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Do Active Labor Market Policies Increase the Subjective  
Well-being of the Unemployed?  
Evidence from OECD Countries 
 

Marwa  SAHNOUN – Chokri  ABDENNADHER* 
 

 

Abstract 
 

 The employment policies, whether preventive (Active) or curative (Passive), 

arouse the interest of policy makers in the OECD countries. These policies are 

mainly concerned with the economy of labor market, but they are not detachable 

from the reference to the health economy in its social and psychological dimen-

sion. Using different estimates (OLS, FE, GMM system), we found evidence that 

Active Labor Market Policies (ALMPs) have the strongest impact on the subjec-

tive well-being of the unemployed. Examination of the different types of ALMP 

reveals heterogeneity; programs of incentive employment, start-up incentives 

and training have been most effective in improving the well-being of the unem-

ployed compared to those of direct job creation and supported employment and 

rehabilitation. Then, we propose some policy recommendations by emphasizing 

the disposition of the subjective well-being approach in the design, implementa-

tion and evaluation of ALMPs. 
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Introduction 
 

 The recent years have shown growing interest for what it has been agreed to 
call the proposed Active Labor Market Policies (ALMP) as a means of combat-
ing the persistence of unemployment in the OECD countries. ALMPs are an 
important area of social policy development, which has prompted international 
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agencies to develop an active approach to employment policy (Goulas and Zervo-
yianni, 2018). As ALMPs put financial pressure on policymakers, it is therefore 
of vital interest for society to determine if they reach their estimated goals on the 
job prospects of the unemployed. That’s the reason for which increasing aware-
ness of the need to develop scientifically justified measures of ALMP effec-
tiveness has become a key element in OECD employment policy guidelines. 
However, abundant literature has been devoted, as we know, to ALMP assess-
ments that have been largely focused exclusively on more concrete outcomes 
such as unemployment rate, employment rate, wage levels, etc. (Card, Kluve and 
Weber, 2010; Kluve, 2010; Forslund, Fredriksson and Vikström, 2011; Martin, 
2015; Escudero, 2018; Hur, 2019; Sahnoun and Abdennadher, 2018a; 2018b; 
2020; 2021). To track progress, inform and evaluate employment policies, gov-
ernments are attempting to consider the use of subjective welfare measures. In 
this context, research has started to focus on the impact of ALMPs on social and 
psychological consequences of the well-being of the unemployed (Clark and 
Oswald, 1994; Waddell and Burton, 2006; Dolan, Peasgood and White, 2008; 
Helliwell, Layard and Sachs, 2016; Rose, 2019). Several studies have been attri-
buted to the measure of well-being as a latent multidimensional concept (Dolan, 
Peasgood and White, 2008; Diener and Ryan, 2009; Dolan and Metcalfe, 2012; 
Alatartseva and Barysheva, 2015) and have thus identified key factors that influ-
ence well-being such as income, employment, health, demographic and unem-
ployment (Clark and Oswald, 1994; Waddell and Burton, 2006; Blanchflower and 
Oswald, 2008; Dolan, Peasgood and White, 2008; Ballas and Tranmer, 2012; 
Deeming, 2013). Traditionally, theoretical and empirical evidence are examined 
and argue that unemployment or lack of work influences the health and well-being 
of the unemployed. One of the objectives pursued by the ALMPs would be to 
reduce the welfare losses for the unemployed. However, the pursuit of such an 
objective does not fit perfectly with the lessons of wage formation models. In 
particular, theories of wage bargaining explained why wages are no longer a va-
riable of market forces adjustment, the induced unemployment was being the 
result of a negotiated salary higher than that which would prevail in an economy 
without collective actors. In the same way, efficiency wage theories showed how 
information asymmetry coupled with off-market incentive pay explains the per-
sistence of involuntary unemployment and argued by extension in favor of eco-
nomic policies to combat unemployment. In theories of wage bargaining and the 
theories of wage efficiency, a double lack of coordination is at the root of unem-
ployment, a defect that can be remedied through special employment policies 
that may indirectly reduce welfare losses for the unemployed. Indeed, activation 
policies have been developed as a means of combating the noxious social effects 
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associated with unemployment in British literature (Sage, 2015a). Through ALMPs, 
jobseekers focus on professional activities by helping them to solve the problem 
of skills or skills obsolescence, gaining work experience and having a structured 
day (Strandh, 2001; Andersen, 2008; Daguerre and Etherington, 2009; Carter 
and Whitworth, 2017). In addition, ALMPs can help the unemployed to maintain 
their human capital, improve their position in the queue for access to jobs. Several 
theories have been developed to detect the role of unemployment and ALMPs in 
the well-being of individuals. For example, the theory of deprivation developed by 
(Jahoda, Lazarsfeld and Zeisel, 1971; Jahoda, 1982) which reinforced the role of 
ALMPs on the well-being of the unemployed. This theory is based on 5 functions 
of work, such as, realization of the structure of time, social contacts, commitment 
to activities aimed at collective goals, status and identity and regular activity. 
 If the concept of active labor market policies refers to a myriad of effects on 
the well-being of the unemployed, the need for a theory that explains why and 
how unemployment has negative psychosocial effects is being felt. Such a rela-
tionship may be derived from particular studies that have been marked by evi-
dence of some social aspects of unemployment (health, well-being, social exclu-
sion). First, one of the arguments for health is that unemployment can lead to 
harmful diseases, such as, suicide and depression in the fields of epidemiology, 
psychology and sociology (Stuckler et al., 2009; Jefferis et al., 2011; Norström and 
Grönqvist, 2015). However, other studies found that there is no relationship be-
tween psychological health and employment (McKee-Ryan et al., 2005; Wanberg, 
2012). They argued that higher combined levels of depression, anxiety and stress 
are positively related to job search success. Second, the starting point for welfare 
research is that the environment of unemployment is detrimental to the well-being 
of the unemployed. Such a relationship is not only related to income loss, but 
unemployment has negative psychosocial effects regardless of personal income 
(Eichhorn, 2014). Another argument is that unemployment affects the well-being 
of the unemployed in different ways and depends on context and identity (Paul 
and Moser, 2009; Strandh et al., 2013; Knabe, Schöb and Weimann, 2016). Often 
depression and “shame” are advanced as arguments in favor of unemployment. 
On the one hand, several authors (Bolton and Oatley, 1987; Wadsworth, Montgo-
mery and Bartley, 1999; Broom et al., 2006; Jefferis et al., 2011) showed a link 
between unemployment and depression. Indeed, Jefferis et al. (2011) conducted 
a study in seven countries and showed that the unemployed have a significantly 
higher odds-to-depression ratio than those who worked. On the other hand, un-
employed people are ashamed of their professional status because this latter con-
stitutes a determining factor of happiness. According to (Eales, 1989), there is 
a close link between shame and states of depression and anxiety, suggesting the 
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probability of a cause-and-effect relationship. Finally, other psychosocial costs 
of unemployment can be achieved, that is, unemployment has an impact on the 
life satisfaction (Clark and Oswald, 1994; Lucas et al., 2004; Paul and Moser, 
2009; Wulfgramm, 2011a,b; Young, 2012) which can be explained by the lack 
of social interactions. Considering the social exclusion that refers to social isola-
tion,1 the lack of support networks and low social capital, Jahoda et al. (1971) 
are the first discoveries of this phenomenon. They showed how the unemployed 
are completely excluded from community life which worsens their social life and 
gives them feelings of predominance of resignation and apathy. According to 
Knabe, Schöb and Weimann (2016), unemployment can affect an individual’s 
sense of identity i.e. their perception of belonging to a specific social group and, 
consequently, feelings of personal happiness and subjective well-being. 
 ALMPs lead to increasing unambiguously the well-being of the unemployed. 
However, not all types of ALMPs are associated with such positive effects on 
well-being i.e. some may improve the experience of unemployment and others 
not. Lindsay, McQuaid and Dutton (2007) and Bonoli (2010) argued that ALMPs 
are not homogenous policies but certainly they differ according to their objec-
tives, actors and instruments. In fact, active employment policies refer to a very 
wide range of programs: public employment services, training, subsidized em-
ployment, direct job creation and “start-ups” to increase the demand for labor 
and measures targeting groups facing particular labor market difficulties (young 
people, people with disabilities, unskilled low-skilled workers, low-skilled em-
ployees).2 These different measures of ALMP constitute heavily different types 
of intervention which allows us to believe that there may be differential effects 
on the well-being of the unemployed. 
 The current paper estimates the effectiveness of ALMPs participants on the 
subjective well-being of the unemployed. Despite the empirical literature of the 
effects of active labor market policies and the subjective well-being of the un-
employed usually uses individual data, we can mobilize macroeconomic varia-
bles to express individual preferences.3 Macroeconomic variables certainly affect 
subjective well-being. The variables at the aggregate level are a major concern as 
survey data has been merged with total public expenditure on ALMPs at the 
macro level as well as a number of control variables (Lanau et al., 2020). Also, 
the use of aggregated data presents the interest of concerns about market output 
and employment, so it is important to focus on welfare as there seems to be 

                                                           

 1 Pholan (2019).  
 2 Card, Kluve and Weber (2010), Kluve (2010), Puig-Barrachina et al. (2020).  
 3 We thank the editors for raising this point “While causality between active labor market policy 
and subjective well-being is intuitive on the individual level, it is less so on the aggregate level”. 
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a growing gap between the information contained in aggregate GDP data and 
what matters to the well-being of ordinary people (Stiglitz, Sen and Fitoussi, 
2009). In addition, the argument cannot be separated from certain works, in par-
ticular the theory of wage negotiation (e.g. the union is a macro organ for the 
collective expression of individual preferences in the labor market).” 
 We provide a better understanding of the relationship between ALMPs and 
well-being and on the other hand a distinction between different ALMP pro-
grams, make possible a more detailed analysis of the impact of participation in 
these programs on the well-being. Each type of ALMP can work across different 
channels and raises a question: Are there any programs who are carriers of well-
being than others? In our analysis, we used different estimates (OLS, FE, GMM 
system) of 29 OECD countries covering a period from 2005 to 2016.  
 The remainder of this paper is organized as follows. Section 1 shows the 
literature review. Section 2 discusses the method used for the empirical analysis 
and presents the database. Section 3 reports the interpretation and discusses the 
empirical results. Section 4 checks the robustness of our results, and finally, we 
conclude. 
 
 
1.  Literature Review 
 
 In social science research (Nordenmark and Strandh, 1999; Gallie and Paugam, 
2000; Ritchie, Casebourne and Rick, 2005; Paul and Moser, 2009), some mecha-
nisms (economic i.e. socio-economic class, income, financial insecurity; demo-
graphic i.e. work history, sex; education, age, family) have been formed the social 
experience of unemployment. However, Active Labor Market Policies as a form 
of welfare interventions have appear to be another approach to change the expe-
rience of unemployment. According to Rose (2019), the well-being can be seen 
as a pertinent predictor of the objective success of ALMPs. Indeed, empirical 
studies indicate that ALMPs have mixed results on the well-being (Coutts, 
Stuckler and Cann, 2014). The idea that ALMPs can have positive effects on the 
well-being can be traced back to essential to the works of (Donovan et al., 1986; 
Korpi, 1997; Creed, Machin and Hicks, 1999; Strandh, 2001; Andersen, 2008; 
Wulfgramm, 2011a; 2011b; Krause, 2013; Sage, 2015a,b; Carter and Whitworth, 
2017; Rose, 2019; Ivanov, Pfeiffer and Pohlan, 2020; Puig-Barrachina et al., 
2020). At the national level, several studies have been developed showing a po-
sitive effect of ALMP on the well-being; Vinokur et al. (2000) and Vuori et al. 
(2002) in USA and Finland, Creed, Bloxsome and Johnston (2001) in Australia, 
Behle (2005) and Wulfgramm (2011a; 2011b) in Germany, Hagquist and Starrin 
(1996), Korpi (1997) and Strandh (2001) in Sweden, Anderson (2008) and Bonin 
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and Rinne (2014) in Serbia. On the one hand, Creed, Bloxsome and Johnston 
(2001) showed that training courses specifically designed from the Cognitive Be-
havioral Therapy (CBT) model improved participants’ well-being compared to 
their peers. Indeed, Strandh (2001) seeked to explore the relationship between 
labor market policy measures and the mental well-being of the unemployed in 
Sweden, and showed that only the type of ALMP “participation in the work-
place” has had a clearly positive effect on participants’ mental well-being. The 
authors (Creed, Bloxsome and Johnston, 2001; Strandh, 2001) witnessed their 
results by Johada’s theory which predicts that workplace programs fulfill the 
psychosocial functions of employment. Wulfgramm (2011a; 2011b) found that 
the activation of ALMP can at least mitigate to some extent the negative effect of 
unemployment on the life satisfaction in Germany. Indeed, he showed that work 
placements have strong positive effects on well-being if participants perceive it 
as relevant to their personal skills and increase their chances of finding a job, but 
this effect disappears if participants perceive it as degrading. On the other hand, 
the results also provide explanations for the fact that participants are less satisfied 
than their regularly employed counterparts. Besides, he found a positive relation-
ship of a German public works program (One-Euro-jobs) on the subjective feel-
ing of social inclusion. However, Gundert and Hohendanner (2015) does not 
confirm this relation.  
 In addition, Wulfgramm (2014) analyzed jointly the moderating effects of 
active and passive labor market policies on subjective well-being in 21 European 
countries by applying the multi-level method and panel data estimation. The 
results revealed that passive policies have more moderate effects than ALMPs on 
the well-being of the unemployed. He explained this result by the fact that labor 
market policy affects people’s satisfaction through a non-monetary mechanism 
linked to the stigmatization and the position of the unemployed in society. In 
their scoping review methodology during the period 1990 – 2017 in high-income 
countries, Puig-Barrachina et al., (2020) found that active labor market policies 
have a positive impact on health and well-being. Job search assistance type of 
ALMP has shown a positive effect with no controversy. Furthermore, another 
recent study conducted by (Ivanov, Pfeiffer and Pohlan, 2020) using a linked 
survey and administrative data for participants and a group of matched non-parti-
cipants, the authors analyzed the effects of a German Job Creation Program (JCS) 
on the social integration and well-being of the unemployed and found significant 
positive effects of being employed. 
 Audhoe et al. (2010) conducted a meta-analysis of 29 studies covering the 
period from 1990 to 2008 seeking to validate the link between participation on 
ALMPs and well-being. Their results are found to be mitigated; some ALMPs 
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have been successful in improving well-being, while few others have improved 
mental health and re-employment. Moreover, using a British household panel 
survey from 1991 to 2003, Anderson (2008) found that current and previous 
participation in government training has a positive effect on subjective well-
being, although the effect of previous participation decreases over time. Besides, 
Anderson (2009) analyzed data collected in 17 European countries and showed 
that unemployed people in countries with higher active labor market policies 
report more frequent social interactions and a reduced sense of social exclusion. 
He also found that individuals who are labor market outsiders have a strong in-
teraction between ALMPs and social ties.   
 Furthermore, Sage (2013) showed the importance of activation policies in 
improving the qualitative psychosocial environment of unemployment and indi-
cated the causal link between unemployment and poor health, low well-being 
and social exclusion. Moreover, Sage (2015a) used a number of linear regression 
models in the United Kingdom to show that active employment policy programs 
actually improve the well-being of the unemployed. The author claims that the 
result varies according to the type of ALMP and by sex; men seem to have the 
beneficial effect of ALMPs more than women while work-oriented are more 
effective than the program of employment assistance. Besides, Sage (2015b) 
carried out the first longitudinal study of well-being in the UK that incorporates 
new Understanding Society (USoc) data and showed that participation in Active 
Labor Market Policies is associated with improved well-being for the unem-
ployed and reinforces economic results of training programs while there is no 
effect of ALMPs on health or social capital. 
 As we have mentioned above that ALMPs differ in several types according to 
their natures and objectives, Peck and Theodore (2000) and Lindsay, McQuaid 
and Dutton (2007) considered the distinction between two types: the human de-

velopment of capital where the programs practice services to improve skills and 
personal development and work first that facilitate the return to employment. In 
addition, Strandh (2001) opted different types of ALMPs: vocational training, 
workplace participation and work experience schemes.  
 Different types of ALMP can be implemented, mainly: job search, training, 
subsidized public employment, subsidized private employment, self-employment 
assistance and start-up (Card, Kluve and Weber, 2010; Kluve, 2010; Puig-Barra-
china et al., 2020). In a study carried out about the links between the variation 
of Work Program activation effects and well-being in the UK’s, Carter and 
Whitworth (2017) showed that the “thicker” workplace activation policies offer 
benefits in terms of well-being compared to the open unemployed, unlike the 
“thinner” activation interventions.  
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T a b l e  1 
Summary of the Existing Empirical Research 

Some social aspect of the unemployment 

Dimensions Authors Results 

Health (Stuckler et al., 2009; Jefferis et al., 
2011; Norström and Grönqvist, 
2015, Pohlan, 2019). 

Unemployment can lead to harmful 
diseases, such as, suicide and depression 
in the fields of epidemiology,  
psychology and sociology. 

Well-being    

– Context and identity  
 
– Depression and shame 
 
 
– Life satisfaction 

(Paul and Moser, 2009; Strandh  
et al., 2013; Knabe et al., 2016). 
(Bolton and Oatley, 1987; 
Wadsworth et al., 1999; Broom  
et al., 2006; Jefferis et al., 2011). 
(Clark and Oswald, 1994; Lucas  
et al., 2004; Paul and Moser, 2009; 
Wulfgramm, 2011a, 2011b; Young, 
2012). 

Unemployment affects the well-being  
of the unemployed in different ways  
and depends on context and identity,  
on depression and shame and on life 
satisfaction. In general, unemployment 
reduces the welfare of the unemployed. 

Social exclusion (Jahoda et al., 1971; Pohlan, 2019). Unemployment excludes  
the unemployed from community life, 
which worsens their social life  
and gives them a predominantly feeling  
of resignation and apathy. 

ALMP effect on the subjective well-being 

ALMP 
 
 
 
 
 
 
 
 
 
 
At the national level 

(Donovan et al., 1986; Korpi, 1997; 
Creed et al., 1999; Strandh, 2001; 
Andersen, 2008; Wulfgramm, 2011a, 
2011b; Krause, 2013; Sage, 2015a,b; 
Carter and Whitworth, 2017; Sage, 
2018; Rose, 2019; Puig-Barrachina 
et al., 2020).  
(Creed, 1998; Breidahl and  
Clements, 2010; Reine et al., 2011; 
Wanberg, 2012).  
 
Vinokur et al. (2000) and Vuori et al. 
(2002) in USA and Finland, Creed  
et al. (2001) in Australia, Behle (2005) 
and Wulfgramm, (2011a, 2011b)  
in Germany, Hagquist  and Starrin 
(1996), Korpi (1997) and Strandh 
(2001) in Sweden, Anderson (2008), 
Bonin and Rinne (2014) in Serbia. 

ALMPs can have positive effects  
on the subjective well-being. 
 
 
 
 
 
 
ALMPs have no evidence effects  
on the subjective well-being. 

Types of ALMP 

Training 
 
 
 
 
 
 
 
– Work-place 
 
 
 – Work-oriented 
 
Employment assistance 
 
 
 
 
Wage subsidies  
and subsidized  
self-employment 

(Donovan et al., 1986; Creed et al., 
1999; Strandh 2001; Anderson, 
2008; Sage, 2015a,b; Hetschko et al., 
2016).  
(Creed et al., 2001; Strandh, 2001; 
Anderson, 2008; Wulfgramm, 
2011a, 2011b, Puig-Barrachina et al., 
2020). 
(Sage, 2015b, Carter and Whitworth, 
2017). 
 
(Rose, 2019). 
 
(Caliendo, 2009; Caliendo and 
Kritikos, 2010; Crost, 2016;  
Sage, 2018; Ivanov et al., 2020; 
Puig-Barrachina et al., 2020). 
 
(Caliendo, 2009; Caliendo and 
Kritikos, 2010; Korpi, 1997;  
Rose, 2019; Ivanov et al., 2020; 
Puig-Barrachina et al., 2020). 

Training programs have shown positive 
impact on the subjective well-being. 
 
 
 
 
 
 
Work-place have shown positive effect 
on participants’ mental well-being. 
 
Work-oriented ALMPs are associated 
with higher subjective well-being 
relative to unemployment compared  
to employment-assisted program. 
Employment assistance have proven  
to have positive impact on the subjective 
well-being. 
Wage subsidies and subsidized  
self-employment appear to have  
a more modest effect on the subjective 
well-being.  

Source: Authors’ elaboration based on literature review. 
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 Their results are consistent with those of (Strandh, 2001; Sage, 2015a). 
A recent study on the UK context welfare state was conducted by Sage (2018), 
which showed that ALMPs can have the capacity to improve welfare losses ex-
perienced during a period of unemployment. He also argued that the different 
types of ALMP interact with the unemployed, e.g. employment assistance pro-
grams have proven to have positive welfare effects as opposed to work participa-
tion programs such as the Mandatory Work Activity. In addition, Rose (2019) 
used a new panel survey, the IZA evaluation database in Germany, and applied 
a propensity score matching approach with differences in differences. The author 
concluded that ALMPs have a positive effect on the subjective well-being. Thus, 
the types of ALMPs that appear to have a more modest effect on the well-being 
are wage subsidies and subsidized self-employment. The training programs are 
found to have a small impact on the well-being of the unemployed. Their result 
for regional differences is mixed and the impact of ALMPs on the well-being of 
the female is not significant. However, other studies are shown to have no evi-
dence of the effects of ALMPs on the well-being, physical health and social 
capital of participants (Creed, 1998; Breidahl and Clements, 2010; Reine, Novo 
and Hammarström, 2011; Wanberg, 2012).  
 Therefore, the aim of our paper is to test the effectiveness of ALMPs partici-
pants on the subjective well-being of the unemployed and whether some type of 
ALMPs are more effective i.e. that they could have differential effects on the 
subjective well-being. 
 
 
2.  Data and Methodology 

 
2.1.  Data 
 
 The macro data analyzed below come from the OECD database and World 
Happiness Report covering the period 2005 – 2016. Our data were available for 
29 OECD countries. Four groups or social models covering four geographical 
areas stand out within the OECD (Bouis and Renne, 2006; Rovelli and Bruno, 
2008). An Anglo-Saxon group (Canada, Ireland, United Kingdom, United States, 
Australia and New-Zealand), a Continental group (Austria, Belgium, France, 
Luxembourg, Germany and the Netherlands), a Scandinavian group (Denmark, 
Finland, Norway and Sweden) a Mediterranean group (Italy, Portugal, Spain and 
Greece) and other group (Czech republic, Estonia, Israel, Poland, Slovenia, 
Switzerland, Latvia, Lithuania, and Slovakia). The dependent variable used is 
subjective well-being or Happiness score which also referred to as Cantril life 

ladder. Our main variables of interest which constitute a labor market status are 
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the participants of ALMP, participants of each type of ALMP, participants of 
Passive Labor Market Policies (PLMP) and the unemployment rate. In addition, 
we employed control variables, such as GDP per capita and social expenditure 
(% GDP). The definition of the variables and their sources are presented in Table 2. 
The descriptive statistics and correlation matrix are presented in Table 3 and 
Table 4 (in the Appendix) respectively. The relationship between the variables 
indicates that the subjective well-being appears to be positively correlated with 
the total ALMP, training, employment incentives, supported employment and 
rehabilitation, start-up incentives, gross domestic product, social expenditure, 
Anglo-Saxon, Scandinavian and Continental group. On the other hand, the sub-
jective well-being is negatively correlated with unemployment rate, direct job 
creation, crisis, Mediterranean and the Other group. 
 
T a b l e  2  

Definition and Source of Variables 

Variables  Definition Sources 

Subjective well-being It is the national average response to the question of life 
evaluations. The question is “Please imagine a ladder  
with steps numbered from 0 at the bottom to 10 at the top. 
The top of the ladder represents the best possible life  
for you and the bottom of the ladder represents the worst 
possible life for you. 

World Happiness 
Report (2017) 

Unemployment rate  
(% of the labor force) 

The unemployed persons aged 15 – 64. OECD (2017) 

Participants stocks  
on ALMP (% labor force) 

Participant stocks on ALMP (% labor force). OECD (2017) 

Participants of each type  
of ALMP (% labor force) 

Stocks of ALMP participants by main category  
(% labor force). 

OECD (2017) 

Participants stocks  
of PLMP (% labor force) 

Workers who, working on their own account or with one  
or a few partners or in cooperative, hold the type of jobs 
defined as a “self-employment jobs”. 

OECD (2017) 

GDP per capita  
(current USD) 

Gross Domestic Product divided by midyear population.  
Data are in current US dollars.  

OECD (2017) 

Social expenditure  
(% of GDP) 

Comprises cash benefits, direct in-kind provision of goods 
and services, and tax breaks with social purposes. Benefits 
may be targeted at low-income households, the elderly, 
disabled, sick, unemployed, or young persons. 

OECD (2017) 

Period Crisis  Dummy variable taking the value of one in 2008 and 2009 
years and zero otherwise. 

 

Geographic (binary)  
variables 

Anglo-Saxon group (Canada, Ireland, United Kingdom, 
United States, Australia and New-Zealand), Continental 
group (Austria, Belgium, France, Luxembourg, Germany  
and the Netherlands), Scandinavian group (Denmark, 
Finland, Norway and Sweden), Mediterranean group 
(Italy, Portugal, Spain and Greece) and Other group 
(Czech republic, Estonia, Israel, Poland, Slovenia,  
Switzerland, Latvia, Lithuania and Slovakia). 

 

Source: Own. 
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T a b l e  3 

Descriptive Statistics 

Source: Own calculations, based on data from the World Happiness Report and the OECD. 

 

2.2.  Methodology 
 

 We estimate a dynamic panel data models via the General Method of 
Moments (GMM) system estimator which first proposed by Arrelano and Bond 
(1991) and further developed by Arellano and Bover (1995) and Blundell and 
Bond (1998). Therefore, we proposed our model as follows: 
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5  
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α β β β β
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+
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+
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where 
 itSWB   – denotes the subjective well-being,  

 itSWB   – the lagged dependent variable,  

   itPAMT   – indicates the Active Labor Market Policies,  

  itPLMP   – indicates the Passive Labor Market Policies,  

   itUN   – denotes the unemployment rate, 

   itGDP   – denotes the gross domestic product, 

    itSE   – indicates the social expenditure, 

  iµ   – the specific individual effect, 

 tv   – the specific effect of time, 

  itε   – attests the error term (i is the individual index and t the time index). 
 
 We have used different estimation techniques to estimate the regression 
coefficients α and β  to identify the effect of ALMP and unemployment on the 
subjective well-being. We note that the estimation of a dynamic model with 

Variables Obs. Mean Std. dev. Min Max 

Subjective well-being 284 6.685 0.799   4.66   8.01 
Participants stocks on ALMP 316 3.516 2.616   0.15 19.43 
Training 309 1.162 0.934   0   4.42 
Employment incentives 290 1.457 2.135   0 16.48 
Supported employment and rehabilitation 275 0.484 0.610   0   3.65 
Direct job creation 304 0.376 0.505   0   4.02 
Start-up incentives 292 0.191 0.337   0   1.94 
Unemployment 348 8.220 4.320   2.49 27.47 
Participants stocks on PLMP 319 5.861 4.083   1.12 20.1 
Ln GDP 348 10.478 0.564   9.20 11.62 
Social expenditure  348 21.353 4.737 11.07 32.21 
Crisis 348 0.166 0.373   0   1 
Anglo-Saxon 348 0.206 0.405   0   1 
Continental 348 0.206 0.405   0   1 
Scandinavian          348 0.137 0.345   0   1 
Mediterranean 348 0.172 0.378   0   1 
Other group 348 0.275 0.447   0   1 
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ordinary least squares (OLS) and fixed effects (FE) estimates remains limited 
(Aisen and Veiga, 2013) because it allows us to produce biased estimates in 
presence of delayed dependent variables as regressors as well as we have done 
for the verification. Then, we have used the estimate with GMM dynamic system 
to solve the simultaneity bias problems of inverse causality and omitted varia-
bles. Moreover, it allows us to control the individual specific effects iµ  and the 

effects of time tv  to overcome the endogeneity bias. For these reasons, we used 

a two-step dynamic panel estimation implemented via the general method of 
moments (GMM) system estimator which was developed by Arellano and Bover 
(1995) and Blundell and Bond (1998). We used the xtabond2 command (Rood-
man, 2009) to run GMM System estimation in Stata. In addition, we checked the 
estimation by using three tests for empirical models. The test of Blundell and 
Bond (1998) is first applied to analyze the existence of second-order autocorrela-
tion in the first differential errors. The Sargan test is considered as an orthogo-
nality test between regressors and instruments in the estimation of GMM. The 
“Durbin-Wu-Hausman test” aims at controlling endogeneity. 
 
 
3.  Results and Discussions 
 
 Using different estimates (OLS, FE, GMM system), two models were imple-
mented. The first is to identify the causal effect of ALMPs, PLMPs, and unem-
ployment on wellbeing, while the second consists in dividing the ALMPs into 
five types to detect the ALMP that appear to have the best results on well-being. 
The objective of these two models is to test whether the effect of ALMPs on 
SWB varies between types of ALMPs. 
 Table 5 shows the regression results for the determinants of subjective well-
being. The regression of OLS, the fixed effect and GMM system practically 
show the same influences of the exogenous variables, both in significance and 
direction. The result given in model (1) with system GMM estimation indicates 
that unemployment negatively affects the subjective well-being of the unem-
ployed at 5% level.4 This can be explained by Jahoda’s (1982) theory that the 
unemployed are essentially deprived of five psychosocial functions of work (im-
position of a temporal structure, social contacts, participation in a collective goal, 
status and identity and regular activity required) which diminishes their subjec-
tive well-being.  

                                                           

 4 Our results are consistent with the findings of (Donovan et al., 1986; Clark and Oswald, 
1994; Korpi, 1997; Murphy and Athanasou, 1999; Strandh, 2001; Lucas et al., 2004; Carroll, 2007; 
Andersen, 2008; 2009; Clark, Knabe and Rätzel, 2010; Wulfgramm, 2011a; 2011b; Pholan, 2019). 
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T a b l e  5  

Baseline Results 

Variables 
OLS FE SGMM 

Model (1) Model (2) Model (1) Model (2) Model (1) Model (2) 

1tSWB −  
      0.817*** 

 (0.111) 
  0.841*** 
 (0.102) 

ALMP   0.010** 
 (0.003) 

   0.012** 
 (0.001) 

   0.031** 
 (0.014) 

 

TRA    0.084** 
 (0.021) 

   0.111** 
 (0.031) 

   0.129** 
 (0.054) 

EI    0.216*** 
 (0.051) 

   0.221*** 
 (0.034) 

   0.220*** 
 (0.021) 

SER    0.026 
 (0.038) 

   0.009 
 (0.044) 

   0.040 
 (0.049) 

DJC  –0.010* 
 (0.093) 

 –0.059* 
 (0.024) 

 –0.035* 
 (0.019) 

SI    0.286*** 
 (0.017) 

   0.274*** 
 (0.059) 

   0.240*** 
 (0.079) 

PLMP   0.005** 
 (0.001) 

  0.003** 
 (0.000) 

  0.001** 
 (0.003) 

  0.002** 
 (0.004) 

  0.016** 
 (0.009) 

  0.022** 
 (0.011) 

UN –0.040*** 
 (0.007) 

–0.013*** 
 (0.012) 

–0.042*** 
 (0.008) 

–0.036*** 
 (0.011) 

–0.044** 
 (0.009) 

–0.023** 
 (0.010) 

GDP   0.898*** 
 (0.130) 

  1.324*** 
 (0.085) 

  0.581** 
 (0.255) 

  1.078*** 
 (0.380) 

  0.388*** 
 (0.111) 

  0.346*** 
 (0.159) 

SE   0.009  
(0.010) 

–0.004 
 (0.070) 

  0.012 
 (0.010) 

  0.020 
 (0.012) 

  0.009 
 (0.011) 

–0.018 
 (0.006) 

Constant –2.575* 
 (1.372) 

–6.847*** 
 (0.881) 

  2.562** 
 (1.285) 

–4.725 
 (4.078) 

  1.047** 
 (1.167) 

–2.876** 
 (1.374) 

Observations 253 184 253 184 189 144 
R-squared 0.73 0.68 0.71 0.69   
Number of instruments       61 109 
DWH test: p value     0.005 0.006 
Sargan test: p value     0.210 0.286 
AR (1): p value     0.000 0.000 
AR (2): p value     0.992 0.505 

Note: OLS ordinary least squares, FE Fixed-effects model and SGMM indicate the system generalized method 
of moments. Standard-error is in parentheses. *, ** and *** denote significance at the 10, 5 and 1% level, 
respectively. SGMM regression uses robust standard errors clustered by country. 

Source: Authors’ estimation (STATA). 

 
 This theory was confirmed by (Van der Meer and Tolsma, 2014) who affirmed 
that getting a job is an important societal norm and allow people to earn income 
that gives them comfort, stimulation and a status thus the gain in subjective well-
being. In fact, the relationship between subjective well-being and unemployment 
is intrinsically linked to the extent to which the unemployed are governed in 
a broad sense and in relation to specific institutionalized practices. According to 
(Pultz and Teasdale, 2017), the relationship between unemployment and well-
being is largely influenced by neoliberal policies (such as, shame, self-blame, work 
ethic and flexibility) and the level of well-being improves when people are not 
considered unemployed. The results also indicate that both participants of ALMP 
and PLMP enhance people’s sense of subjective well-being. These variables are 
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significantly and negatively linked to the subjective well-being at 5% level, as 
expected. These results strengthen the argument that in order to improve the 
subjective well-being of the unemployed, measures should focus on ALMPs that 
offer psychological benefits to the unemployed (Sage, 2015a). This implies that 
participation in ALMPs and PLMP influences the subjective well-being of the 
unemployed. Therefore, our empirical finding is confirmed with that of (Wulf-
gramm, 2014). In fact, the interest of ALMP participation is to mitigate the nega-
tive effects of unemployment (Sage, 2015a), however these employment policy 
measures certainly have a sociological and psychological concept about the un-
employed. According to Dolan, Layard and Metcalfe (2011), ALMPs as state-
financed employment guarantees constitute an incentive to the subjective well-
being of the unemployed. In addition, ALMPs constitute a form of intermediate 
status in the labor market (Coutts, Stuckler and Cann, 2014) by offering partici-
pants organized activities and a daily routine. Interventions that improve the 
well-being of the unemployed should be adapted and implemented in OECD 
countries (Sage, 2015a,b). Moreover, ALMP participants respond to the needs of 
development recognized by (Jahoda, Lazarsfeld and Zeisel, 1971; Jahoda, 1982). 
Therefore, ALMPs appear to be effective interventions in labor market to pro-
mote the psychosocial resilience of unemployed people. 
 Furthermore, the results suggest that participants on ALMPs are more pro-
nounced among individuals who participants on PLMPs. The same result is con-
firmed with Wulfgramm (2014) who suggests that encouraging unemployed 
people to participate on ALMPs stimulates their well-being rather than partici-
pating on PLMPs whose only function is to reduce the negative consequences of 
unemployment through unemployment insurance and benefits. According to this 
author, ALMPs and PLMPs play a significant role in determining the well-being 
of the unemployed, as unemployed people in a country receiving unemployment 
benefits are at risk of less severe stigmatization and thus loss of income and 
well-being compared to those living in an extremely generous country.  
 To show the effectiveness of ALMPs in improving well-being, it is obvious 
to explore which types of ALMP work best and provide more effective feelings 
of well-being. It is the object of the second model. Indeed, more the different 
types of ALMPs have a multifunctionality, the greater the impact on well-being 
would be (Wulfgramm, 2011a; 2011b; Rose, 2019). Employment incentives and 
start-up incentives programs are positively and significantly correlated with the 
well-being at 1% level. In particular, these two measures of ALMPs have proved 
to be the most effective in improving the well-being of the unemployed. This im-
plies that these programs meet essential objectives (characteristics) similar to those 
of employment, which favors their impact on well-being. Our result corroborates 
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that of (Caliendo, 2009; Caliendo and Kritikos, 2010; Puig-Barrachina et al., 
2020). On the one hand, start-up incentives encourage the unemployed and other 
target groups by giving them a start-up grant to start their businesses and become 
independent entrepreneurs. On the other hand, wage subsidies (employment 
incentives) aim at integrating the unemployed into the labor market by granting 
them a wage subsidy and by in demanding them for their low productivity 
(Wolff and Stephan, 2013; Sahnoun and Abdennadher, 2018b). For instance, the 
wage subsidy “the income tax credit” in the United States and the “employment 
premium” in France which provide additional benefits to whose income are below 
sociocultural subsistence income. As a result, these benefits provide a sense of 
well-being to those participating in these programs. On the other hand, these 
programs can lead to stigmatization of the status of participants, which increases 
as they receive social well-being. Generally, these measures of ALMP (employ-
ment incentives and start-up incentives) contribute to the creation of comfort 
through financing or income and an increase in stimulation through work (physical 
or mental effort). 
 The results also reveal that training program generally boost subjective well-
being among unemployed. Training programs show a lower impact but signifi-
cant and positive with subjective well-being at the 5% level.5 Indeed, these pro-
grams include (classroom training, vocational training, job training and work 
experience, etc.) are essential to skills development and can improve human 
capital (Kluve et al., 2007; Caliendo and Schmidl, 2016). Moreover, training is 
oriented towards human capital, it is fundamental that this program is a key de-
terminant of success in the labor market in terms of combating unemployment 
and the acquisition of real skills (Sperreboom and Staneva, 2014). This outcome 
prove that training programs affect the well-being of the unemployed by rewarding 
working for their own lives, providing support from society and respecting cer-
tain labor standards (Anderson, 2008). Also, these policies become more benefi-
cial when participants see them as opportunities to increase their ability to secure 
future employment i.e. alleviate the burden of unemployment of participants. 
However, our results contradict those of (Wulfgramm, 2011a; 2011b) who argued 
that participation in training reduces the well-being of the unemployed if these 
programs are considered degrading.  
 On the other hand, the participation in direct job creation programs shows 
a negative and significant effect at 5% level on the subjective well-being of the 
unemployed. Our result takes against the dominant paradigm in which participation 

                                                           

 5 Our results are consistent with those of (Donovan et al., 1986; Creed et al., 1999; Strandh 
2001; Anderson, 2008; Sage, 2015a; 2015b; Hetschko, Schöb and Wolf, 2016; Puig-Barrachina 
et al., 2020). 
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in the direct job creation program (subsidized jobs, direct job creation plans, 
subsidized contracts) reduces ceteris paribus subjective well-being losses for the 
unemployed.6 Why? Because, from the cost-benefit calculation of this program, 
it appears that the gain resulting from exiting unemployment is greater than un-
employment insurance. However, this program risks decreasing the search inten-
sity (effort), thus restricting the employment possibilities of the beneficiaries and 
creating negative locking-in effects on the search behavior of the individual dur-
ing the period of participation in program. 
 Our results do not contain evidence for supported employment and rehabi-
litation. This is most likely due to the fact that being out of the labor force is 
involuntary, that the individual is not working for a reason that is not their own 
choice. 
 To sum up, somehow employment incentives, start-up and training programs 
has a significantly positive effect on the subjective well-being compared to direct 
job creation and supported employment and rehabilitation. 
 For the others control variables, our findings suggest that GDP is positively 
and significantly correlated with the subjective well-being.7 This suggests that 
people are happier if labor market conditions are better. According to Oswald 
(1997), economic things matter only in so far as they make people “happier”. 
Finally, social expenditure is not found affected the subjective well-being of 
unemployed. This implies that an increase of government spending does not 
raise the well-being which has been confirmed by (Kacapyr, 2008; Ram, 2009). 
 
 
4.  Robustness Check 
 

 To check the robustness of our results, we use three other control variables; 
a geographic affiliation variable that indicates the differences between groups of 
countries, a crisis dummy to control for the effect of the 2008 – 2009 financial 
crisis and an interaction between ALMP and crisis. Table 6 presents the results 
of this robustness test. The effect of the 2008 global financial crisis on the sub-
jective well-being of the unemployed was found to be negative, but not signifi-
cant. Nonetheless, we note that in times of crisis, the effectiveness of ALMPs is 
positively correlated with subjective well-being, which suggests that these poli-
cies are more effective in recessive markets, as indicated by the interaction term 
“ALMP*CRISIS”.  

                                                           

 6 (Wulfgramm, 2011a; 2011b; Crost, 2016; Knabe et al., 2016, Ivanov, Pfeiffer and Pohlan, 
2020).  
 7 Several studies support these results (Deaton, 2008; Stevenson and Wolfers, 2008; Easterlin, 
Angelescu and Zweig, 2011; Howarth and Kennedy, 2016). 
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T a b l e  6  

Additional Robustness Tests 

Variables 
OLS FE SGMM 

Model (1) Model (2) Model (1) Model (2) Model (1) Model (2) 

1tSWB −  
      0.834*** 

 (0.057) 
  0.841*** 
 (0.102) 

ALMP   0.040** 
 (0.007) 

   0.042** 
 (0.008) 

   0.032** 
 (0.007) 

 

TRA    0.084** 
 (0.021) 

   0.111** 
 (0.031) 

   0.129** 
 (0.054) 

EI    0.216*** 
 (0.051) 

   0.221*** 
 (0.034) 

   0.220*** 
 (0.021) 

SER    0.026 
 (0.038) 

   0.009 
 (0.044) 

   0.040 
 (0.049) 

DJC  –0.010* 
 (0.093) 

 –0.059* 
 (0.024) 

 –0.035* 
 (0.019) 

SI    0.286*** 
 (0.017) 

   0.274*** 
 (0.059) 

   0.240*** 
 (0.079) 

PLMP   0.056** 
 (0.018) 

  0.003** 
 (0.000) 

  0.030** 
 (0.010) 

  0.002** 
 (0.004) 

  0.036** 
 (0.019) 

  0.022** 
 (0.011) 

UN –0.066*** 
 (0.037) 

–0.013*** 
 (0.012) 

–0.040*** 
 (0.007) 

–0.036*** 
 (0.011) 

–0.054** 
 (0.027) 

–0.023** 
 (0.010) 

GDP   0.929*** 
 (0.242) 

  1.324*** 
 (0.085) 

  0.521** 
 (0.217) 

  1.078*** 
 (0.380) 

  0.286*** 
 (0.117) 

  0.346*** 
 (0.159) 

SE     0.075 
 (0.805) 

–0.004 
 (0.070) 

  0.061 
 (0.431) 

  0.020 
 (0.012) 

  0.034 
 (0.185) 

–0.018 
 (0.006) 

Crisis –0.593 
 (0.537) 

 –0.910 
 (0.575) 

 –0.673 
 (0.608) 

 

ALMP*Crisis   0.030** 
 (0.014) 

   0.037** 
 (0.024) 

   0.034** 
 (0.010) 

 

Anglo-Saxon   2.255 
 (2.628) 

   2.470 
 (2.712) 

 –1.659 
 (2.389) 

 

Continental   4.216 
 (2.577) 

   2.130 
 (1.782) 

   1.032** 
 (0.457) 

 

Scandinavian            3.271 
 (2.822) 

   2.586 
 (1.797) 

   1.391*** 
 (0.507) 

 

Mediterranean –3.030 
 (2.520) 

 –1.036 
 (1.948) 

 –2.393 
 (2.821) 

 

Other group   3.558 
 (3.697) 

 –2.318 
 (3.007) 

 –1.659 
 (2.389) 

 

Constant –3.239*** 
 (1.170) 

–6.847*** 
 (0.881) 

  2.151*** 
 (0.551) 

–4.725 
 (4.078) 

  1.187*** 
 (0.283) 

–2.876** 
 (1.374) 

Observations 253 184 253 184 189 144 
R-squared 0.77 0.68 0.78 0.69   
Number of instruments       70 109 
DWH test: p value     0.003 0.006 
Sargan test: p value     0.213 0.286 
AR (1): p value     0.000 0.000 
AR (2): p value     0.888 0.505 

Note: OLS ordinary least squares, FE Fixed-effects model and SGMM indicate the system generalized method 
of moments. Standard-error is in parentheses. *, ** and *** denote significance at the 10, 5 and 1% level, 
respectively. SGMM regression uses robust standard errors clustered by country. 

Source: Authors’ estimation (STATA). 

 
 This result indicates that active labor market policies have proven to be effec-
tive tools to reduce the unemployment rate which would take the form of gains 



464 

in terms of well-being8 by strengthening resilience to adversity (in this case, the 
2008 economic crisis) (Hur, 2019; Morgan and O’Connor, 2019). In this context, 
a recent empirical work (Card, Kluve and Weber, 2018) confirms that the effec-
tiveness of ALMPs depend on cyclical factors such as the position of the econo-
my in the cycle, which suggests that these policies are more effective in reces-
sive markets in reducing the unemployment rate and therefore in the gain of the 
well-being. The effect of the (binary) variables of geographical affiliation (posi-
tive and significant) on the subjective well-being cannot be separated from the 
reference to a social protection system compatible with high “active” expendi-
ture and low unemployment. The example of the Scandinavian and Continental 
countries is very instructive in this regard.9 
 
 
Conclusion 
 

 Unemployment is an environment generally seen as involving various forms 
of loss. Previous research has shown that unemployment has a strong negative 
effect on health, well-being and social exclusion (Strandh et al., 2013; Knabe, 
Schöb and Weimann, 2016; Pohlan, 2019; Puig-Barrachina et al., 2020). In parti-
cular, unemployment harms well-being because of its negative effects on in-
come, making people less financially secure and less able to meet their material 
needs and wants. Moreover, unemployment is also considered to be harmful be-
cause of its detrimental psychological effects, regardless of its material impacts 
(Sage, 2018). 
 First, we focused on the effects of ALMPs which can mimic paid work and 
mitigate the generally harmful effects of unemployment on well-being. Indeed, 
ALMPs often affect the experience of unemployment by enabling the unem-
ployed to acquire skills and experiences, to meet new people and to acquire 
a daily structure (Wulfgramm, 2011a; Sage, 2013; Carter and Whitworth, 2017, 

                                                           

 8 The unemployment rate, as we know, is often used as an index of well-being in the labor 
market, although its effect can, in principle, be neutralized by employment insurance. In addition, 
there may be a link between the unemployment rate and broader measures of well-being in the 
labor market.  
 9 i) the Anglo-Saxon countries (Canada, Ireland, United Kingdom, United States, Australia and 
New-Zealand) are distinguished by high incomes, low unemployment rates and short unemploy-
ment tenure; ii) the Scandinavian countries (Denmark, Finland, Norway and Sweden) stand out 
with relatively high incomes and a strong but efficient social protection system, combined with low 
unemployment rates; iii) the countries of Continental Europe (Austria, Belgium, France, Luxem-
bourg, Germany and the Netherlands) stand out with lower incomes than those of Anglo-Saxon 
countries and high unemployment rates; iv) Mediterranean countries (Italy, Portugal, Spain and 
Greece) stand out with low incomes and high unemployment rates and the Other group (Czech 
republic, Estonia, Israel, Poland, Slovenia, Switzerland, Latvia, Lithuania and Slovakia) which has 
heterogeneous characteristics in terms of incomes, ALMP expenditure and unemployment rate. 
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Sage, 2018). Furthermore, ALMPs help the long-term unemployed maintain 
their human capital, and even their productive capacity, and improve their posi-
tion in the queue for access to jobs. From this perspective, it is generally accepted 
that participation in ALMPs has positive effects on the subjective well-being of 
the unemployed (Carter and Whitworth, 2017; Sage, 2018; Rose, 2019; Puig-
Barrachina et al., 2020). Generally, ALMPs aim to improve the social and eco-
nomic life of the unemployed by creating a life situation that has typical psycho-
social characteristics (time structure, social contacts, participation for collective 
ends, status and identity).10 
 Second, we examined whether some type of ALMPs are more effective i.e. 
that they could have differential effects on the subjective well-being. Our results 
indicate that incentive employment programs, start-up incentives and training 
have proven to be the most effective in improving the well-being of the unem-
ployed. This suggests that these programs contribute to creating comfort through 
funding or income, providing societal support, respecting certain labor standards, 
and increased stimulation through work (physical or mental effort). In particular, 
we show that the direct job creation programs are likely to reduce the subjective 
well-being of the unemployed. This result could be explained by the risk of re-
ducing the intensity (effort) of the research induced by this program, thereby 
limiting the employment opportunities of beneficiaries and creating negative 
locking-in effects on the individual’s research behavior during the period of par-
ticipation in the program. Likewise, measures aimed at promoting the integration 
into the labor market of “unemployable” people, e.g. supported employment and 
rehabilitation, fall outside the scope of ALMPs and refer to social policy, even 
social integration. Therefore, the insignificant effect on the well-being of the 
unemployed is unambiguous.  
 Comparing these types of ALMPs is used to guide government policy inter-
ventions and decisions. This raises two recommendations. First, all ALMPs must 
be created in order to increase the well-being of the unemployed. This implies 
that the well-being of the unemployed person must be considered as an indispen-
sable criterion in the analysis, design and evaluation of the other policies (direct 
job creation and supported employment and rehabilitation) which do not show 
expected effects, which requires their revision and improvement.  
 Second, governments must make the right decisions about society by contri-
buting more meaningfully to the well-being of citizens from public policies based 
on democratic bases. It should be noted that policy-makers need to design and 
implement a new public policy aimed specifically at increasing the well-being of 
the unemployed.  

                                                           

 10 Jahoda (1982), Knabe, Schöb and Weimann (2016), Pholan (2019).  
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