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The main objective of this thesis is to observe the impact of economic crisis on 

job satisfaction. It considers the impacts of the European Sovereign Debt Crisis on job 

satisfaction, as they are captured by the GDP growth, changes in unemployment and inflation 

rate, in four countries: Sweden, Denmark, Greece and Spain. Using data from the European 

Social Survey (ESS) for years 2002 to 2012 and applying them into the ordered probit model 

with fixed effects, it investigates the impact of economic crisis on job satisfaction. It uses two 

dependent variables of categorical form (happiness and life satisfaction) and looks into 

changes in the three economic indicators that are directly influenced by the crisis. We find 

that the ongoing economic crisis in Greece and Spain produces several impacts on 

population's job satisfaction, whereas Sweden and Denmark are not affected. The basic 

argument is that the crisis will affect less the levels of reported job satisfaction in the nations 

that are more willing to protect the unemployed people. Results imply that right after the start 

of the crisis, GDP and changes in unemployment rate affect negatively job satisfaction. The 

change though in inflation rate did not find to have an important impact on job satisfaction. 

Consistent with these, the present thesis reveals that the impacts of the ongoing crisis on job 

satisfaction is not uniform, as evident by the different pattern of outcomes coming to the 

spotlight for the job satisfaction. 
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1. Introduction 

 

Over the last few decades, economists are trying to identify the reasons that 

make an individual truly satisfied with their jobs overall. During this procedure, they 

controvert that job satisfaction cannot be studied because its reports can steadily change. 

These changes can give biased results. Job satisfaction is subject to working conditions 

(Hermalin and Isen, 2000), self-confidence (Benabou and Tirole, 2000), cultural differences 

(Blanchflower and Oswald, 2000), year and country specific effects. Reversely, Di Tella et al. 

(2001) and Layard (2011) state that job satisfaction can be measured. They support that there 

are various factors systematically associated with job satisfaction
1
. In addition to this, Dolan, 

Peasgood and White (2002) suggest the most usual factors to be associated with job 

satisfaction are personal characteristics and economic factors. But due to the unpredicted 

nature of employee's job satisfaction we should be very careful on how to present and analyze 

the outcomes before coming to a final conclusion. 

In contrast to other social sciences, the use of subjective well-being to measure 

utility has been new in economics. The literature in subjective well-being starts from 

Easterlin (1974). He identifies that the levels of reported subjective well-being are not 

increasing as a country develops. In traditional economic theory, utility is measured by 

individual’s choices and preferences that were taken under rational assumptions (Frank, 

2002). This implies that utility is measured in terms of consumption. An individual is 

expected to choose rational between different goods in order to find the optimal choice that 

will maximize their own levels of utility.  

The existing literature suggests that job satisfaction is also correlated to 

inflation and unemployment rates, measures connected to utility. Graham and Pettinato 

(2002) indicate that changes in unemployment and inflation rates have a negative impact on 

job satisfaction.
2
 Several of other studies (Dolan et al., 2007; Di Tella at al., 2001), support 

this. 

It seems difficult to define the reasons that make an employee job satisfied. 

                                                 
1  Plenty studies have discussed these conflict views (Dolan, Peasgood and White, 2007; Easterlin, 2003; Frey 

and Stutter, 2002; Layard, 2011). 

2  Graham and Pettinato (2002) used population samples from Latin America and Russia in order to support 

this relationship. 
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Nevertheless, new findings are coming to the spotlight. The theories that job satisfaction is 

mainly influenced by money related variables do not exist when the levels of reported job 

satisfaction across countries are compared. In this context, the empirical studies from Frey 

and Stutzer (2002) differentiate the factors related to understanding subjective well-being into 

three wide categories: “personality factors, economic factors and political factors.” Since job 

satisfaction is examined on this thesis, its contribution to the existing literature is the 

investigation of the economic crisis, as a probably new “factor” negatively correlated with 

job satisfaction.  

The thesis examines the ongoing European Sovereign debt crisis. The 

European Sovereign debt crisis has a dramatic impact on the four European countries of the 

sample. However, the crisis does not affect all the countries in the same way.
3
 It seems that 

Greece and Spain experience dramatic consequences. The impact of the crisis will be 

observed by examining the impacts of changes in GDP, unemployment and inflation rates. 

The main research question is the following:  

 

“Does the ongoing economic crisis, as it can be observed in the excessive changes of 

economic indicators, have a negative impact on the reported levels of job satisfaction?”  

 

Economic research on job satisfaction is limited. The basic obstacle is that 

long term data on job satisfaction are not available for most of the countries worldwide across 

years. This, however, does not appeal in Europe. In Europe surveys were conducted under the 

supervision of European Commission resulting into the creation of a database, which can be 

found in the European Social Survey Data (ESS) website. This dataset contains information 

for the time-period 2002-2012 and allows us to explore the impacts of the current affairs. The 

ESS dataset made this thesis feasible.  

There is an empirical evidence on what levels the crisis have influenced 

individuals’ job satisfaction. It is suggested that the high inflation and unemployment rates 

and lower GDP growth in the four European countries indicate a negative impact of the crisis 

on job satisfaction. High unemployment and inflation rates and understanding job satisfaction 

reports change to the opposite directions (Di Tella et al., 2001). 

                                                 
3  It seems that southern European countries Greece and Spain faced larger consequences (Eurofound, 2012). 
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This thesis looks into the specific factors correlated with job satisfaction. Its 

main objective is to observe the impact of the economic crisis on job satisfaction, by focusing 

on the economic indicators. The examined economic indicators have a general impact in the 

real economy as policy makers commonly apprehend.
4
 European strategy for 2020, set goals 

in economic terms, employment standards and working conditions.
5
 Exploring the ways the 

crisis affects job satisfaction are significant because the ongoing economic crisis is a 

threatening contextual condition affecting employee’s job satisfaction (Markovitz et al, 

2013). The differences in the levels of self-reported happiness and life satisfaction show that 

the real economic indicators can merely reflect welfare.  

The important work-related behavior this study is focusing on is job 

satisfaction, which shows how content employees are with their job. The ongoing European 

Sovereign debt crisis tends to affect the levels of wages and threat job security. Markovitz et 

al. (2013) propose that job satisfaction will be negatively affected as a result of the ongoing 

economic crisis. During an economic crisis, employment conditions are severely hit, resulting 

in less positive and more negative job conditions at work, which are consequently negatively 

evaluated. Even if employment becomes ever more essential, and employees are more 

prepared to accept a poorer employment status and working conditions in return of 

safeguarding current employment and job positions, the general frustration experienced 

should have a negative impact towards their general job satisfaction. 

 This study focuses on three economic vectors related to job satisfaction, GDP 

growth, inflation rates and unemployment rates. It examines whether or not their changes 

have a negative impact on job satisfaction. It is supported that in periods of economic crisis 

GDP and GDP growth is notably lower. European Commission (2011) reports that GDP 

growth in 2009 and 2010 was 50% lower in total in all the European countries.  

In this light, the hypothesis concerning the impact of the crisis on human 

behavior and labor market is formulated:  

 

                                                 
4  The differences in the levels of reported job satisfaction scores prove that the economic indicators do not 

totally reflect welfare, (Stutzer and Frey, 2010). 

5   These policy makers state that the economic indicators have an impact on social aspects of life. European 

Commission (2009) published an article focusing on the social progress of the countries: “GDP and Beyond- 

Measuring progress in a changing World”. 
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Hypothesis: During the crisis employees are less satisfied with their job overall, than in pre-

crisis times and compared to the employees not experiencing a crisis. 

 

This present thesis is organized as follows. Section 2 provides the literature 

review of the three economic factors related to job satisfaction. It shows how the European 

Sovereign debt crisis has influenced these factors. Section 3 provides the description of the 

methodology. It describes the model being used in this study in order to explain what 

happened to the four studied European countries mainly during the ongoing crisis. In addition 

to the methodology, the data with references to all the variables and indicators are provided. 

Section 4 presents the results, supported by tables and figures. Finally, section 5 provides a 

discussion of the purpose of the thesis and the findings, as well as the limitations, which were 

considered, are addressed.  
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2. Literature Review 
 

 

2.1) Defining and Measuring Job Satisfaction 

 

During the last decades, economists have started to measure utility in terms of 

job satisfaction. Previously, utility was measured by the decisions an individual made. As 

Varian (2006) mentions, the utility function consists of an individual's preferences and their 

decisions that lead to these preferences. Thus, it can be assumed that the individual 

maximizes their utility when they choose the “best” option for them among other alternative 

options.  

This present study is related to happiness research in economics. This implies 

that the job satisfaction is part of the happiness research, so it is measured with happiness. 

There is the neoclassical economic theory which correlates happiness to income by assuming 

that the higher the income is the more happy people will be. However, there is a rather 

restrictive assumption; people are completely informed for the options and act rational when 

take a decision. In real life, though, the decisions an individual takes are not made with 

rationality, since emotions are also involved (Simon, 1978; Conlisk, 1996).  

The happiness research in economics brings new evidence towards the 

measures of utility. Economists mainly focus on the reported levels of subjective well-being 

rather than on the preferences or the choices individuals make (Dolan and White, 2007). The 

primary argument is that the levels of reported subjective well-being do not directly reflect 

the reality neither the actual utility. Di Tella and MacCulloch (2003) observe a method which 

examines the levels of reported subjective well-being. They investigate whether or not these 

levels are correlated with other measures connected to utility such as unemployment and 

inflation. Other studies mention that individuals cannot state how satisfied or happy they are 

since they are not completely aware of their actual conditions (Veenhoven, 2008). It is 

admitted that self-reported levels of job satisfaction reflect utility (Rabin 1998). Despite some 

concerns, it turned out to serve their primary purposes. 

Easterlin (1974) suggests that the average levels of reported happiness do not 

increase as the country develops. Wealthier people tend to be happier, but the same does not 

exist when measuring it for different countries and across time. This is a paradox creating 

questions on how money related indicators are not followed by higher levels of reported 
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subjective well-being. When the differences in relative income are considered, wealthier 

people report higher scores of happiness compared to the poorer people. Individuals tend to 

estimate their income in correlation to society's level of income (Easterlin, 1974). Clark 

(2003) interprets that happiness reduces with unemployment rate. When unemployment rate 

is higher, this reduction is lower. It seems that the level of unemployment plays a major role 

in evaluating someone's situation. Clark's example maintains the idea that an individual 

values higher their employment status when unemployment rate is high. But someone should 

be rather cautious when investigating the differences in happiness and what causes them. So, 

this thesis will investigate the various factors affecting it in relative terms and not absolute.  

People tend to exaggerate in terms of subjective well-being (Bertrand and 

Mullainathan, 2001). This exaggeration is a source of potentially biased outcomes on the 

levels of self-reported subjective well-being. Exaggeration though cannot be identified 

neither captured in the regression leading to a typical case of unobserved (Di Tella and 

MacCulloch, 2006).  

The self-report job satisfaction cannot be a comparable measure mainly due to 

cultural differences. Hence, it is assumed that the answers, to the question of what is job 

satisfaction perceived as, are homogeneous. Based on Di Tella and MacCulloch (2006) this 

problem can be prevailed by examining for a large sample of the population. When the 

comparison is focused on a large sample of the population, then the probability of having 

systematic differences decreases. But people tend to redefine job satisfaction across time and 

especially when changes in their income occur.  

The way that people react to different conditions and estimate their job 

satisfaction depends on how these conditions change over time. The reported subjective well-

being is strongly related to income increases (Di Tella et al., 2003). With the assumption that 

the basic needs are covered, higher income brings higher ambitions. On the other hand, 

unemployed people always tend to redefine their happiness and life satisfaction (Lucas et al., 

2005). 

Subjective well-being can be determined as satisfaction with life overall. It is 

the degree to which an individual judges the overall quality of their own life-as-a-whole 

favorably. Job satisfaction is also correlated to happiness (Veenhoven, 2009). In Veenhoven's 

(2009) research, there is a description in the “affective” and “cognitive” aspects of happiness. 

The first aspect addresses how an individual feels in their life and the second one on how the 
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life should be. Hence, the hedonic level of the impacts reflects the individuals' feelings 

correlated to their life. Satisfaction, on the other hand, deals with the appreciation someone 

has for their life compared to society. Consequently it is more contingent to create variations 

across countries and time since it is affected by living standards and time-period effects.  

This study measures job satisfaction through the levels of self-reported life 

satisfaction and happiness. ESS measures these two variables by using questions with single 

or multiple items. For instance, happiness was captured by asking the question “How happy 

are you?” (ESS, 2002-2012) and life satisfaction was measured by asking the question “All 

things considered, how satisfied are you with your life as a whole nowadays?” (ESS, 2002-

2012). Despite that ten-point scale was used in each case to measure life satisfaction and 

happiness, this study focuses on the four categories only: “Very satisfied/happy”, “Fairly 

satisfied/happy”, “Not very satisfied/happy” and “Not at all satisfied/happy”.  

 

2.2) Factors correlated with job satisfaction 

 

There are three general types of features associated with understanding life 

satisfaction (Frey and Stutzer, 2002). These categories respectively include personal 

characteristics, economic factors and political factors (Frey and Stutzer, 2002). However, this 

study will not include the political factors.  

The last category is related to the political conditions, such as social hierarchy and 

differences in prestige, within a country. They differ from the level of freedom and democracy 

(Dorn et al., 2005) to the level to which people trust government and institutions (Veenhoven, 

2000), to the level people trust each other (Helliwell, 2003). People report more satisfied with 

their life overall in less hierarchical societies (Brule and Veenhoven, 2012). Factors related to 

wider political conditions of a country are included in all the ESS data6. This is the fundamental 

reason why this category will be not considered as a separate variable in this study.  

The impact of economic factors on job satisfaction are cited in this section. 

The crisis will also be presented in the coming subsection. 

 

                                                 
6
  It is also indicated in the survey that job satisfaction, life satisfaction and happiness mutually reinforce each 

other. 
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Personal Characteristics 
 

Previous research states that women are happier than men (Dolan et al. 2008; 

Huppert 2009) while other research indicates that gender has no strong correlation with job 

satisfaction (Louis and Zhao, 2002). Age is also correlated with job satisfaction. Age has a U-

shaped impact on job satisfaction. Job satisfaction increases linearly with age. Older 

employees report satisfied with their jobs than younger employees (Blanchflower and 

Oswald, 2008; Clark and Oswald 1994). However, some other empirical studies did not find 

any connection between age and job satisfaction (Wunder at al., 2009). 

Furthermore, individual's marital status interprets a variation in reported levels 

of job satisfaction. Married people often report higher levels of job satisfaction (Diener et al., 

2000) compared to divorced or widowed people (Mastekaasa, 1993). Personal relationships 

also seem to have a tremendous influence on the levels of reported happiness and life 

satisfaction. These relationships include friendship and family relationships (Pichler, 2006). 

Few studies report a positive correlation between job satisfaction and friendship and/or 

family relationships (Pichler, 2006; Csikszentmihalyi and Hunter 2003).  

There is also a positive correlation between the education and job satisfaction 

(Blanchflower and Oswald, 2004) however, this positive impact is only captured in income 

levels (Ferrer-i-Carbonell, 2005). Therefore, higher educational level means better 

employment status and higher income levels, which can explain the increased reported levels 

of job satisfaction. 

Further factors belonging to personal characteristics seem also to influence job 

satisfaction. But this thesis is going to investigate the relationship of the economic factors 

related to happiness and life satisfaction. We will also present where the empirical evidence 

has reached so far. Factors related to economic variables, such as output (GDP growth), 

unemployment and inflation rates will be presented in the following subsection.  

 

Economic Factors 
 

The most usual economic indicator is income. People with better economic 

situation seem to be more satisfied with their job than people with bad economic situation. 

But subjective well-being does not rise when a country develops (Easterlin, 1974). Easterlin’s 

paradox is a significant reason why income has now become a primary economic factor 
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affecting job satisfaction. The role of income in the happiness research seems difficult to 

interpret (Diener et al. 2002) but it can be subject to reverse causality (Diener et al. 2002; 

Marks and Flemming, 1999; Schyns, 2001). 

Individuals tend to compare their income with others’ income or with society's 

wealth (Dorn et al 2007; Ferrer-i-Carbonell, 2005). These comparisons help people to 

appreciate more their own economic situation. Given that individual’s job satisfaction is 

affected by relative income, then country differences in self-report measures of subjective-

wellbeing can be explained. Country level comparisons are not easy since relative income 

between developed and developing economies is not the same. The working and living standards 

largely differ across countries.  

It seems that evaluating the impact of income on the subjective well-being is 

far more complex. Income aspirations also have an impact on subjective well-being. Having 

high income ambitions reduces the levels of reported job satisfaction. This idea exists for 

high income levels only where income ambitions are also high (Frey and Stutzer, 2002). In 

times of recession, such aspirations do not exist since most of the individuals are 

experiencing income loss due to the general recession.  

There are several findings demonstrating the impact of unemployment on job 

satisfaction, which are contradicts to the findings for income.  Unemployed people 

experience psychological distress and low levels of job satisfaction (Veenhoven, 1989), since 

they are less happy and satisfied with their life overall (Clark and Oswald, 1994). In this 

context, people with lower educational status are more influenced by the crisis than others 

(Clark and Oswald, 1994; Clark, 2003). The impacts of unemployment are not equally 

distributed across countries. The differences across countries can be attributed to the different 

social environment and especially to what is perceived as socially accepted (Clark, 2003). 

Some societies might be more reluctant to protect unemployed people than others. Hence, 

people who are living in the first societies will report lower levels of happiness than people 

living in a less reluctant society (Clark 2003; Frey and Stuzer 2002; Layard 2005; Warr 

2007).  

The economic performance of the countries can be evaluated by their Gross 

Domestic Product (GDP). GDP reflects the economic situation of a country. However, is GDP 

a good economic indicator to show the impact of economic crisis on job satisfaction?
7
  

                                                 
7
 Stuckler et al. (2009) argues that it is not, while Reinhart and Reinhart (2010) find how good measure it is. 
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Irrespective of bailout costs and swelling government deficits and debts, the most basic 

measure of the severity of a crisis is its impact on the standard of living. Since the standard of 

living is a multi-faceted concept, we will start with examining the record of per capita GDP in 

and following the crisis. This study uses aggregated data of Sweden, Denmark, Greece and 

Spain on reported levels of life satisfaction and happiness. Personal characteristics and 

country specific effects are controlled. Therefore it is required to find a negative impact of 

GDP on the levels of job satisfaction. 

Inflation is another economic indicator related to job satisfaction. The positive 

relationship between inflation and job satisfaction is captured when controlling for country 

specific effects
8
 (Di Tella et al., 2001; Graham and Pettinato, 2001). The combination of 

inflation and unemployment affect the subjective well-being (Di Tella et al., 2001). The 

concurrent existence of unemployment and inflation are expected to reveal that 

unemployment has a more negative impact on job satisfaction than inflation does (Di Tella et 

al., 2001; Di Tella et al., 2003; Wolfers, 2003). 

2.3) Economic crisis and job satisfaction 
 

This subsection is consistent with the literature. It presents the background of 

the European Sovereign debt crisis and explains how the ongoing crisis influences the four 

countries. Additionally, it shows in what ways the working standards are affected when the 

countries are experiencing economic shocks.  

The four studied countries across years have faced repeated circles of crisis, 

which are captured by their GDP growth (Reinhart and Rogoff, 2010)
9
. When the magnitude 

of the crisis must be evaluated, then one should focus on the living conditions (Reinhart and 

Reinhart, 2010). The ongoing economic crisis is not apprehended by debt or deficits. It 

includes the changes in life standards due to an increase in unemployment and inflation rates 

or loss of income
10

. 

                                                 
8
 The country specific effects are measured, captured and expressed by the GDP and GDP growth and are 

different for each country. The time specific effect, which is the same for every country, is the ongoing 

crisis. 

9 They provide an inclusive review of the ongoing global economic crisis. 

10
 Economic crisis lead to a decrease in job satisfaction (Graham and Felton, 2006); recessions and economic 

inequalities not only influence job satisfaction but have a negative impact on subjective well-being.  
 



 

14 

 

Europe is facing its most severe economic crisis, which affected all the 

European nations. The countries do not feel the impacts at the same level. The level that a 

country will feel the impact mostly depend on the general, prior to the crisis, economic 

situation of the country, such as public debts. In most of the countries, the impacts were tried 

to be alleviated by applying austerity meters and eliminating several subsidies. These 

together with the vast loans from the European Central Bank have a tremendous impact on 

the real economy. The impact can be noticed in employment rates, labor market and the 

country’s potential and/or actual growth. 

The countries being volatile were directly affected (Eurofound, 2012). Labor 

market is exceptionally affected in Greece and Spain. As shown in the same report of 

Eurofound (2012), the unemployment rate in Greece in 2012 reached the 27% and in Spain 

23%. In addition to that, there are specific groups of the population that affected more than 

the others. As Jenkins et al. (2013) support these vulnerable groups are men and young 

people.  

Eurofound (2012) reports that the decrease in output is more obvious in 

Greece and Spain than it is in Sweden and Denmark. In this thesis, it is indicated that the 

output in 2008 has a dramatic downfall for the four countries. Although, this did not affect 

Sweden and Denmark and in the next year their GDP was increasing again. Working 

standards in Europe have undoubtedly decreased due to the ongoing crisis. 

Strict austerity plans are adopted by the government in order to control this 

economic downturn. The plans include tough adjustment by lowering public expenditure and 

eliminating various subsidies (Markowitz et al., 2013). Health, education, welfare benefits 

and wages are reduced in Spain and Greece showing that the living standards are decreasing 

due to the crisis. The distortion of economic indicators after controlling for personal 

characteristics is used to explore their impact on job satisfaction, given the consequences of 

the European Sovereign debt crisis. 
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3. Methodology  
 

The ordered probit model with fixed effects is used in order the various 

determinants of happiness and life satisfaction to be explored. This model is employed 

because of the categorical nature of dependent and independent variables. The ordered probit 

model is used to model discrete scales that represent indicators of a continuous underlying 

variable and estimated by maximum likelihood (Greene, 2012, p.834). It is a model strongly 

connected with studies of subjective well-being (D’ Addio, 2004). The structure of the dataset 

is different from the structure of panel dataset. Separate cross-sectional regressions are run 

over time in order to show the impacts of economic indicators on job satisfaction during the 

crisis among the four countries of the sample.  

 

Ordered Probit Model with Fixed Effects 
 

As it is already mentioned, the preferred model for the analysis is the ordered 

probit model with fixed effects. The main objective is that sample's population revealed on 

the ESS the strength of their self-assessments of social outcomes such as happiness and life 

satisfaction. Although their preferences are constantly different in the space of the time-

period
11

, country
12

, economic situation and/or income quartile, their expression is given on a 

four-point scale. This implies that the distance between two or more categories of the variable 

might not be equal but the ordered probit model with fixed effects 'built' a bridge between 

them. For instance, there might be a difference in people reporting ”Fairly Satisfied/Happy” 

to ”Extremely Satisfied/Happy” cannot be compared to the distance between the categories of 

”Fairly Satisfied/Happy” to ”Not at all Satisfied/Happy”. The different results occur are 

estimated by maximum likelihood. 

An ordinary least squares regression model is not suitable to explore the data 

since the BLUE assumptions are not met. Thus, the OLS regression model fails in analyzing 

variables with categorical outcomes. Apart from that, the logit regression models are not 

chosen for this particular study since they are mainly lying to the standard and logistic 

                                                 
11 Time specific effect of this crisis is the crisis time and it is the same for all the countries. 

12 Country specific effects were captured by the GDP output for every country. In the ordered probit model they 

were used as control variables and their differences for each country related to crisis were shown in 

figure 2. 
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respective distribution of the error. Greene (2012) states that the differences between them are 

small and sometimes it is difficult to choose between them.  

The two dependent variables yield into four categorical outcomes “1”, “2”, 

“3”, “4”. So the ordered probit model with fixed effects gives the likelihood that any of these 

results occur using a repeat procedure. Here the coefficient is the marginal effect. The 

marginal effects indicate the impacts of the independent variables on the dependent variables. 

Marginal effects for the probit estimation can actually show the magnitude of the probability 

and the exact impact(Greene, 2012). However, the marginal effect is not constant and it is 

calculated using the standardized normal distribution. 

The ordered probit model with fixed effects is estimated by maximum 

likelihood. Maximum likelihood estimation uses a latent variable, which is the unobserved 

variable, to take into consideration the probability of the various outcomes. In this model, the 

method of maximum likelihood selects the set of values of the model parameters that 

maximize the likelihood function. In this context, maximum likelihood takes the mean and 

the variance as parameters and finds particular parametric values that make the results the 

most probable. The likelihood function is concave so the estimation is straightforward. 

Intuitively, it maximizes the “agreement” of the model with the observed variables (Greene, 

2012, p.835). Apart from that, the maximum likelihood in our case gives a unified and well 

defined estimation approach for the results. 

All in all, the ordered probit model with fixed effects is a convenient bridge 

between the different categories of the discrete scales. The model calculates the cumulative 

probability of being in a category of the two dependent variables versus an alternative 

category. Hence, the comparison was made feasible due to the base category which is used by 

default.  More specifically, the model used in this study is presented below: 

 

Yjit = M Personaljit + Λ Economicit + εi + λt + μjit  

 

Yjit is expressing the levels of self-reported happiness and life satisfaction of an individual j in 

country i in year t.  M Personal is the vector of the personal characteristics of an individual j 

in country i in year t. It includes gender, age, marital status, employment status, educational 

status and economic situation. Λ Economic is a vector measuring the country's i 

characteristics in year t such as GDP growth, unemployment and inflation rate. Ei is the 
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vector for country fixed effects and λt is the vector for year fixed effects and are included in 

the function. All the impacts of the indicators on the dependent and independent variables 

will fit well into the ordered probit frameworks being described above. 

 

3.2) Data and Sample 

 

The data used in this thesis are collected from the European Social Panel 

Survey (ESS), a novel multi-country survey covering more than thirty European Union 

nations and countries. It is a representative longitudinal study of households performed in 

European countries starting from 2002. ESS surveys the same number of participants every 

two years. The survey contains information for understanding life satisfaction, so the data are 

highly suitable for the present study. The sample used for this thesis concerns the period from 

2002 to 2012, rounds 1 to 6 in the ESS.  

More subtly, the project was designed based on exceptionally high standards. It 

comprises rigorous random probability sampling with a minimum target of response rate up 

to 70%. In this specific study, the collected data were for four out of the thirty European 

Union nations; Sweden, Denmark, Spain and Greece before and during the crisis and 

compared their levels of job satisfaction. Participants came from all the regions of the four 

examined nations, both from private and public sector and were questioned every two years, 

starting in 2002 and ending in 2012. The main reason of focusing on this period is due to the 

economic crisis.  

The data of the pre-crisis sample are collected between the years 2002 - 2008 

(round 1 to 4) and those in crisis times between the years 2008 – 2012 (round 4 to 6)
13

.  The 

participants were from the same geographical and regional area both in the previous pre-crisis 

sample and crisis time sample. The ESS also includes structured questionnaires in the native 

language of every single country concerning participants’ expectations of various life events, 

including job loss. The only data that were excluded in this particular study were the data 

collected by hour-long face-to-face interviews including questions on a variety of topics 

repeated from previous rounds of the survey. 

The thesis is focusing on understanding life satisfaction and happiness since 

                                                 
13 Years before the European Sovereign Debt Crisis: 2002-2008. Years during the European Sovereign Debt    

Crisis: 2008-2012. The European Sovereign Debt Crisis started in 2008 and 2009, systemic years for 

most of the EU countries. The ESS started to collect data from year 2002. 
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they are positively correlated (Di Tella et al., 2003).
14

These two are the dependent and main 

variables of the study. The ESS collects detailed information about how people evaluate their 

life satisfaction and happiness by asking the following questions: 

“All things considered, how satisfied are you with your life as a whole nowadays?” for life 

satisfaction. The response is measured on a ten-point scale ranging from 1 (completely 

dissatisfied) to 10 (completely satisfied), without including in the calculations of the case 88 

“Don't know”, for those who did not know how satisfied they were. 

“How happy are you?”, the response is measured on a ten-point scale ranging from 1 

(extreme unhappy) to 10 (extremely happy), without including in the calculations of the cases 

77 “Refusal”, for those being refusal to answer in this question, and 88 “Don't know”, for 

those who did not know how happy they were, or at least were not able to express it in words. 

Here, we only consider the four out of ten categories to interpret the results. 

The surveys that European Social Survey demonstrates explore the trajectories 

of subjective well-being associated with the transition to employment and unemployment 

relation.  This gathered information provides data that are grouped for the purpose of the 

analysis into two different categories demonstrated below:  

The first category includes all the information on personal characteristics. Such 

characteristics are useful for the analysis especially because it is mainly interested in the 

impacts of the ongoing economic crisis on individual's age, gender and employment status. 

Personal characteristics were controlled by micro level data and include the following 

variables: 

Age, categorizes people into four different age groups: 15-24, 25-39, 40-54 and 

over 55 years old. Gender, a dummy indicator taking the value 0 if the individual is male and 

1 if the individual is female. Employment status is categorized for this study into five groups: 

Employees, Self-employed, Unemployed, Employed with limited contract and Employed 

with unlimited contract. Marital status is also categorized for this study into four different 

groups: Divorced, Married, Single/Nonmarried and Widowed. Education level shows the 

level of education an individual gained and for this study the reference category is only the 

middle levels of education. Economic Situation is being included in the measures of this 

study since it is shown to have a strong connection with people's level of job satisfaction. 

                                                 
14  In their study they find a correlation coefficient equal to 0.53, (Di Tella et al., 2003). 
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Because of the research question of the thesis these variables could not be measured 

separately. 

The second group of data includes the main economic crisis indicators. These 

indicators represent the country level information and are the GDP growth rate, the inflation 

rate and the unemployment rate for the periods 2002-2012 and for the four countries. In order 

to unravel the impact of the crisis on job satisfaction the changes in GDP, inflation and 

unemployment rates were regressed on life satisfaction and happiness. 

Furthermore, the missing cases of the survey approximate the amount of 5% of 

the sample. No statistically significant differences emerged between participants who were 

interviewed and those who were not in terms of gender, age and place of residence. 

As it is already mentioned, the main variables of interest and focus on this 

particular study is the dependent variables understanding life satisfaction and happiness, which 

are used to measure the job satisfaction.  

Tables 1 and 2 present the correlation of the variables. In other words, they 

present the strength of the relationship between the variables. For this particular research, 

they act as indicators for the regression analysis. The extent economic crisis influences job 

satisfaction will be validated in the results. 

Table 1: Description of the Variables 
 Observation Mean Standard  

deviation 

Min Max 

Life satisfaction 362492  2.934818  0.78883 1 4 

Gender 364636  0.537692 0.49857 0 1 

Age 364570  46.43282  18.0323 15 99 

Age Group 364570  2.820929 1.05601 1 4 

Education 364640  2.274778  1.07586 1 5 

Occupation  364640  2.798692 1.75834 1 6 

Economic Situation 162718 2.620319 0.81352 1 4 

Note: combined sample (N=375,403); below diagonal correlations of the pre-crisis sample (N=185,295), above diagonal correlations of 

crisis sample (N=190,108) 

 

Table 2: Description of the Variables 

Variable  Observations  Mean  Standard 

deviation  

Min  Max  

GDP per capita Growth  476  2.34  3.85  -17.54  14.87  

Unemployment  448  9.35  6.07  1.8  37.3  

Inflation (Consumer prices 

annual %)  

480  7.19  49.32  -4.48  1058.37  

Note: combined sample (N=375,403); below diagonal correlations of the pre-crisis sample (N=185,295), above diagonal correlations of 

crisis sample (N=190,108) 
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3.3) Empirical evidence 

 

In this section, the relationship between life satisfaction, happiness and 

economic variables is analyzed. It uses the ordered probit model approach introduced in the 

methodology and supported by tables 3 and 4. The coming subsection provides an overview 

of the group of economic variables which have an impact on the real economy. As previous 

studies show, their impact can be observed in various economic variables including GDP, 

unemployment and inflation rates. 

Clark (2003); Frey and Stuzer (2002); Layard (2005); Warr (2007) indicate 

that the four European countries of this study are influenced by the crisis. In order to identify 

the exact year and country where the crisis took place a dummy variable is constructed. This 

variable takes value 0 when the crisis do not occur and 1 otherwise. The four countries do not 

feel the effects of the crisis in the same extent. Tables 3 and 4 support this and provide the 

empirical evidence for both the dependent variables.  

Table 3 shows the empirical evidence for life satisfaction according to personal 

characteristics. It gives further information for specific population groups: Men tend to be 

more life satisfied compared to women. Unemployed are those who are in a bad economic 

situation and not at all satisfied with their life. Listed by marital status, married people and 

single/nonmarried people are the more satisfied with their life. Listed, on the other hand, by 

the age, school and university students are the most satisfied with their life. Among those 

who tend to be more satisfied with their lives there is a 42.52% of them that are highly 

educated. There is also the case of people having a good economic situation who report life 

satisfied (52.29%).  

Table 4 shows the empirical evidence for happiness according to personal 

characteristics of the population sample. The outcomes do not differ from those in life 

satisfaction. Again men tend to be happier compared to women. Unemployed are those who 

are in a bad economic situation and not happy at all. Listed by marital status again married 

people (33.68%) and single people (24.83%) are mostly happy. Among those who tend to be 

happy there are also a 42.52% of them that are highly educated. There is also the case of 

those having a good economic situation and reporting very happy (42.29%).  
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Table 3: Cross tabulation for Life Satisfaction in all countries over 2002-2012 

Satisfaction Not at all satisfied  Not very satisfied  Fairly satisfied  Very satisfied  

Gender  
Male  5.52  16.74  54.86  22.88  

Female  5.93  17.89  54.33  21.85  

Age group  
15-24  3.26  12.64  56.98  27.12  

25-39  4.90  16.61  56.17  22.32  
40-54  6.56  19.03  54.44  19.97  

55+  6.72  18.51  52.57  22.20  

Economic Situation  

Very Bad 36.08  34.65  24.15  5.13  

Rather Bad 7.82  32.17  49.21  10.81  

Rather Good 2.23  9.99  64.66  23.12  

Very Good 1.32  5.59  40.81  52.29  

Employment  

Situation 
Employed  3.65  15.34  57.82  23.20  
Self-employed  5.20  16.48  55.45  22.87  

Unemployed  15.36  29.94  43.69  11.01  

Limited Contract 7.37  19.79  51.81  21.03  
Unlimited Contract 6.77  17.27  53.43  22.52  

Marital Status  
Divorced  8.59  23.86  51.78  15.77  
Married  5.41  16.71  54.32  23.57  

Single 4.38  14.83  56.95  23.83  

Widowed  9.41  23.53  51.34  15.72  
Note: N (pre-crisis)=185,295, N(crisis)=190,108  

 

Table 4: Cross tabulation for Happiness in all countries over 2002-2012 

Happiness  Extremely 

Unhappy 

Not Very Happy Fairly Happy  Extremely Happy  

Gender   

Male  4.32  17.18 45.68 23.06 

Female  4.93 18.29 45.33 22.15 

Age group   

15-24  2.36 16.47 65.87 17.12  

25-39  3.40 16.78 65.17 23.32  
40-54  7.65 18.63 45.44 21.79  

55+  7.83 17.15 42.57 23.10  

Economic Situation   
Very Bad  46.08  19.65 24.01 2. 53  

Rather Bad  7.34 24.84 58.21  8.81  

Rather Good  1.65 9.99 32.66  23.14 
Very Good   1.32 9.91   46.19  4 2.29  

Employment Situation  

Employed  4.56 15.34 67.92  22.30  
Self-employed  6.30 16.48 65.55  23.27  

Unemployed  16.36  28.79 53.70  12.03  

Limited Contract 6.43 39.81 51.81  23.17  
Unlimited Contract 7.88 28.38 64.54  32.63  

Marital Status   

Divorced  9.60 32.86 62.97 16.88  
Married  6.52 17.81 45.43 33.68  

Single 5.49 15.94 46.59 24.83  
Widowed  11.41 25.64 52.41 15.72  
Note: N (pre-crisis)=185,295, N(crisis)=190,108  

 

It is interesting to see whether the levels of job satisfaction is changing across 

time and among countries. Do they decrease or increase for the four countries leading to the 

assumption that an isolated incident happening in a country in a particular year has a strong and 

unavoidable impact on individuals, or is it that these scores change in general? 

As European Central Bank (2013) indicates the crisis is not a country specific 
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event. It has affected the whole regions and nations but not at the same level systematically. 

Hence, the GDP growth is not of the same size for the four countries. It is expected that since 

the fluctuations of GDP growth are not of the same size, the variation in the levels of reported 

job satisfaction will not change at the same degree or even simultaneously. These arguments 

will be supported on the following section.  

The following section deals with the results of the regression analysis and the 

summary statistics. By plotting standard deviation for the four countries, this study attempts 

to observe what happens and affects the differences in the reported scores of job satisfaction 

among countries and across time. We expect the differences between the four categories of 

reported levels of happiness and life satisfaction to be substantial so the standard deviation 

will be high. 
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4. Presentation and Discussion of Results 
 

4.1) Summary Statistics 

 

In this section, the summary statistics for the average life satisfaction and 

happiness scores is presented. Tables 5 and 6 give information on average life satisfaction and 

happiness for the period 2002-2008 and 2008-2012 respectively. Figures 1 and 2 show the 

average levels of life satisfaction and happiness before and during the crisis.  

More analytically, in Denmark the respondents report same levels of life 

satisfaction (65.27%) across years and sited in the first place among the four countries. In this 

context, Sweden is in the second place by scoring 43.49% in very satisfied during the crisis, 

whereas it is on the first place of happiness ranking 43.89% (very happy). These numbers 

indicate that the levels of self-reported life satisfaction and happiness in the two countries are 

either unchanged or increased steadily; The levels of job satisfaction and happiness in these 

two countries are not necessarily changing, because their people might not face any economic 

strain. 

Table 5: Average Life Satisfaction and Happiness before crisis, years 2002-2008 

Variable Denmark Spain Greece Sweden 

Not at all satisfied 0.2 0.4 3 0.7 

Not very satisfied 2.03 7.8 25.2 4.27 

Fairly Satisfied 32.5 63.1 47.6 55.43 

Very Satisfied 65.27 28.7 24.2 34.6 

Total 100.00 100.00 100.00 100.00 

     

Not at all happy 0.7 7.3 4.3 1.4 

Not very happy 5.6 22.3 15 13.1 

Fairly happy 54.09 41.78 42.3 50.1 

Very happy 39.61 28.62 38.4 35.4 

Total 100.00 100.00 100.00 100.00 

 

The less happy and satisfied nations during the crisis are Spain and Greece. 

Greece is sited in the last place (9.66%) indicating how strong the impact of crisis on the 

population's levels of subjective well-being is. In Spain, the decrease in happiness scores is 

almost twice the percentage of its current scores (19.90%) for happiness. These changes 

imply that the crisis has a negative impact on the subjective well-being in both countries. 
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Thus, if their citizens face an economic strain, they cannot easily cope with this situation and 

report less satisfied with their lives overall.  

 Still the less satisfied and happy countries report significant differences 

between the four categories. For instance, differences in scores are meeting between those 

reporting very satisfied to those reporting fairly satisfied and/or not at all satisfied. In Greece 

12.25% of the population sample reports not at all satisfied which is more than twenty times 

the percentage for Denmark (0.60%).  

Table 6: Average Life Satisfaction and Happiness during crisis, years 2008-2012 

Variable Denmark Spain Greece Sweden 

Not at all satisfied 0.60 3.24 12.25 0.65 

Not very satisfied 2.48 15.80 29.94 3.69 

Fairly Satisfied 31.65 63.06 48.16 52.16 

Very Satisfied 65.27 17.90 9.66 43.49 

Total 100.00 100.00 100.00 100.00 

     

Not at all happy 0.00 0.43 77.42 0.20 

Not very happy 0.64 1.58 18.15 1.11 

Fairly happy 32.35 10.06 1.04 33.29 

Very happy 39.61 9.90 3.39 43.89 

Total 100.00 100.00 100.00 100.00 

 

Figures 1 and 2 support these findings. Figure 1, shows the average life 

satisfaction and happiness scores for the examined period. The numbers for happiness and 

life satisfaction showing in the figure were taken from the ESS.  

As it is expected Greece and Spain report lower levels of happiness and life 

satisfaction after the beginning of the crisis. The most significant case is Greece. The average 

life satisfaction and happiness decreases from 3.1 in 2006 to 1.9 in 2012. On the other hand, 

Sweden and Denmark report stable or even unchanged scores for life satisfaction and 

happiness across time. Denmark is another striking case. It reports similar levels of happiness 

and life satisfaction, which are over the 2.7 units, across years. The last few years the score 

approaches the 3.5 units. 

Hence, it can be observed that after 2008 Greece and Spain show less job 

satisfaction. On the other hand, Sweden and Denmark are less affected by the crisis at least in 

terms of job satisfaction. In contrast, these two countries have bigger job satisfaction starting 

from 2008.  
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Figure 1: Average Life Satisfaction and Happiness in the four countries before and during 

crisis 

  

As Eurofound (2012) reports the consequences of the crisis are captured on 

output and employment. That is why this research mainly focuses on GDP growth. What is 

interesting to observe is that the lower levels of job satisfaction, bring lower levels of 

productivity (as it is supported on the literature review section) and hence lower GDP growth. 

The numbers for the GDP growth shown in the figures were taken from the ESS.  

To this extent, figure 2 shows that even the two countries that are not directly 

influenced by the crisis, at the beginning of the European Sovereign Debt crisis went through 

a reduction in their output. In Denmark, a reduction in GDP took place with the beginning of 

the crisis and reached the negative percentage of 6 points. In 2010, however, it becomes 

positive again. The same happened for the case of Sweden. Whereas, Greece is directly 

influenced since it was already facing problems with its public sector and domestic debt. As 

figure presents, Greece has a negative GDP growth with the start of the crisis. The signs of 

recovery are bleak and not yet observed since the GDP growth rate is on a negative 

percentage. Spain also faces a reduction in the GDP growth rate with the beginning of the 
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crisis. In this case the reduction might be also due to Spanish banking conservative rules.  

Figure 2: GDP growth in the four countries before and during crisis 

The next subsection presents the results and analysis. 

4.2) Discussion of Results 
 

Table 7 shows the first regression models employed in this study. Regressions 

(1) and (2) show some baseline results of the marginal effects of the ordered probit 

estimations. They involve the four countries specific characteristics and period effects and 

show their impacts on job satisfaction.  

Regression (1) includes the time-period from 2002 to 2004 and regression (2) 

includes the period 2006 to 2012 for which the economic situation of the individual is 

included as a proxy of the general economic situation
15

. The obtained marginal effects show 

that they have a negative effect on the probability of increasing life satisfaction and hence on 

job satisfaction since the two variables are correlated in this particular analysis. All the results 

are highly significant. As it is expected, this result is supported by those being in a bad 

economic condition, since there is the smallest positive impact on reporting satisfied. Having 

                                                 
15 The only criteria used for the separations of the years in the first two regressions is the 2006 USA crisis. 
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a very good economic situation increases the probability of reporting a lower level of 

satisfaction (0.5078) comparing to those being in a rather bad economic situation (0.1992). 

Being also over 55 years old is shown to have the highest positive effect on job satisfaction 

on both regression models. 

In the next four regressions time-period specific effects are gradually added. 

Hence, we are able to look at which levels the impact of the crisis is similar or not, for the 

four countries of our sample before and during the crisis. Regressions (3) and (4) include 

country dummies and employ an ordered probit model using life satisfaction as dependent 

variable. Personal characteristics are also used as control variables in these regressions. 

Models (5) and (6) include time-period dummies. 

The impacts of most of the indicators remain the same, as in the initial two 

regressions. Being in a rather bad economic situation and/or being unemployed, has a 

negative impact on reporting life satisfied and job satisfied. As it is already mentioned, living 

in a specific country has different impacts on job satisfaction. In Greece, for instance, the 

level or reporting lower job satisfaction are increasing, while in Denmark these levels are  

decreasing.  

Regressions (5) and (6) include time dummies. Results show that being in a 

year later than 2006 decreases life satisfaction. The strongest impact seems to be in year 2008 

where the negative impact of crisis on life satisfaction increases to a maximum level. The 

results show that life satisfaction is decreasing with the beginning of the crisis, and hence job 

satisfaction. This is in line with the theory and the expectations as 2008 is the beginning year 

of crisis
16

.  

                                                 
16

 Being in a particular country at a particular time when an isolated incident occurs, namely the crisis, has 

different impacts on the levels of job satisfaction. For this reason the analysis moves further by observing 

the country and time specific effects. A crisis dummy, takes value 1 for the four countries in 2008 and 0 

otherwise, is involved in the regression model, where the personal characteristics are kept as control 

variables. Subsequently economic variables of GDP growth, change of unemployment and change of 

inflation are added to the regression. This is expressed in a matrix correlation of economic variables and 

life satisfaction. Understanding life satisfaction and GDP growth have a negative correlation, implying 

that the understanding life satisfaction at least for the years in the sample is growing. This indicates that 

understanding life satisfaction and hence job satisfaction has a positive correlation with GDP growth but 

a negative correlation with unemployment and inflation. This correlation points out that the GDP is not 

growing in the same levels for the four countries. Based on the results found, the crisis seems to have a 

positive impact on the understanding life satisfaction until the dummy variables to be regressed into the 

model. The impact of the crisis in its start year 2008 in the four countries captured by the dummy 

variable becomes negative, which proves the research hypothesis. Inflation has a negative impact on the 

reported life satisfaction but not significant at all.  
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Table 7: Ordered probit model with fixed effects for life satisfaction 

 (1) (2) (3) (4) (5) (6) 

Gender 0,0070*  
(0.0032)  

0,0068*** 
(0.0013)  

0,0358*** 
(0.0105)  

0,0119*** 
(0.0012)  

0,0157*** 
(0.0029)  

0,0118*** 
(0.0012)  

Age       

25-39  -0,0304*** 
(0.0060) 

-0,0337*** 
(0.0030)  

-0,1562*** 
(0.0198)  

-0,0486*** 
(0.0028)  

-0,0335*** 
(0.0055)  

-0,0491*** 
(0.0028)  

40-54  -0,0285*** 

(0.0065)  

-0,0391*** 

(0.0031)  

-0,2211*** 

(0.0218)  

-0,0773*** 

(0.0030)  

-0,0521*** 

(0.0061)  

-0,0780*** 

(0.0030)  
55+  0,0115    

(0.0075)  

0,0044    

(0.0035)  

-0,0821*** 

(0.0250)  

-0,0552*** 

(0.0033)  

-0,0132*** 

(0.0070)  

-0,0561*** 

(0.0033)  

Educational Status 
Higher  0,2981*** 

(0.0503)  

0,0021*** 

(0.0047)  

0,5181*** 

(0.1664)  

-0,0038  

(0.0044)  

0,2281*** 

(0.0463)  

-0,0041  

(0.0044)  

No full time  0,3051*** 

(0.0510)  

-0,0270*** 

(0.0027)  

0,5459*** 

(0.1686)  

-0,0095  

(0.0063)  

0,2246*** 

(0.0470)  

-0,0186  

(0.0064)  

Marital Status       

Married  0,0637*** 
(0.0065)  

0,0526*** 
(0.0067)  

0,2434*** 
(0.0218)  

0,0686*** 
(0.0025)  

0,0824*** 
(0.0061)  

0,0684*** 
(0.0025)  

Single  0,0323*** 

(0.0072)  

0,0549*** 

(0.0030)  

0,1120*** 

(0.0239)  

0,0366*** 

(0.0028)  

0,0418*** 

(0.0067)  

0,0346*** 

(0.0028)  
Widowed  0,0143*** 

(0.0083)  

-0,0062* 

(0.0034)  

0,0990*** 

(0.0273)  

0,0178*** 

(0.0031)  

0,0437    

(0.0076)  

0,0170*** 

(0.0031)  

Employment Status 
Self-employed  -0,0530*** 

(0.0057)  

-0,0041  

(0.0025)  

-0,0076  

(0.0191)  

0,0094*** 

(0.0023)  

0,0086  

(0.0053)  

0,0091*** 

(0.0023)  

Unemployed  -0,1587*** 
(0.0066)  

-0,0694*** 
(0.0026)  

-0,4610*** 
(0.0218)  

-0,0648*** 
(0.0024)  

-0,1154*** 
(0.0060)  

-0,0644*** 
(0.0024)  

Limited Contract -0.0008 

 (0.0056)  

-0,0117*** 

(0.0022)  

0,0247    

(0.0187)  

-0,0057*** 

(0.0021)  

0,0172    

(0.0052)  

-0,0064*** 

(0.00210  
Unlimited 

Contract 

-0,0212*** 

(0.0056)  

0,0174*** 

(0.0027)  

-0,0183  

(0.0188)  

0,0057** 

(0.0026)  

0,0054    

(0.0052)  

0,0049    

(0.0026)  

Economic Situation 
Rather Good  0,0399*** 

(0.0047)  

0,3564*** 

(0.0028)  

0,2334*** 

(0.0154)  

0,2886*** 

(0.0027)  

0,0723*** 

(0.0043)  

0,2869*** 

(0.0027)  

Very Good  0.0866*** 
(0.0049)  

0,5078*** 
(0.0034)  

0,4020*** 
(0.0164)  

0,3923*** 
(0.0032)  

0,1195*** 
(0.0046)  

0,3899*** 
(0.0033)  

Unfavorable Labor Market 
Spain -0.1925*** 

(0.0080) 
       0.0037*** 
       (0.0059) 

-0,0546***  
 (0.0045) 

             0,0376*** 
              (0.0043) 

Greece  -0,8290***  

0.0043) 

      -0.1550*** 

       (0.0043) 

-0,2316*** 

 (0.0076) 

             -0.1552*** 

              (0.0043) 

Favorable Labor Market 
Denmark 0.2648***  

(0.0066) 

     0.1484*** 

     (0.0045) 

0,1282*** 

 (0.0076) 

              0.1482*** 

              (0.0045) 
Sweden  0,4137***  

(0.0074) 

     0.1239*** 

     (0.0066) 

0,1161***  

(0.0080) 

              0.1237*** 

              (0.0045) 

Time-Period        

2002   0,4137***  

(0.0074) 

0.1239***  

(0.0077) 

 

0,1161*** 

(0.0074) 

 

0.2069 
 (0.0048) 

 

2004     -0,0022  

(0.0042) 
0.0308   
(0.0059) 

2006      0.1482***  

(0.0045) 
2008      0.1237***  

(0.0077) 
2010      -0.0091***  

(0.0041) 
2012      -0.0069*** 

(0.0041) 

Notes: Average Marginal effects. Standard errors in parenthesis *** p<0.01, ** p<0.05, * p<0.1 Reference categories: Age group/age-period 
effect: 15-24. Education: Middle stages of education. Employment Status: Employed, Marital status: Divorced, Income: Closest to the 

lowest income quartile, Economic Situation: Very bad. Dependent variable: reported life satisfaction. 
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 It is of similar magnitude and significance the results for happiness as it is for 

life satisfaction. This can be observed by the fact that these two variables are correlated in the 

measurements of ESS. Table 8 and 9 present these exact results of happiness. The tables can 

be found in the Appendix. More specifically, table 8 shows the impacts of GDP growth on 

happiness. Regressions (7), (8) and (9) employ interaction effects and test the research's 

hypothesis. In this way, it is tested if the degree of reported happiness plays a tremendous role 

on job satisfaction especially during the crisis. The negative impact of GDP growth 

(coefficient is -0.0036) on happiness supports this. The negative impact is always highly 

significant and is unaffected by the crisis, which implies that the effect is permanent and 

shows that GDP growth and job satisfaction do not rise together. 

The negative coefficient implies that the four countries have different rhythms 

of growth. The table presents mainly the effect of being unemployed in the four countries and 

in a rather bad economic situation since they are significant. All regressions control for 

personal characteristics. Regression (16) does not provide a significant impact of 

unemployment on happiness but only a negative one. However, regression (18) shows that 

the impact of unemployment on happiness is both negative and significant. The changes in 

inflation seem unable to explain any change in the reported levels of happiness.  

Therefore, the hypothesis was proven: During the crisis employees are less 

satisfied with their job overall, than in pre-crisis time and compared to the employees not 

experiencing a crisis at the same levels.   

It is difficult to compare the labor market and economic conditions in the four 

countries. They are completely different
17

, but the results of the comparisons before and 

during the economic crisis indicate small but consistent impacts of the economic crisis on 

employees’ satisfaction. The levels of job satisfaction of unemployed people in a favorable 

social and economic context are not necessarily decreasing, because people might face a huge 

economic strain. Thus, if people face a lower economic strain, they can more easily cope with 

the situation of unemployment. 

Another interesting part to be observed by this study is that the impacts of 

                                                 
17

 There are differences between being unemployed in the four countries, e.g., duration, the possible amount and 

existence of unemployment benefits. Hence, the self-reported levels of understanding life satisfaction 

may be capturing the benefit and economic structures of each and every county. Hence, the impact of 

differing structures was accounted for by interacting the employment dummies with the country specific 

fixed effects. 
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economic crisis are mainly located in the output (GDP growth) since employees are 

becoming less productive. Based on Brayfield and Crockett (1955) the relationship between 

job satisfaction and productivity shows whether satisfied employees produce more than when 

they are dissatisfied.    

All in all, results show that the economic indicators are those explaining the 

lower reported levels in job satisfaction, since they are directly influenced by the crisis. The 

economic indicators are regressed on life satisfaction and happiness by including at the same 

time the crisis dummy (time specific effects). They also affect negatively the likelihood for 

someone to report job satisfied. So the hypothesis is proven. A large group of personal 

characteristics are used as control variables in the regression analysis and their relationship 

with life satisfaction and happiness is examined.  

In many cases the results that the impact of the crisis is positive but lower. A 

possible explanation for this is that the personal characteristics including the economic 

situation are not exogenous. It is also assumed that the impacts of the crisis at the beginning 

year are negative but not significant. GDP growth has a negative effect on understanding life 

satisfaction. The negative sign of the estimated coefficient for growth is not compatible with 

our expectations, since understanding life satisfaction is expected to rise with the GDP 

growth. However, this correlation points out that the GDP is not growing in the same levels 

for the four countries. For instance, this rate is lower for Greece and Spain captured by the 

crisis dummy and higher for Denmark and Sweden. Based on results found, the crisis seems 

to have a positive impact on the understanding life satisfaction until the dummy variables to 

be regressed into the model. The impact of the crisis in its start year 2008 in the four 

countries captured by the dummy becomes negative, which proves the research's hypothesis. 

It is shown that inflation has a negative impact on the reported life satisfaction but not 

significant at all. In other words, being unemployed and in a rather bad economic situation 

has a negative but stable impact on understanding life satisfaction overall. 
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Limitations  
 

Turning to the limitations of this thesis, an important strength is the use of 

employed and unemployed people of the four countries
18

 before and during the crisis. This 

introduced an important bias, since the reported levels of subjective well-being of the 

unemployed people were different depending on the length of time being unemployed, 

country or even time-period.  

A first limitation of this study is that the data were taken from the ESS for the 

years 2002 to 2012, when people were already unemployed. This implies that the job loss 

may have already a negative impact on the general frustration regarding job satisfaction. 

A second limitation is that the income quartile of the individuals was not 

measured separately. This variable was included in the variable “economic situation” in 

which the individuals belong. In other words, these two variables are correlated in the 

analysis of this study, so (in the results section) one result is provided. 

A third limitation is that the two dependent variables of this study, life 

satisfaction and happiness, are correlated in the ESS. When life satisfaction was measured 

happiness was also considered and the reverse. This proves the reason why the results of this 

analysis are almost the same for happiness and life satisfaction
19

. 

This thesis tried to provide a trustworthy analysis of the impact of economic 

crisis on job satisfaction, based on the ESS data. This is the reason why the limitations are 

considered and reflected on job satisfaction. In this study, job satisfaction is considered to be 

an economic issue concerning all employed and unemployed people in the four countries. 

However, these limitations may be suitable for further research on this topic. 

 

                                                 
18 Greece and Sweden were collected because I am from Greece and live in Sweden. However, during the 

analysis it felt the need to support the outcomes better, so at that time Spain and Denmark were chosen. 

Spain was chosen as a country in crisis (Spain provided also data in the ESS for every year starting from 

2002 to 2012 while many other countries in crisis did not provide any data) and Denmark was chosen as 

country of favorable economic context, being similar to Sweden and part of the EU. 

19
  Job satisfaction is a part, arguably, of life satisfaction but the reverse is clearly not plausible. So, in order to 

be able to use the definition: data on life satisfaction are used as proxies for job satisfaction and avoid the 

conceptual lacuna that may occur some parts of the analysis were re-labeled as understanding life 

satisfaction. 
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5. Conclusion 
 

The main objective of this thesis is to obtain a negative relationship between 

job satisfaction and the ongoing economic crisis. To do so, it considers the impacts of the 

European Sovereign Debt Crisis on job satisfaction in four countries: Sweden, Denmark, 

Greece and Spain. It uses ordered probit regression model with fixed effects to present the 

relationship between the variables with focus on the economic indicators in order to explore 

the relationship between job satisfaction and economic crisis.  

The economic indicators are those explaining the lower reported levels in job 

satisfaction, since they are directly influenced by the crisis. The study, hence, is addressed to 

find in what way changes in the economic indicators have a negative impact on job 

satisfaction. The economic indicators the thesis examines are GDP growth, unemployment 

and inflation rate. They are regressed on life satisfaction and happiness by including at the 

same time the crisis dummy (time specific effects). Understanding life satisfaction and 

happiness are used as a proxy of subjective well-being and find significant results. We show 

that GDP growth, changes in inflation and unemployment in times of crisis explain the lower 

outcomes on reported job satisfaction. They also affect negatively the likelihood for someone 

to report job satisfied. So the hypothesis is proven. 

A large group of personal characteristics are used as control variables in the 

regression analysis and their relationship with life satisfaction and happiness is examined. 

However, the precise income of people is not made available. A future study on this topic 

could use the amount of monthly loans or individual's income and their impacts on job 

satisfaction. Such a study could prove the correlation between economic crisis and the money 

related variables. 

This thesis has only a limited approach related to the impacts of crisis on job 

satisfaction. A rather important reason is because it only examines four countries. However, it 

has come to similar conclusions to what other studies find. Undoubtedly, economic crisis has 

a negative impact on job satisfaction. 

In this context, if we suppose that Greece and Spain were not experiencing a 

huge economic strain, they might have reported same levels of job satisfaction as Sweden and 

Denmark. This is to say that in such a case, Greece and Spain could more easily cope with the 

situation of unemployment. They might have even been able to protect the unemployed 



 

33 

 

people, so the economic consequences would affect less the levels of reported job 

satisfaction. Apart from that, there is evidence that job satisfaction is correlated to production. 

More satisfied employees tend to be more productive (Brayfield and Crockett, 1955). In 

addition to that Katzell et al. (1975) show the improvement of economic conditions will lead 

to job satisfaction and this in turn will lead to productivity and the other way around. Robbins 

(2003) continues this idea by implying that the levels of job satisfaction and productivity will 

increase if employees are motivated.  

On the other hand, if we assume that Greece was not experiencing a crisis, it 

might have reported the same levels for happiness as before crisis. It might also have reported 

the same levels for happiness as during the crisis. Greece was already facing problems with 

its public sector and domestic debt. This lead to several austerity plans by the government, 

such as cuts in pensions and wages and raising the taxes and the rates. These effects were 

reinforced since cyclically sensitive sectors, particularly public sector, have the higher 

unemployment rate. Hence, even if it was not facing a crisis, Greece would not manage to be 

a favorable social and economic context. As a result, the levels of job satisfaction will not 

necessarily increase. Further studies in this assumption can bring more results to the 

spotlight. 

A future research also could focus in all the European countries and nations 

and address the above issues. It could also focus on the impact of economic crisis on the job 

security
20

 or regulatory focus and how it affects the subjective well-being. European countries 

do not all have the same job security system so the degree in which employees feel secure 

differs and this could show different scores of the job satisfaction. 

                                                 
20 Apparently Sweden and Denmark report these levels of life satisfaction and happiness due to their job  

security levels. That is the reason why it is suggested as a future study. 
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7. APPENDIX 
Table 8: Ordered probit model for happiness 

 (7) (8) (9) (10)  (11) (12) 

Gender 0.0118***   

(0.0012)  

0.248*** 

(0.0472) 

0.113*** 

(0.0536) 

0.213***  

(0.0390) 

0.231*** 

(0.0270) 

0.008     

(.0013) 

Age Group       

15-24 0.0226***     
(0.0017)  

0.193*** 
(0.0487)  

0.149*** 
(0.0509)  

0.234*** 
(0.0391)  

0.168*** 
(0.0261)  

-0.031   
(.0030) 

25-39  -0.0491***    

(0.0028)  

0.191*** 

(0.0181) 

0.283*** 

(0.0187) 

0.292** 

*(0.0189) 

0.0.496*** 

(0.0810) 

-0.038  

(.0035) 

40-54  -0.0780***    
(0.0030)  

0.280*** 
(0.0446)  

0.189*** 
(0.0554)  

0.416*** 
(0.0415)  

0.287*** 
(0.0284)  

0.001  
(0.0049) 

55+  -0.0561***    

(0.0033)  

0.0210  

(0.0580)  

0.254*** 

(0.0544)  

0.295*** 

(0.0377)  

0.212*** 

(0.0279)  

0.0015 

(0.0027) 

Educational Status       

Higher  -0.0041          

(0.0044)  

0.0726    

(0.479)  

0.615*** 

(0.202)  

 0.838*** 

(0.127)  

0.139 (0.130)  .0516  

(0.0030) 

No full time 0,3051***     
(0.0510)  

-0,0270*** 
(0.0027)  

0,5459*** 
(0.1686)  

-0,0095 
(0.0063)  

0,2246*** 
(0.0470)  

0.051  
(0.0034) 

Marital Status       

Single 0.0346***     
(0.0028)  

0.530*** 
(0.470)  

0.927*** 
(0.191)  

1.280*** 
(0.125)  

0.742*** 
(0.122)  

-0.006  
(0.002) 

Widowed  0,0170***     

(0.0031)  

0.522*** 

(0.470)  

1.063*** 

(0.191)  

1.285*** 

(0.127)  

0.742*** 

(0.121) 

-0.0032 

(0.0025) 

Employment Status       
Self-employed  0.0091***     

(0.0023)  

0.751*** 

(0.469)  

1.346*** 

(0.190)  

1.438*** 

(0.126)  

0.961*** 

(0.121)  

-0.0654 

(0.0022) 

Unemployed  -0.0644***    
(0.0024)  

1.002**  
(0.471)  

1.614*** 
(0.471)   

1.749***  
(0.132)  

1.222*** 
(0.123)  

-0.0129 
(0.0029) 

Limited Contract  -0.0064***   

(0.00210) 

0.0243  

(0.0463)  

 0.0983 

(0.0610) 

0.0340  

(0.0473)  

0.0274 -

(0.0292)  

0.0098 

(0.0028) 

Unlimited Contract 0,0049           

(0.0026)  

0.0416** 

(0.0179)  

0.0345** 

(0.0170)  

0.0614*** 

(0.0123)  

0.0372*** 

(0.00901)  

0.1876 

(0.0029) 

Economic Situation       

Rather Bad  0,1674***     
(0.0026)  

0,0082*** 
(0.0022) 

0.0485*** 
(0.00592) 

0.00144 
(0.0197) 

1.443*** 
(0.0785) 

0.0084 
(0.0013) 

Rather Good  0,2869***     

(0.0027)  

1.195*** 

(0.0771) 

1.015*** 

(0.0776) 

0.981*** 

(0.0775) 

0.785*** 

(0.0800) 

-0.031 

(0.0030) 
Very Good  0,3899***     

(0.0033)  

0.496*** 

(0.0810) 

-0.000238 

(0.0933)  

 0.154     

(0.126) 

-0.0273 

(0.103) 

-0.0384 

(0.0032) 

Unfavorable Labor Market 

Greece  -0,0107           

(0.0063) 

-0.0757 

(0.0636)  

-0.0505  

(0.0636) 

 0.0122 

(0.0521)  

0.0134 

(0.0764) 

0.0019 

(0.0049) 

Spain 0.00647         
(0.0561)  

0.163      
(0.103)  

0.148    
(0.0935)  

0.0855* 
(0.0497)  

0.0889*** 
(0.0321) 

0.0520 
(0.0027) 

Favorable Labor Market 
Sweden 0,0031           

(0.0040) 
0.0811  
(0.0904)  

 0.117   
(0.0807)  

 0.253*** 
(0.0927)  

0.107** 
(0.0488)  

-0.0064 
(0.0034) 

Denmark 0.0745           

(0.0534)  

0.0664  

(0.0604)  

0.0336  

(0.0404)  

0.0750*** 

(0.0266)  

0.138*** 

(0.0182) 

-0.0027 

(0.0025) 

Time-Period       

2002  0.0023  
(0.0049) 

-1.20     
(0.0025) 

0.2321  
(0.0029) 

-0.0073 
(0.0020) 

0.0011 
(0.0049) 

2004   3.26      

(0.0054) 

0.0017  

(0.0049) 

-0.010 

(0.0022) 

-0.0027 

(0.0017) 
2006     0.0005  

(0.0035) 

-0.0283 

(0.0067) 

-0.0192 

(0.0022) 

2008      -0.0132 
(0.0022) 

-0.0050 
(0.0025) 

2010       -0.0011 

(0.0022) 
2012       -0.0089 

(0.0028) 

Notes: Average Marginal effects. Standard errors in parenthesis *** p<0.01, ** p<0.05, * p<0.1 Reference categories: Age group/age-period 

effect: 15-24. Employment Status: Employed, Marital status: Divorced, Income: Closest to the lowest income quartile, Economic Situation: 
Very bad. Dependent variable: reported happiness. 
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Table 9: Happiness, GDP growth, Inflation and Unemployment, Ordered Probit 

Regressions 

Notes: Average Marginal effects. Standard errors in parenthesis. *** p<0.01, ** p<0.05, * p<0.1 Reference categories: Gender: Male, Age 

group/Age-cohort effect:15-24, Education to age:15-24, Employment Status: Employed, Marital status: Divorced, Income: Closest to the 
lowest income quartile, Economic situation: Very bad. Crisis dummy: Beginning Year: 2008 in Countries Denmark, Greece, Spain, and 

Sweden. ΔUnemployment: Unemployment (t)- Unemployment (t-1). ΔInflation: Inflation (t)-Inflation(t-1). Dependent variable: reported 
happiness. 

 

 (13) (14) (15) (16) (17) (18) 

Crisis -0.0300*** 

(0.0033) 

0.0240*** 

(0.0021) 

   0.0240*** 

(0.0021) 

GDP Growth  -0.0030*** 

(0.0001) 

-0.0031*** 

(0.0001) 

-0.0031*** 

(0.0002) 

-0.0030*** 

(0.0002) 

  

ΔEmployment  -0.0015 

(0.0049) 

0.0000  

(0.0049) 

0.0088 

(0.0090) 

0.0089 

(0.0090) 

0.0087 

(0.0011) 

ΔInflation     -0.0128 

(0.0106) 

0.0128 

(0.0106) 

Unemployed  -0.0659*** 

(0.0025)  

-0.0651*** 

(0.0025)  

-0.0658*** 

(0.0025)  

-0.0658*** 

(0.0026)  

-0.0651*** 

(0.0026)  

-0.0661*** 

(0.0025)  

Rather Bad 

Economic Situation  

0.1879*** 

(0.0028)  

0.1879*** 

(0.0028)  

0.1874*** 

(0.0028) 

0.1879*** 

(0.0028) 

0.1879*** 

(0.0028)  

0.1876*** 

(0.0028)  

N  185295 182535 182535 182535 182535 182535 

  


