers will probably favor people with a seamless employment history, which
is interpreted as a high-productivity signal. In other words, employers could be indifferent to
health status per se, but rather worry about the accumulated amount of non-employment on
the CV. People with ill health are likely to have more disruptions in their employment record,
for two reasons. First, the person with health troubles could have struggled to gain
employment in previous recruitment processes. Second, the poor health status might have
forced him/her to be outside the labor force for a considerable amount of time (e.g. due to
hospitalization).

Fourth, some employers might even act discriminatory against people with health
problems during recruitment processes. The discrimination could be preference-based

(Becker 1971), implying that the employer would actively prefer to hire someone with good
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health. However, statistical discrimination (Phelps 1972) is probably more common: i.e. an
employer believes that poor health is correlated with other undesirable personality
characteristics (e.g. weakness of will), and therefore choses someone with good health
instead. Statistical discrimination and risk aversion have clear similarities (both rely on
productivity assumptions), and these two mechanisms might thus overlap to a high extent.

Fifth and finally, last-in-first-out (LIFO) seniority rules are probably vital when
deciding whom to fire (Von Below & Thoursie 2010; Lindbeck 1994). When redundancies
are made, employers need some kind of ‘guiding principle’ that is considered reasonable and
just among the employees. The length of the employment relationship, an indicator of firm-
specific human capital, is a commonly used principle. Due to the four above-mentioned
mechanisms, people with health problems are disadvantaged in recruitment processes, and
will therefore have less seniority’® on average. This ‘seniority penalty’ is probably the most
important reason why ill health is associated with increased unemployment likelihood during
a crisis. Analysis of data from Germany and the U.K. suggests that this mechanism could be
essential, finding that immigrants (who often struggle to gain employment as well) are more
prone to dismissals than the majority population during economic downturns (Dustmann,
Glitz & Vogel 2010).

Note that employers, most often, can depart from using seniority rules, for instance if a
newly hired employee have unique skills that are essential for the survival of the firm. Hence,
there is some flexibility in the system, and employers could take the opportunity to shred
workers who are considered to be unproductive. This means that people with poor (or
deteriorating) health status — a proxy for productivity — could tend to lose their jobs even
though their seniority levels are high. There is, in fact, qualitative evidence of sickness
absence being used as a criterion during downsizing in a Danish factory (Svalund et al. 2013:
194), indicating that health status could be of importance.

Throughout this discussion, it has been an assumption that health status is a signal that
employers will act upon, but we do not know the extent to which this is true. Evidence from
field experiments show that employers do indeed notice — and act upon — available signals in
CV and application letters. Both unemployment experience (Birkelund, Heggebg & Rogstad
2016; Eriksson & Rooth 2014; Oberholzer-Gee 2008) and a non-native sounding name
(Blommaert, Coenders & Tubergen 2014; Bursell 2014; Carlsson & Rooth 2007) are causally

10 Seniority increases with age (if the employee stays with the same employer), and old age is correlated with ill
health. Thus, it could, to some extent, be challenging to disentangle the ‘protective effects’ of seniority from the
‘damaging effects’ of old age while examining the impact of health on labor market outcomes.
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related to a lower likelihood of positive response from employers. Correspondingly,
(deteriorated) health status will probably have an impact on hiring outcomes as well. In fact,
there is experimental evidence that an obesity signal lowers the call-back probability (Rooth
2009), and bad health is therefore likely to have a negative effect as well.

A second assumption is related to the employer’s ability to properly observe health
status, given that it is illegal to ask about health-related questions!! (and previous sickness
absence) during job interviews in several European countries. Nevertheless, employers can
rely on more imprecise health indicators while interviewing candidates, such as being
obese/underweight, or shortness of breath. In addition, more serious health impairments will
probably manifest itself as résumé gaps, for instance if surgery has caused a person to be
outside the labor force for a considerable while.

It is important to stress that the data materials used throughout this dissertation are not
well suited for distinguishing between these five mechanisms. We are not able to directly
observe the outcomes of hiring or firing decisions (as in a field experiment), and there is no
information on the exact reasons emphasized by the employer. Moreover, we have no way to
measure the degree of ‘credential mismatch’ either: i.e. whether people with ill health have to
accept a position below their qualification level because of difficulties in gaining

employment. We need to remember these limitations while interpreting the results.

2.3.3 Why is unemployment harmful for health?

In this section, attention is turned to why the unemployment experience is harmful for health,
but first we need to answer how unemployment even would be able to. There is some
evidence that a spell of unemployment has an impact on physical health. The unemployed
tends to have elevated levels of C-reactive protein several years after first experiencing
unemployment (Janicki-Deverts et al. 2008). C-reactive protein is found in blood plasma, and
it rises in response to inflammation. In addition, a significant increase in cortisol levels has
been found among long-term unemployed people (Maier et al. 2006). An increased cortisol

level suppresses the immune system, thereby making a person more susceptible to illnesses.

11 This depends to some extent on the specific job applied for. It could, for example, be appropriate to ask about
physical abilities if it is a physically demanding job, e.g. ”Are you able to lift packages weighing 20 kg?”.
However, health-related questions that are not directly relevant for the job tasks are usually not allowed (see e.g.
The Norwegian Working Environment Act, Section 9—3: Obtaining health information on appointment of
employees).
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Lastly, people experiencing lay-off'? have worse health as indicated by biomarkers, for
instance cholesterol, glycosylated hemoglobin, and high-density lipoprotein (Michaud,
Crimmins & Hurd 2016). Yet, to what extent the unemployment experience is the (single)
cause of these physical reactions remains uncertain.

The most important health consequences of unemployment are probably due to mental
rather than physical processes, at least in the short-term. Holding a job provides a number of
positive features — in addition to income — important for health and wellbeing. These are
commonly referred to as the latent functions of work (Paul & Batinic 2010; Jahoda 1982;
Jahoda, Lazarsfeld & Zeisel 1974). Employment provides activity, time structure, social
contacts, collective purpose, and social status, and a loss of job will, in many cases, involve a
loss of these functions as well. For instance, if the person’s identity is very closely connected
to his/her occupation, then a job loss will probably be quite upsetting. Similarly, if a person
has a lot of friends and acquaintances at the previous workplace, but quite few social
connections otherwise, then a job loss could be followed by loneliness. Hence, there is good
reason to expect negative mental health effects of unemployment.

There are three main mechanisms that can explain why an unemployed person
deteriorates in health. Firstly, because of financial hardship (Nordenmark & Strandh 1999:
583). Becoming unemployed will, under normal circumstances, lead to a considerable drop in
income. The unemployed are therefore less able to pay for nutritious meals, and might even
be forced to forego health care expenditure (e.g. medication, visits to the GP) and/or move to
a residence of reduced quality (e.g. more exposure to air pollution). Furthermore, ever-present
worries about the ability to ‘make ends meet” will likely impose a lot of stress on the
unemployed, with unforeseen expenditures able to cause their entire budget to collapse.

Secondly, due to stigma®® and self-blame. Losing your job is a signal that you are not
an important part of the ‘team’, because employers wish to keep on the pay-roll** employees
who are vital for the future survival of the company. The recently unemployed might
therefore blame themselves, and feel embarrassed that they are now currently out of work.

12 people losing their jobs due to business closure do not have worse health as measured by biomarkers, probably
because this unemployment sample is less ‘negatively selected’ on health status and health-relevant
characteristics (see section 2.2.2).

131t is sensible to distinguish between personal stigma on the one hand, and stigmatization on the other
(Baumberg 2016: 183). The former is related to how a person him-/ herself feels about being unemployed,
whereas the latter is the perception that other people will devalue your identity as ‘someone without a job’.
Hence, an unemployed individual could worry about other people’s judgment, while not personally feeling
ashamed about being unemployed.

14 This is obviously different when the entire company/plant is closed, and everyone is made redundant. Feelings
of failure could nonetheless be apparent if these individuals struggle to gain re-employment.
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Correspondingly, previous research has shown that unemployment is associated with feelings
of inferiority, failure and shame (Walker et al. 2013; Rantakeisu, Starrin & Hagquist 1999).
Unemployed individuals could also become increasingly anxious as the unemployment
incidence persists. Not being able to gain re-employment, and the accompanying feeling of
personal rejection in several recruitment processes (Sharone 2013), will probably have a
negative influence on mental health, for instance through lowered self-esteem. This could
trigger a ‘vicious circle’, where the person grows less confident for each rejection, which
again makes it more likely that he/she is rejected in future recruitment processes. Hence, it is
not only on the demand side that unemployment can impose a scar (i.e. employers’ skepticism
about CV gaps); being unemployed can affect the supply side as well.

Thirdly and lastly, health behavior could change negatively among the recently
unemployed. Increased alcohol and cigarette consumption, both of which harmful for health,
could possibly act as a coping mechanism for some people. The unemployed could also be
inclined to overeat, and perhaps eat more unhealthy food (due to drop in income), causing an
increase in body fat. Without the time structure provided by the previously held job, the sleep
patterns of the unemployed could change for the worse as well. It seems reasonable to expect
that the price of the products are relevant for how much the consumption patterns will change
(Asgeirsdattir et al. 2014), especially if an unemployment episode is followed by a large
income decline. Similarly, whether the (health-relevant) activities are time-consuming or not
is probably important (Xu 2013). For instance, binge drinking is quite time-consuming, and
might therefore become more prevalent among the unemployed.

It is, however, difficult to forecast whether the (potential) changes in health behaviors
will result in negative or positive consequences. Accordingly, previous empirical evidence is
mixed on whether health behavior acts as an important mediating factor or not (see Xu 2013:
126-127 for a summary). There could, in fact, be a number of positive aspects associated with
the unemployment experience. While out of work, individuals have more time to exercise and
to prepare healthy meals (if the groceries are affordable). Moreover, consumption of health-
damaging goods, such as alcohol and cigarettes, might decline because the unemployed have
less money to spend. It is also likely that there is considerable heterogeneity according to the
quality of the job previously held (Halvorsen 1998). For example, if the previous job involved
health-damaging work conditions and/or was of a temporary and insecure kind, becoming
unemployed might be followed by an improvement in health.

The potential positive health effects of unemployment (for certain displaced workers)

are probably only relevant in the short term. Long-term unemployment, with accompanying
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financial hardship and feelings of insecurity, is likely to be harmful for health. Furthermore,
the negative aspects (e.g. income drop and feelings of inferiority and shame) of
unemployment probably outweigh the positive ones.

Unfortunately, the available health information is not detailed enough in order to
establish why health (potentially) deteriorates among the recently unemployed. Furthermore,
we are only able to investigate whether health deteriorates in the short-term, due to the panel
structure of the EU-SILC data material where people are followed for a maximum of 4 years.
The more long-term health consequences of unemployment during the economic downturn in
Europe are hence left for future research.

We end this section with a short discussion of a potential gender component in the
health effects of unemployment. Some argue that women are less likely to deteriorate in
health due to job loss than men, for two major reasons (Cohn 1978: 86-87). Firstly, because of
differential socialization, where men are taught that employment is an integral part of
adulthood, whereas women learn that they can live fulfilling lives without being part of the
labor force. This causes men and women — on average — to value employment differently.
Secondly, unemployment hurt women less because of alternative role availability. Women
can enjoy meaningful roles outside the labor market as a wife and mother, but ‘only’ being a
husband and/or father is not satisfying enough for a man. These explanations for gender
differences in health impacts of unemployment seem rather dated, especially given the large
labor force participation among women in most countries in current-day Europe. Furthermore,
men take greater responsibility in both household chores and child rearing now, and the
differences between men and women are therefore less distinct than they used to be. Thus, it

is unlikely that unemployment hurts less for women than for men.
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3. Cross-national differences

Most previous work on the relationship between ill health and employment status is centered
on data from one country (see Garcia-Gémez 2011, Bambra & Eikemo 2009, and Schuring et
al. 2007 for notable exceptions), and the present dissertation contributes to the existing
literature with an explicit cross-national comparative perspective. By examining how the
relationship varies over time and geographical space, we will hopefully be able to expand our
understanding of the association between health and employment status. In this section
attention is turned to (i) institutional settings and (ii) economic conditions, and why we expect
these factors to be important for the health—unemployment relationship.

The overall economic conditions are of special importance given the economic
downturn that hit European countries with diverging strength in the aftermath of the US
housing market collapse 2007/2008. The crisis can be seen as a kind of “natural experiment’
(Reeves et al. 2014) that provides us with an opportunity to study cross-national differences in
the health—unemployment relationship. In addition, we will examine the impact of
institutional settings through a “case study’ of the Scandinavian countries (Denmark, Norway
and Sweden), which is the topic of the subsequent section.

3.1 Institutional settings in Scandinavia

There are a number of institutional settings important for the unemployment—health
relationship, and this thesis will examine two of these in-depth, namely employment
protection and unemployment benefits. The research context is here set to the three
Scandinavian countries: Denmark, Norway and Sweden. The reason for this choice is twofold.
First, these countries are organized in a quite similar fashion, and cross-national heterogeneity
is thus kept to a minimum. All three countries have high tax levels, universal health care
systems (with few payments out-of-pocket), and free or heavily subsidized educational
systems (including higher education). Furthermore, there is an emphasis on egalitarian values
throughout Scandinavia, and income inequality is on a comparatively low level in 2012, with
a Gini coefficient of 0.25 in Denmark and Norway, and 0.27 in Sweden (OECD 2016a). The
compressed wage distribution in Scandinavia is partly due to high prevalence of unionization
and collective bargaining. Social-democratic political parties remained in power for long
periods after the Second World War, and this helps explain why the countries are so similarly

organized.
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Denmark, Norway, and Sweden are quite similar on how the labor market is
structured. The employment rate for 20-64 year olds in 2010-2014 was roughly 79-80 percent
in Norway and Sweden, and 76 percent in Denmark (Eurostat 2016b). The degree of
temporary work in the same age- and time span is approximately 7-8 percent in Denmark and
Norway, but on a higher level — at roughly 14 percent — in Sweden (Eurostat 2016¢) due to
legislative amendments in 2003 and 2007 (Dglvik et al 2015: 69). Share of public sector
employees is similar in 2012: 32.6 in Sweden, 33.6 in Denmark and 35.4 percent in Norway
(Dglvik et al 2015: 63). The industries of the three Scandinavian labor markets are in fact very
similarly structured overall (Nordic statistical yearbook 2014, table 8.2), except for the
somewhat larger service sector in Sweden (15.2 percent) than in Denmark (11.2 percent) and
Norway (11.4 percent). Clearly, the similarities are much more pronounced than the
dissimilarities, which is an obvious strength from a comparative point of view because we are
not comparing ‘apples and bananas’. For example, it would be very challenging to compare
results drawn from countries with varying degrees of ‘shadow economy’.

Nevertheless, there are certain noticeable differences between Denmark, Norway, and
Sweden too, which is the second reason why Scandinavia is well suited as a ‘case study’. We
need some variance in the institutional setting in order to justify the comparative design. The
most apparent difference is related to the Danish “flexicurity’ labor market model, where
employment protection is considerably weaker than in the neighboring countries.
Furthermore, Sweden changed their unemployment benefit regulations in 2007, resulting in
both lower replacement rates and fewer people being eligible for benefits (Lorentzen et al.
2014: 47-48). The main idea is therefore to compare countries that are very similar, except
from certain key differences on institutional settings. Hence, the path chosen here is a variant
of the *most similar systems design’ common within comparative politics, inspired by John
Stuart Mill (1843: 454-455).

3.1.1 “Flexicurity’ and employment protection

The first institutional setting is firmness of the employment protection legislation (EPL).
Labor market deregulation have been implemented in several European countries since the
1990s (Gebel & Giesecke 2016), and weaker employment protection is the perhaps most
common policy instrument. There are two main perspectives on how deregulation will
influence labor market attachment for ‘vulnerable groups’ (Gebel 2010). The integration

perspective emphasizes that deregulation could be positive for “vulnerable groups’ (e.g. the
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young), whereas the segmentation perspective underscores that differences between ‘insiders’
and ‘outsiders’ could become even larger. EPL could, in fact, prove to be very important for
labor market attachment among people with ill health. The reasons why will be spelled out
shortly, but first we need to devote some attention to the so-called “flexicurity’ model, our
point of departure.

The Danish “flexicurity’ labor market model consists of three major parts (Van
Kersbergen & Hemerijck 2012; Heyes 2011). First, job protection is quite low, and it is rather
easy for employers to fire employees. This ensures that firms and companies are able to
effortlessly adjust to economic shocks, and the flexible system is supposed to help the
businesses survive. Second, the unemployment benefits are quite generous, so that employees
are ‘taken good care of” while out of work. This can be seen as a compensatory system: the
average Danish worker has high unemployment likelihood, but he/she will be able to maintain
a good standard of living while unemployed. Third, the use of active labor market policies
(ALMP) is widespread, in an effort to reintegrate the unemployed back into the labor force as
soon as possible. This is reflected by public expenditure on ALMP as a percentage of gross
domestic product (GDP), which is considerably higher in Denmark (1.96) than in Sweden
(1.11) in the year 2011 (OECD 2016b), even though the unemployment rate was similar (7.6
in Denmark and 7.8 in Sweden).

It is very important to stress that there is a noticeable skill component in the Danish
“flexicurity’ model (Jensen 2011). It is primarily among ‘low-skill” workers that employment
protection is weak, and the jobs of traditional ‘white collar’ employees are more strongly
protected. For instance, some employees only have 5-6 days’ notice period, while others have
6 months. The skill component is reflected in the ‘compensatory system’ as well. In a
nutshell, low-skill workers have weak employment protection, but generous unemployment
benefits, while high-skill employees have stronger job protection, and less generous
unemployment benefits. This duality is probably the main reason why Denmark (2.10) does
not differ markedly from Norway (2.23) and Sweden (2.52) in 2013 on the employment
protection index for individual dismissals for permanent workers (OECD 2016c).

From a comparative point of view, it is particularly on the weak employment
protection legislation that Denmark stand out, since the job protection is considerably stronger
in both Norway and Sweden. One could argue that Denmark is different on the use of ALMP
as well, and this is to some extent true. However, the similarities between the Scandinavian
countries are far more pronounced than the differences. For instance, among 30 OECD

countries, it was only the three Scandinavian ones, alongside Poland and Switzerland, who
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spent more on active- than on passive labor market measures in 2011 (OECD 2016b). There
are also some nuances between Denmark, Norway, and Sweden in generosity of
unemployment benefits, to which we return later in this chapter. For now, we consider the
potential effect of employment protection legislation (EPL) for labor market attachment
among people with health problems.

The more flexible hiring and firing regulations lead to a higher worker- and job
turnover rate (Andersen & Svarer 2007; Madsen 2004), and there is thus some resemblance
between the Danish model and the U.S. labor market. In other words, the mobility rates are
quite high overall in Denmark (i.e. employees change jobs rapidly), which means that Danish
workers are involved in more hiring- and firing processes on average than their Norwegian
and Swedish counterparts. If people with ill health are disadvantaged during recruitment
processes and in firing decisions (see section 2.3.2), they could be worse off in Denmark
because of cumulative disadvantages (DiPrete & Eirich 2006; Merton 1968). Cumulative
disadvantage highlights the importance of path dependency where initial inequalities in
certain resources (e.g. health or employment experience) grow over time (Leopold 2016:
258). This process — also known as the Matthew® effect — is probably crucial in the labor
market for people who possess an ‘uncertainty signal’, such as poor health status.

An example might clarify: A person with ill health (hereby H) struggles to gain
employment after graduation, and accumulates some unemployment on the CV. H eventually
get a job, but the firm is struck by an economic shock after a short while, and needs to dismiss
workers. H is fired due to low seniority, and has to search for a new job. H struggles to gain
employment once again, both because of the bad health status and the ‘unemployment scar’.
This “vicious circle’ continues, and H ends up with a rather loose labor market attachment.
Note that, in this stylized example, H’s labor market attachment gets worse, the more hiring
and firing processes he/she is a part of (at least compared to the continuingly employed of
similar age and skill level). This means that H will, ceteris paribus, be more disadvantaged if
he/she lives in Denmark, because the mobility rates are higher there.

Furthermore, the strength of EPL might have an impact on the candidate ranking
during hiring and firing decisions. Aware of the flexible legislation, employers might be more
prone to take the ‘risk’ associated with hiring someone with a health impairment. If he/she
turns out to be a bad match for the company (e.g. has too many sick days, or deteriorates
further in health), the person can simply be sacked, without the employer having to worry

15 ”For unto every one that hath shall be given, and he shall have abundance: but from him that hath not shall be
taken even that which he hath” (Matthew 25:29).
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about any major costs involved in doing so*®. This is especially the case in ‘low-skill” labor
market segments, where both notice period and severance pay is limited. Hence, Danish
employers could be more inclined to give people with bad health an opportunity than their
Norwegian and Swedish counterparts, because the EPL is stronger in the latter two countries.
On the other hand, the presence of weak EPL could perhaps be of minimal importance for
candidate ranking. Employers wish to hire the best possible candidate in each and every
recruitment process, and he/she will therefore try to keep the associated risk factors at a
minimum. Employers tend to go for the safest choice, perhaps implying that people with poor
health are equally disadvantaged in the hiring processes regardless of the country-specific
strength of EPL.

It is therefore difficult, from a theoretical stance, to predict how weak EPL will impact
on hiring decisions for people with ill health. It is considerably less complicated regarding
dismissals. Weak EPL will most likely increase the firing likelihood of people with health
problems, because the poor health status represents a risk factor from the employer’s point of
view. During redundancies, employers wish to keep the most productive employees. People
with a bad (and/or deteriorating) health status will tend to have higher sickness absence, and
could also be less physically fit to do the job at hand. Thus, if firing legislation is flexible
enough, those with poor health will probably be among the first to be let go. Correspondingly,
a recent study of 26 European countries found that stricter EPL was associated with lower
firing likelihood among people with health problems, but only in countries experiencing a less
serious or no economic crisis at all (Reeves et al. 2014). Recall that sickness absence was
used as a criterion in a Danish factory during downsizing (Svalund et al. 2013: 194), further
indicating that health status could be a relevant factor.

In summary, the strength of EPL could matter for labor market outcomes among
people with health problems for three reasons. Firstly, because of higher mobility rates
overall, possibly implying cumulative disadvantages due to participation in more recruitment
processes. Secondly, because of an altered candidate ranking during hiring processes, i.e.
people with ill health are more likely to be hired because the associated risks are lower when
it is easy to fire employees. Thirdly, because of a higher unemployment probability when
employment protection is weak. The impact of employment protection legislation is

scrutinized by asking the following two research questions:

16 Note that probationary period is used as a ‘screening device’ in many occupations, and weak EPL might
therefore be superfluous in many cases (i.e. the unproductive employee can be fired during the probation).
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1. Are hiring- and employment- prospects better for people with health problems in
Denmark, where the employment protection legislation is weaker?
2. Do people with ill health have a higher unemployment likelihood in Denmark,

compared to Norway and Sweden?

3.1.2 Unemployment benefits

The second institutional setting relevant for the unemployment—nhealth relationship is
unemployment benefit generosity. Although it is obvious that the benefit level has an impact,
it is not straightforward how it will have an impact. If the benefit is generous and duration
long, the unemployed could have an incentive to not search (seriously) for a new job (Carling
et al. 1996; Katz & Meyer 1990). This will imply longer unemployment episodes, which
probably will make it harder to re-join the labor force due to the scarring effects of
unemployment (i.e. employers are skeptical about people with large CV gaps). Furthermore,
the longer the unemployment spells, the more human capital depreciation, which also will
lower the probability for re-employment. Hence, an ungenerous benefit level could be a good
idea to ensure that the unemployed return to the labor market as soon as possible.

The story is complicated, however, by the fact that a very meager benefit level could
‘force’ people into accepting jobs that are below their proper skill level, perhaps implying
work conditions of worse quality and lower life-time earnings. A low unemployment benefit
level could cause a mismatch between employers and employees, and hence less efficient use
of the available human capital resources (from a societal point of view). It is also important to
emphasize that rather generous unemployment benefits could help the unemployed in staying
fit and healthy. If the benefit is very meager, on the other hand, unemployed people must
prioritize their spending, and (expensive) medication, GP visits, and healthy groceries could
be sacrificed. Thus, the health status of the unemployed could be affected negatively by an
ungenerous benefit, and it is this latter possibility we discuss in the following.

Financial security is vital for health and wellbeing in general, and might be
particularly important during an unemployment episode. Generosity of unemployment
benefits could therefore prove to be an important ‘tool” while combating health hazards of
unemployment, as indicated by previous research (Rodriguez 2001; Rodriguez, Lasch &
Mead 1997). Important for our purpose, there is some divergence in Scandinavia on this
institutional setting: the net replacement rate is on a considerably lower level in Sweden

compared with the neighboring countries. For instance, a single person without children on
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average wage would in 2014 get 58 (Denmark), 65 (Norway) and 42 (Sweden) percent of
previous income level during the initial phase of unemployment (OCED 2016d). In addition,
Sweden altered its policies in 2007, resulting in considerably fewer individuals being eligible
for benefits (especially pronounced among former students) (Lorentzen et al. 2014: 47-48).

Thus, it might be the case that unemployment is related to more health deterioration in
Sweden than in Denmark and Norway, because the probability of experiencing some level of
financial hardship is higher in Sweden. However, we need to remember that unions and
collective agreements play a more important part in the Swedish institutional setting (Sjéberg
2011: 223-224), and the OECD (2016d) replacement rates might therefore overestimate the
cross-national differences to some extent. In other words, the unions will most likely ‘buffer’
a considerable amount of the income loss experienced by the unemployed through private
unemployment insurance funds. This is worth recalling while interpreting the results, which
hopefully will give us the answer to the third research question of this thesis:

3. Are the negative health effects of unemployment more pronounced in Sweden, where

the unemployment benefits are less generous than in Denmark and Norway?

The three research questions asked thus far focus on employment protection and
unemployment benefits. There are, however, other institutional settings that could be vital as
well, and we briefly comment on some of these in the following. The amount and efficiency
of active labor market policies (ALMP) could affect how fast people with ill health return to
work. In addition, both disability pension utilization and retirement regulations will probably
be of importance. For instance, if the disability pension!’ is more generous than the
unemployment benefit, people with ill health could tend to prefer the former. How easy it is to
opt for (early) retirement, and the associated income level, could also be imperative for labor
market attachment among people with poor health. Sickness absence regulations are probably
especially important for people with poor health status. If the employers have to pay (large
parts of the) salaries when employees are on sick leave, the employers will most likely be
more reluctant to hire (and perhaps more inclined to fire) people with health problems. Other

factors not mentioned here might have an impact as well.

17 See table Al in paper 1 for disability prevalence for people reporting ill health in Denmark, Norway and
Sweden. Swedes with bad health status report ‘disabled’ as economic status to a somewhat lesser extent than
their neighboring counterparts do, which is probably a reflection of the stricter eligibility criteria for disability
benefits introduced in recent years (Hagglund 2013; Lidwall 2013).
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Naturally, it is beyond the scope of this dissertation to examine all of the above-
mentioned factors, and uncertainty remains as to the role they play in the unemployment—
health relationship. However, the Scandinavian countries are quite similar on all these
institutional settings, so they are unlikely to bias the cross-national comparative results much.
In paper 1 and 2, employment protection is center of attention, while unemployment benefit
generosity is scrutinized in paper 3. The cross-national differences in these two institutional

settings are summarized in table 1.

Table 1. Summary of institutional differences in Denmark, Norway and Sweden

Strong employment protection? Generous unemployment benefits?
Denmark No Yes
Norway Yes Yes
Sweden Yes No

Next we widen our ‘comparative gaze’ to Europe, and ask whether (differing)
economic conditions are of significance for the individual-level association between

unemployment and health.

3.2 Economic conditions in Europe

The second major cross-national difference scrutinized in this dissertation is the overall
economic conditions. Some countries have experienced mass unemployment during the
economic crisis, with unemployment rates skyrocketing to roughly 20 percent (e.g. Greece
and Spain). Other countries have been more or less unaffected, and the unemployment rate
stayed very low throughout the investigated time window (e.g. Norway). Bartley (1988: 63)
argues “that a greater understanding of the economic issues of labour supply and demand . . .
IS necessary in order to advance further in understanding the interrelationship between
unemployment and health”. But why should economic conditions matter for the
unemployment—health relationship? There are three major reasons, the first of which being a
potential change in the composition of the unemployment population.

When demand for labor is high, those making up the unemployment population are
probably a selected group on a number of personal characteristics. They will often have low
educational level and bad health status, and they are quite possibly disadvantaged on
unobservable features too (e.g. personality characteristics and cognitive abilities). This
probably changes, however, as the economy takes a turn for the worse. Now, productive and
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high-skill individuals with good qualifications might lose their jobs — and stay unemployed —
as well (e.g. due to downsizing and plant closures). We can expect such ‘high-skill’
unemployed individuals to both have better coping skills and more healthy behavior, implying
that they are less likely to deteriorate in health. Moreover, these “high-skill” unemployed are
less likely to have had physically demanding labor in the past, and health status will thus tend
to be better before joining the unemployment population. In sum, the unemployment—nhealth
relationship will be weaker when labor demand is low due to a changed composition of the
unemployment population.

Secondly, there might be less self-blame and stigma associated with the
unemployment experience when it is more widely shared. It is possible that it is harder to put
up with unemployment when few others are unemployed (Clark & Oswald 1994: 657), and
perhaps it feels more like a personal failure (Turner 1995: 215). This tendency is sometimes
referred to as ‘the social norm of unemployment’ (Clark, Knabe & Rétzel 2010; Clark 2003),
which highlights the importance of contextual factors. The economic conditions have an
impact on whether being unemployed is considered to be a personal or a structural problem.
Being unemployed can be considered as more of a personal failure when the unemployment
rate is low, and ‘everybody else’ holds a job. Hence, if the unemployment experience is
viewed as “a true reflection of the self” (Cohn 1978: 90), the health effects could be more
pronounced.

When the unemployment rate is high, on the other hand, it is natural to blame the
overall state of the economy, and there is thus less associated stigma with unemployment.
Furthermore, since the experience is shared by a large amount of people, unemployment is no
longer a major deviance from the social norm (i.e. employment). People are probably
concerned about their relative standing, and will compare themselves with a reference group
(Merton & Kitt 1950). If the clear majority in the reference group is employed, while he/she is
unemployed, the negative health effects could be large. During a crisis, however, a greater
part of the reference group will also be unemployed, perhaps implying that it is easier to deal
with the experience.

Third and finally, the economic conditions will obviously have an impact on
(perceived) re-employment likelihood, which could be of importance for health and wellbeing
among the unemployed. When demand for labor is low, there will be more applicants for each
available job opening, and employers are therefore free to “pick and choose’ to a higher extent
(Noelke & Beckfield 2014). Due to the increased competition, it is more difficult for the

unemployed to gain re-employment, and unemployment episodes will become longer. This
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could lead to more feelings of hopelessness and despair, and hence to more negative health
effects. The unemployed will most likely pay attention to the state of the economy, and will
thus notice changes in local/regional labor demand. Rise or fall in the unemployment rate is
normally reported in the news, and an unemployed person will certainly notice whether there
are more or less job openings while searching for a new job. The knowledge that the
economic conditions are deteriorating further might cause him/her to become unhappier.

The insecurity related to re-employment likelihood during a crisis could in fact ‘cancel
out’ the potential positive effects of the two other processes mentioned above (compositional
changes and less stigma/self-blame). Unfortunately, it is not possible with the present data
material to directly observe the three processes, and we have to rely on an indirect test,

namely to compare results for countries experiencing differing economic conditions.

Figure 1. Overall national unemployment rate 2005—2014 for Spain, Latvia, Hungary,
Portugal and Norway. Source: Eurostat (2016a).
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Note that this dissertation distinguishes between demand for labor, on the one hand,
and economic conditions on the other. The former refers to the unemployment level in a given
year, while the latter refers to a combination of the level and trend in the unemployment rate.

For instance, demand for labor was quite similar in Latvia (13.6 percent) and Portugal (13.9
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percent) in the year 2012, but the trend in the unemployment rate differs markedly: the
unemployment rate is steadily growing in Portugal, but falling in Latvia in the years 2010—
2013 (see figure 1). This could be important for how people experience being unemployed, as
the situation can be felt as more hopeless when the economy is still deteriorating (and chances
for re-employment seem highly unlikely). In addition, the trend in the unemployment rate
(e.g. how rapidly it increases) is very relevant for whether the composition of the

unemployment population changes during an economic downturn or not.

Table 2. Overall national unemployment rate: example of country classification.

2007: 2011: Average Trend

Pre-crisis year Crisis year 2007 - 2011 2010—2013 2010—2013
Spain 7.0 19.2 Crisis 20.8 Growing
Latvia 5.4 14.6 Crisis 14.1 Falling
Portugal 7.8 11.3 Mild crisis 12.6 Growing
Hungary 6.5 9.9 Mild crisis 9.6 Stable, falling
Norway 1.8 2.4 No crisis 25 Stable
Notes As percentage of active population, age range: 25-74. Source: Eurostat (2016a).

Unemployment trends 2005—2014 in figure 1 above.
See table 1 in paper 4 and table 1 and 2 in paper 5 for more detailed information.

Table 2 summarizes some of these nuances for five European countries (Spain, Latvia,
Portugal, Hungary, and Norway). Spain (7.0) and Hungary (6.5) had quite similar
unemployment rate in 2007, but the impact of the economic downturn was considerably more
severe in Spain. The average unemployment rate 2010—2013 (20.8 percent) was almost three
times as high as the level in 2007. Moreover, the unemployment rate was gradually growing
throughout these years. Hungary, on the other hand, experienced a milder crisis, although
there was a noticeable increase here as well (of approximately 3.5 percentage points). The
above-mentioned countries of Latvia and Portugal exemplify differing trajectories during the
economic crisis (see figure 1). The immediate impact was very strong in Latvia, where the
unemployment rate almost tripled from 2007 to 2009. In contrast, Portugal experienced much
weaker growth in the unemployment rate in the first years, but the level continued to increase
in the 2010—2013 period. In the same years, Latvia witnessed decreasing levels of

unemployment, a clear sign of improvement in the economic conditions. Lastly, some
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countries — such as Norway — was barely affected by the crisis at all, and the unemployment
rate remained at a low level.

Differential demand for labor in Scandinavia and Europe is an important topic for all five
empirical papers, but economic conditions are primarily examined in paper 4 and 5. In these
two studies, information is used for all available European countries (N=28, 25), in order to
have as much variation in unemployment level and trend as possible. Correspondingly, the
two last — and interrelated — research questions concerns the economic conditions in Europe.
We examine how this affects the individual-level relationship between unemployment and
health through the following questions:

4. Does the composition of the unemployment population change for the healthier in

countries where the overall unemployment rate increases (rapidly) to a high level?

5. Are the negative health effects of unemployment less pronounced in countries in

which the unemployment experience is more widely shared?

Before the five overarching research questions can be examined, we have to take a closer

look at the data material and analysis techniques used in the empirical papers.
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4. Data and method

This chapter starts with a description of the data material (EU-SILC) and key variables (health
and unemployment). Afterwards, the analysis techniques are described, with an emphasis on
individual level fixed effects models (FE) and propensity score matching (PSM). The chapter

is ended by a discussion of causal inference.

4.1 EU-SILC data material

The European Union Statistics on Income and Living Conditions (EU-SILC) is used in all
five empirical papers. The aim of EU-SILC is to collect comparable cross-sectional and
longitudinal micro-data on a wide range of areas, such as poverty and social exclusion
(Eurostat 2016d). The EU-SILC sampling unit varies between dwellings (e.g. Spain),
households (e.g. Belgium), and individuals (e.g. the Netherlands) (Eurostat 2016e). Similarly,
the mode of data collection varies between paper-assisted personal (e.g. Hungary), computer-
assisted personal (e.g. U.K.), computer-assisted telephone (e.g. Switzerland), and self-
administered interview (Germany), or a combination (e.g. Latvia). In addition, some
information is retrieved from official registers. However, the data material is harmonized for
comparative purpose, and is therefore well suited for the present dissertation.

Unfortunately, there is no overall information on unit non-response'® and attrition
available in EU-SILC, but evidence from the Norwegian part indicates that old age and low
education is related to both (Wilhelmsen 2012). Hence, it is highly likely that “vulnerable
groups’ are somewhat underrepresented in the EU-SILC, which could have an impact on the
empirical studies. For instance, people who are hospitalized could be difficult to reach,
implying that the samples will be positively selected on health characteristics. People with
extremely bad health status are, in most cases, unable to participate in the labor force, and the
exclusion of these individuals will therefore probably not bias the results much. Nonetheless,
it is important to acknowledge that the EU-SILC samples could be positively selected on
characteristics such as educational level, age and health status.

The 2007 and 2011 cross-sections are used in one of the empirical studies, where the
health—unemployment relationship is investigated in 28 countries before and during the
economic crisis. In the remaining four papers, the EU-SILC panel is utilized. The longitudinal

18 The unit non-response rate in the EU-SILC 2007 cross sectional data varies from 8 (Cyprus) to 42 (Denmark)
percent, but is typically (in 11/20 countries) around 15-20 percent (Verma, Betti & Gagliardi 2010: 27-29). The
mean overall for the 20 countries included in the report is 22 percent.

32



nature of the data is an obvious strength because we are able to follow the same individuals
over time. Hence, we can see whether people who lose their jobs deteriorate in health
afterwards, or whether people with (emerging) health problems are more likely to become
unemployed. It is also possible to specify individual level fixed effects models (FE), which is
an advantage from a causal inference point of view (more below). There are, however, two
major challenges with the EU-SILC panel data. First, the panel is quite short due to the four-
year rotary structure, and the maximum number of observations per individual is therefore
four. Second, the panel is unbalanced, which means that not everyone is followed for all four
years. This is due to the rotational panel structure, where a new sample of households/persons
is introduced each year to replace roughly a quarter of the existing panel (Verma, Betti &
Gagliardi 2010: 15), meaning that people are followed for different lengths (i.e. 2, 3 or 4
years). These two shortcomings imply that there is quite little ‘room” for within-individual
change over time in the variables of interest.

Since the panel data is both short and unbalanced, it might be better to use repeated
cross-sections, where attrition is less of a problem and the number of observations is higher.
However, it is not possible to localize — and statistically adjust for — the individuals who
contribute with several observations, which probably will cause quite severe bias. Some
persons might switch jobs or get fired very often, and hence answer the same several surveys
in a row. We would obviously not be able to follow people over time either (e.g. to examine
health trajectories and employment histories).

The unemployment—health relationship is influenced by a large number of factors,
both on the individual (e.g. educational qualifications), regional (e.g. local labor market
demand) and national (e.g. health care system) level. This means that the association between
health and employment status almost certainly will vary greatly across (some of) the included
European countries. The prevalence of higher educational qualifications is, for instance, much
higher in Germany (ca. 35 percent) than in Portugal (ca. 10 percent) according to EU-SILC
2011 cross-sectional data. Another example is the comprehensiveness and generosity of
unemployment benefits. If the benefit level is very ‘meager’ in some European countries, the
unemployed are more likely to experience financial hardship (which potentially affect health
and wellbeing). Because of this vast cross-national heterogeneity, all of the analyses in the
five empirical papers are performed separately for each country.

In paper 4 and 5, all available countries in EU-SILC are included in the analyses,
yielding 28 and 25 number of ‘country-level’ observations, respectively. This opens up the

possibility to run multilevel regression models. Monte Carlo simulations suggest that 25
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countries is required, at the very minimum, in order to retrieve reliable and precise country-
level estimates in linear multilevel regression models (Bryan & Jenkins 2016: 19). The
number of countries included in paper 4 and 5 is therefore large enough, as long as the
estimated model is rather simple (i.e. with few country-level predictors). However, multilevel
models are not preferable because (i) paper 4 examines compositional changes within each
included country, and (ii) paper 5 uses statistical techniques (FE and PSM) that are difficult to
integrate in a multilevel framework. In paper 5, we rather use a two-step procedure, where
treatment effects for each country are plotted against the country-level variable of interest (the
overall unemployment rate). Hence, we rely on a graphical representation of the country-
level variance, instead of a more formal statistical hypothesis test (Bowers & Drake 2005). To
use this visual technique allows for a richer and more accurate description of the cross-
national variation than a simple country-level coefficient derived from a multilevel regression
model (which potentially could hide important patterns in the data).

We end this section with a note on ethical considerations. The EU-SILC data material
are in secondary and anonymized format, ensuring that confidentiality and identification
issues are dealt with appropriately. The research project named “Health Inequalities,
Economic Crisis and the Welfare State” (HIECWS) applied for access to the EU-SILC
microdata, and access were granted after we documented that the data would be stored
correctly and securely. The data have been kept on a local (and locked) part of the internal
server at the host institution (Oslo and Akershus University College), and only members of

the HIECWS research project can enter this part of the server, safeguarding against misusage.

4.2 Key variables

Health and employment status are the most important variables!® used in this dissertation.
Three employment status variables are utilized, namely hiring, employment, and
unemployment. Only the latter will be discussed here, since our main interest is in the
health—unemployment relationship (see paper 1 for operationalization of hiring and

employment). We start, however, with a discussion of health status.

19 A number of covariates (e.g. educational level, age, marital status, gender) is also included in the analyses, see
the empirical papers for operationalization. Quite parsimonious models are preferred throughout in order to
avoid the problem of “bad controls” (Angrist & Pischke 2009: 64).
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4.2.1 Health status

The World Health Organization (WHO) defines health in the following manner: “Health is a
state of complete physical, mental and social well-being and not merely the absence of disease
or infirmity.” Hence, the WHO formulation is not simply a negative definition of health (e.g.
lack of health problems), but rather includes a wide range of domains important for the
wellbeing of individuals. Huber et al. (2011) finds the WHO definition inadequate, partly
because of population aging and recent changes in illness patterns (e.g. higher prevalence of
chronic diseases), and the authors propose a formulation of health as “the ability to adapt and
to self-manage”. Regardless of the specific definition used, health remains a fundamental
human right, and is recognized as such in the Universal Declaration of Human Rights from
1948. The importance of health is indisputable, as exemplified by the large number of people
stating “my health” when asked what is most important for them (e.g. see figure 1.6 in OECD
2015, and table 2 in Benjamin et al. 2014).

It is commonplace to distinguish between disease, illness and sickness in health
research (Hofmann 2002; Twaddle 1994). Disease refers to physiological malfunctions
resulting in deteriorated health status and/or reduced life expectancy. Disease is therefore an
organic and objective phenomenon ‘independent’ of the subjective experience of the
symptoms. IlIness incorporates the subjective side, and consists of feelings of pain and
weakness, and perceptions of overall bodily functioning. Thus, it is possible that a person
experience illness to a large extent without it corresponding to a disease as discovered and
diagnosed by a physician/ GP. Sickness — the third and last concept — is located on the societal
level, and asks whether other people recognize the specific health problem as a serious
medical condition or not. This could, for instance, give the person a legitimate reason to be
economically inactive, as in the ‘sick role’ identified by Talcott Parsons (1951). The current
thesis relies on individual-level and self-reported health data, which are clearly most
compatible with the illness concept.

There are two available health measures in EU-SILC, both of which utilized in the
empirical papers. First, limiting longstanding illness (LLSI), computed from two questions: (i)
“Suffer from any chronic (longstanding) illness or condition?” and (ii) “Limitations in
activities people usually do because of health problems for at least the last six months?”
Respondents answering yes on both are coded 1 (else=0). Second, people are asked about
their self-rated general health status (SRH), with the following answer categories: ‘very

good’, ‘good’, “fair’, “bad” and ‘very bad’. Two versions of SRH is used: one continuous
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(coded 0-4), and one dichotomous differentiating between those with “very bad’, ‘bad’ and
‘fair’ health on the one hand, and ‘good’ and “very good’ on the other hand. Those with “fair’
health are included in the “bad health” category for two reasons. First, due to a very low
number of individuals stating health to be bad and very bad in certain countries (e.g. roughly
5 percent in Sweden), problems with low statistical power arise. Second, people reporting fair
health status could be disadvantaged on the labor market as well.

The two health measures tend to correlate quite high, as indicated by the EU-SILC
cross-section 2011. In this dataset, the correlation between SRH (continuous) and LLSI
(dichotomous) is 0.62 for all 31 included countries pooled, varying between 0.49
(Switzerland) and 0.74 (Greece). However, the correlation is far from perfect, indicating that
they measure somewhat differing aspects of health. LLSI should capture quite serious
illnesses and health impairments of a rather long-term kind, implying that ‘mild” and
temporary conditions are left out (e.g. brief moments of back/neck-pain). Self-rated health, on
the other hand, will mainly reflect respondents’ self-perceived fitness and psychosocial
wellbeing (Blaxter 2005: 53-54), and more short-lived pains and illnesses could be crucial.

There is, according to Fayers & Sprangers (2002: 187), widespread agreement that the
global SRH measure provides a useful summary of health status perception. However, the
SRH measure is badly ‘framed’, for two reasons. First, it does not specify what is meant by
‘health’, and there is thus ample room for interpretation (e.g. specific health issues, health
behavior, level of pain, etc.). Second, the measure is not explicit regarding the reference
group. Some will compare themselves with other people of the same age, while others will
use themselves in the past for comparison (Fayers & Sprangers 2002: 188). The LLSI
measure can therefore be considered as more precise than SRH, as the latter is relative in
essence. For instance, an old man with quite bad health status could report “very good’ health,
because everyone of his own age is in worse shape.

Moreover, the time aspect is essential. The LLSI measure is unlikely to change much
in the short-term, while SRH could be more prone to change, for instance due to (mental)
stress surrounding the unemployment incidence. The SRH measure could in fact be too
sensitive, and people having a bad day (e.g. due to a fight with a partner/loved one) could rate
their health to be poorer than it actually is. The opposite is of course also possible, for
instance people stating that their health is better because they are in a very good mood.
However, this will not create systematic error in the survey data as long as these events occur
randomly throughout the data collection process. Another important aspect is related to how

easy/difficult it is for an employer to observe the health status of the (potential) employee (see
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section 2.3.2). A limiting longstanding illness is, compared with bad/fair health, probably
more easily observable for the employer, and the associations between health and hiring/firing
probabilities should hence be most pronounced for the LLSI measure (given that health status
plays a part in these processes).

There is also a distinction between the two measures from a comparative point of
view: The cross-national differences are considerably larger for SRH than for LLSI. For
instance, the prevalence of bad/fair health ranges from 17.91 (Switzerland) to 62.34
(Lithuania), while the corresponding range is 11.52—33.70 (Luxembourg and Estonia,
respectively) for LLSI in the 2011 EU-SILC cross-section. Hence, when the aim is to
compare results between countries, the LLSI measure could be considered as a more
appropriate choice. Lastly, it would obviously be desira