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The consequences of the COVID-19 pandemic  

on economic activity, employment, and our way 

of working have been far-reaching. In turn, all of 

these shocks have the potential to substantially 

impact subjective well-being. Our goal in this 

chapter is to outline the various ways in which  

the pandemic has affected the global labour 

market and the world of work, and investigate 

 the downstream impacts on workers’ well-being 

around the world.

We structure the chapter around five broad 

issues. In the first section, we begin by surveying 

global changes in employment and working 

hours, and highlighting some key inequalities of 

impact by country, income, gender, age, and type 

of work. The remainder of the chapter focuses on 

the well-being implications of these changes. In 

the second section, we consider the well-being 

impacts of unemployment and labour market 

inactivity throughout the pandemic. In the third 

section, we turn to the well-being of employees 

who have retained their jobs, using a novel data-

set of more than four million individuals collected 

on an ongoing basis since November 2019. In  

the fourth section, we build on this analysis by 

investigating the key drivers of worker resilience 

during the crisis. In the final section, we speculate 

on how the changes to the global labour market 

brought on by COVID-19 may influence the future 

of work. In doing so, we offer a tentative account 

of how workers’ expectations may begin to 

change in the aftermath of the pandemic and  

how these changes could influence the drivers  

of workplace well-being in the years to come.

COVID-19 and the global  
labour market

Global growth is estimated to have contracted 

 by more than 4 percent in 2020, representing 

the largest economic crisis in a generation.1 At 

 the beginning of the year, at the onset of the 

pandemic, consumer spending began to decline 

dramatically, most notably in retail and recreation. 

By April, visits to restaurants, cafes, shopping 

centres, theme parks, museums, libraries, and 

movie theatres had declined globally by almost 

60 percent, and by more than 80 percent in many 

European countries.2 By December, almost  

15 million airline flights had been cancelled, an 

average of 50,000 per day.3 While the global 

economy began to rebound in the summer, many 

countries were gripped by a second wave in the 

autumn and winter. A full return to pre-pandemic 

levels of stability still appears to be a long way off. 

Such dramatic economic downturns have had 

profound effects on the global labour market.  

As of January 2021, more than 90 percent of  

the world’s workforce lived in countries where 

business closures were still in place for at least 

some sectors.4 Unemployment has also increased 

in many countries affected by the COVID-19  

crisis, though unemployment figures alone do  

not capture the full extent of the labour market 

impact for two primary reasons. 

First, many workers who have suffered job losses 

during the COVID-19 pandemic are not actively 

looking to find new jobs, and are therefore classified 

as “inactive” or “out of the labour force” in official 

statistics.5 Increases in inactivity have, in fact, 

outpaced increases in unemployment in a majority 

of countries (Figure 7.1).6 For workers who have 

recently lost their jobs, finding a new one amid a 

recession can be exceedingly difficult. Data from 

the international jobs site Indeed.com shows that, 

in many countries, the trend in job postings 
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plummeted by more than 50 percent in April and 

remained well below 2019 trends by the end of 

the year (Figure 7.2).

Second, even while still in paid work, many workers 

have had to reduce their working hours as a result 

of the pandemic. Therefore, looking at declines in 

total hours worked offers a complete picture of 

the labour market impact of the crisis. According 

to the International Labour Organization (ILO), 

global working hours declined by 17.3 percent in 

the second quarter of 2020.7 This is equivalent to 

495 million full-time jobs lost.8 By the end of the 

year, total working hour losses were roughly four 

times greater than during the Great Recession  

in 2009.9 These dramatic reductions in working 

hours have been accompanied by equally  

dramatic reductions in income. Global labour 

income declined by 8.3 percent in 2020, amounting 

to a loss of USD 3.7 trillion, or 4.4 percent of 

global GDP.10

These changes are likely to have significant 

effects on well-being. Most studies generally find 

that those who are unemployed are 5 to 15 percent 

less satisfied with their lives than those who are 

Figure 7.1: Change in employment from 2019 to 2020 (%)

Note: Shows the overall decrease in employment accounted for by increases in unemployment and inactivity from  
Q1-Q3 2019 to Q1-Q3 2020. * Denotes countries where unemployment decreased, but was overcompensated by the 
rise in inactivity. ** Denotes countries where inactivity decreased, but was overcompensated by the rise in unemployment.

Source: International Labour Organization (ILOSTAT)
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employed.11 In the 2017 edition of this report, we 

found that unemployed workers are on average 

0.6 points less satisfied than counterparts working 

full-time on a scale from 0-10.12 In high-income 

countries, this difference becomes even larger. In 

Western Europe and North America, full-time 

workers have been found to be 1.11 and 1.31 points 

more satisfied with their lives than those who are 

unemployed, respectively.13 Relative to other life 

circumstances, becoming unemployed is also less 

subject to well-being adaptation over time.14 Yet, 

importantly, the relationship between work and 

well-being extends beyond simply unemployment. 

Past research has documented strong negative 

impacts of underemployment, as well as labour 

market inactivity. In some analyses, the negative 

impact of working hour reductions and inactivity 

on life satisfaction is even larger than the negative 

impact of becoming unemployed.15

While the labour market impacts of the pandemic 

have been almost universally widespread, they 

have also been highly unequal. In the sections 

that follow, we highlight some key differences of 

impact across five dimensions: country, income, 

Figure 7.2: Change in job postings from 2019 to 2020 (%)

Note: To measure the trends in job postings, 7-day moving averages of the number of job postings on Indeed.com are 
indexed to the week of February 1 of that year. The figure then shows how the trend in job postings in 2020 differ 
from the trend in 2019.

Source: Indeed Hiring Lab
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gender, age, and type of work. In turn, all of these 

dimensions feed into the uneven ways the pandemic 

has affected well-being across society.

Differences in impact between countries

The global economic impacts of the crisis have 

been so far highly unequal, with disproportionate 

effects in developing countries. Since March 2020, 

workers in lower-middle-income countries have 

experienced a 43 percent larger reduction in 

working hours and labour income than in high- 

income countries.16 Informal sector workers, who 

make up a considerable portion of the labour force 

in developing countries, have been particularly  

at risk. Estimates from the ILO suggest that  

1.6 billion informal sector workers have seen their 

hours decrease since the onset of the pandemic. 

In low-income countries, the resulting drop in 

earnings is estimated to be 86 percent.17 Workers 

in developing countries are generally much less 

likely to work remotely, and therefore at higher 

risk of losing their jobs and contracting the 

disease in their normal work environments.18 Many 

governments in low-income countries have also 

been financially incapable of providing workers 

with sufficient economic relief. As of October 

2020, announced fiscal stimulus packages in 

low-income countries amount to only 13 percent 

of what would be required to offset the total loss 

in working hours.19 These trends contribute to 

increased labour market instability in many of  

the world’s most vulnerable regions.

Even within high-income countries, there are large 

differences in the magnitude of the economic 

downturn. By the end of June 2020, GDP growth 

had decreased by 22 percent in Spain and the 

United Kingdom relative to the year before. In 

South Korea, Finland, and Norway, this figure was 

less than 5 percent.20 In Europe, the economic 

consequences of the crisis have been outsized in 

countries with already precarious labour market 

conditions. Even workers employed in the same 

sector face considerably different economic 

outlooks. Among those working in food and 

accommodation, the risk of losing working hours 

at the beginning of the crisis was four times larger 

in Spain and Italy than in Denmark or Finland.21 

Young and low-skill workers have also been more 

likely to lose their jobs or reduce their working 

hours in Spain and Ireland than in Denmark or 

France (Figure 7.3b-c). Individual-level survey 

data collected at the height of the first wave 

documents similar cross-country differences in 

the United Kingdom, United States, and Germany, 

with employment losses being much more  

pronounced in the U.K. and U.S.22

While many of these effects have been shaped  

by public health policies in each country, labour 

market policies have also played an important role. 

Many countries have introduced fiscal stimulus 

packages to buffer the economic shock. By 

October 2020, governments around the world 

had promised upwards of USD 9 trillion to mitigate 

the negative economic consequences of the 

pandemic.23 Where these policies pertain to the 

labour market, they are generally aimed at job 

retention and/or income replacement. Job retention 

schemes strive to keep contracts between  

employees and employers intact by alleviating 

firms’ labour costs and subsidizing workers for 

lost hours. As of May 2020, job retention policies 

were supporting more than 50 million jobs in 

OECD countries.24 On the other hand, income 

replacement schemes aim to provide financial 

relief directly to affected workers without explicitly 

seeking to maintain employment contracts. This 

approach was characteristic of the early response 

to the pandemic in the United States.

Generally speaking, countries that have introduced 

larger and more comprehensive fiscal stimulus 

packages have seen less severe reductions in 

working hours.25 However, key differences of 

impact across countries have also emerged, 

depending on the policy approach adopted.  

We will explore these dynamics in greater detail  

in the second part of this chapter.

Low-income and low-skill workers

One of the starkest consequences of the crisis has 

been the exacerbation of existing socio-economic 

inequalities. In almost every European country, 

low-income and low-skill workers were more likely 

to have reduced their working hours (Figure 7.3a) 

or lost their jobs (Figure 7.3b) in the early phases 

of the pandemic.26 In Ireland, twice as many 

low-income workers reduced their working hours 
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relative to high-income workers. In Sweden, 

low-skill workers experienced working hour 

declines that were almost three times as large as 

the national average. Similar trends have been 

observed in Japan, the United States, and the 

United Kingdom.27 In the U.K., almost one-third  

of low-income households had lost more than  

20 percent of their earnings by the end of the first 

wave, while only one-fifth of high-income house-

holds reported the same.28 College-educated 

workers in the U.K. were also 6 percent less likely 

to have lost their jobs in April relative to lower- 

educated workers.29 In the United States,  

employment rates for low-income workers sunk 

by 24 percent as of December 2020. For high- 

income workers, the recession had practically 

ended by the same time, with an observable 

increase in employment of 1 percent compared  

to the beginning of the year.30

Vulnerable workers were also at greater risk of 

experiencing low subjective well-being before the 

pandemic took root. Low-income and low-skill 

workers are typically less satisfied with their jobs 

while also more dependent on them.31 Like many 

other dynamics detailed in this chapter, the labour 

market impacts of the pandemic have seemed to 

fall disproportionally on those already in more 

vulnerable positions, to begin with.

Disproportionate effects of the  
pandemic on young people

Young people are facing multiple social and 

economic shocks resulting from the COVID-19 

crisis. Data from the International Labour  

Organization (ILO) indicates that roughly  

178 million young people – 1 in 4 of the global 

working population between the ages of 15 and 

24 – worked in the hardest-hit sectors when the 

pandemic began. Young women, in particular, 

make up more than half of youth employment in 

food and accommodation. More than 75 percent 

of young workers are also informally employed. In 

low-income countries, this percentage climbs to 

above 90 percent.32

The resulting increases in youth unemployment 

and inactivity have been severe. Between February 

and July 2020, employment among adults  

declined by 5.1 percent, while employment among 

young adults fell by 17.4 percent, more than three 

times as much.33 In the United States, roughly 1 in 

4 young adults were unemployed during the same 

period, an increase of 290 percent from the year 

before.34 By the end of September, young people 

also faced greater than average risks of losing 

their jobs in almost every European country 

(Figure 7.3c). Rates of inactivity among young 

workers have also outpaced corresponding rates 

of inactivity among adults in Australia, Canada, 

South Korea, and the United States.35 Coupled 

with delays to education and training programs, 

obstacles to finding work, and increases in  

loneliness and social isolation, the COVID-19 

pandemic has taken a particularly dramatic toll  

on young people’s well-being.36

Gendered impacts of COVID-19

Women have also been particularly vulnerable 

to the labour market consequences of the  

pandemic. Globally, four in ten employed women 

work in sectors that were hard-hit COVID-19, 

including travel, retail, food, accommodation, and 

services. In low-and middle-income countries, 

women are also much more likely to be employed 

in domestic work, a sector in which three out of 

four workers were at risk of losing their job in 

June 2020. At the same time, women are also 

overrepresented in certain essential sectors, 

including health and social work, exposing  

them to greater physical and mental health  

risks. In many high-income countries, more than  

80 percent of the health workforce is made up  

of women.37 Perhaps, as a result, early estimates 

Coupled with delays to  
education and training programs, 
obstacles to finding work,  
and increases in loneliness and 
social isolation, the COVID-19 
pandemic has taken a particularly 
dramatic toll on young people’s 
well-being.



World Happiness Report 2021

161

Figure 7.3a: Risk of reduced working 
hours by income level (Q2 2020)

Note: Includes 0 to 100% reduction in working 
hours while still remaining employed. Risks  
estimated using logistic regression.

Source: Eurostat (2020)

Figure 7.3b: Decline in  
working hours by skill level  
(Q3 2019 – Q3 2020)

Note: Data refers to low-skill blue-collar workers 
(ISCO08 codes 8 and 9).

Source: Eurostat (2021)
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Figure 3a: Risk of reduced working hours by
income level (Q2 2020)
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Figure 7.3c: Change in  
employment rate by age  
(Q3 2019 – Q3 2020)

Source: Eurostat (2021)
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Figure 7.3d: Change in  
employment rate by gender  
(Q3 2019 – Q3 2020)

Source: Eurostat (2021)
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regarding gender gaps in the ability to work from 

home and employment changes have provided 

mixed results.38 For example, in Europe, women 

were more likely to lose their jobs in Finland, 

France, and Belgium, but not in Sweden, Portugal, 

or Denmark (Figure 7.3d).

Childcare responsibilities arising as a result of 

school closures can also play a role in the reduction 

of working mothers’ labour supply.39 Single 

parents are particularly at risk, of whom almost 

four out of five around the world are women.40 

Single mothers were also much more likely to be 

socioeconomically disadvantaged before the 

pandemic began.41 In the United Kingdom, single 

mothers are more likely to work in hard-hit 

sectors, less likely to own a house, and less likely 

to have access to a car. They have also been much 

more likely to reduce their hours or leave the 

labour force entirely as a result of the crisis.42 In 

the United States – a country in which one in four 

children live in single-parent households, the 

highest rate globally – single mothers have  

been less satisfied with their working hours and 

more likely to report low productivity since the 

pandemic began.43

Figure 7.4: Hours spent on active childcare and home schooling on a “typical”  
workday in early April 2020

Note: The figure shows the average number of hours that men and women reported spending on childcare and 
home-schooling across countries for individuals with children who report working from home. 95% confidence  
intervals displayed.

Source: Adams-Prassl et al. (2020a)
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Yet, even among coupled adults, women have 

seemed to bear the brunt of the burden. Using panel 

data collected in the United States from February 

to April 2020, one study found that mothers had 

reduced their working hours by two hours per week, 

roughly four to five times more than fathers.44 

This trend was even more pronounced among 

parents with young children and did not seem to 

depend on the extent to which either partner 

worked from home. In the early phases of the 

pandemic, mothers in the U.K., U.S., and Germany 

were also spending considerably more time on 

childcare than fathers and slightly more time on 

home-schooling activities.45 Even among working 

parents, large gender gaps in time spent on child-

care remain (Figure 7.4).46 However, there is also 

evidence to suggest that these gender gaps may 

be getting smaller. In many countries, fathers have 

also increased time spent on childcare since the 

beginning of the pandemic, leading to slight shifts 

towards more egalitarian distributions of labour.47

Accommodation, food service, and  
temporary workers have been hit hardest

Differences in the extent to which workers can 

shift to a home office have become extremely 

salient during the pandemic. The ability to work 

from home has been an important predictor of job 

loss.48 These impacts have also varied considerably 

by sector. Accommodation and food service 

employees have been particularly hard hit  

(Figure 7.5). Workers employed under less secure 

work arrangements have also been more likely to 

lose their job or suffer earnings losses during the 

crisis. One study found that roughly 30 percent  

of survey respondents employed under temporary 

contracts in the United States and the United 

Kingdom had lost their job by early April,  

compared to roughly 15 percent of permanent 

employees.49 In Europe, workers on temporary 

contracts were more likely to lose their jobs in the 

second quarter of 2020 than both low-income 

and low-skill workers.50

Figure 7.5: Change in employment by sector in the European Union 
(Q3 2019 – Q3 2020)

Note: Includes data from the EU-27 minus Germany. Sectors broken down by NACE categories. 

Source: Eurostat (2021)
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(Un)employment and well-being  
during COVID-19

Given the vital role that work plays in our lives,  

it is crucial to understand how rising levels of 

unemployment and inactivity have impacted 

well-being. To address this issue, we use data 

from the COVID-19 Behaviour Tracker, a joint 

project between Imperial College London and 

YouGov, which integrates weekly data on behaviour 

and life satisfaction as a response to COVID-19.51 

We restrict our analysis to 32 weeks of data, 

beginning at the onset of the pandemic, that track 

life satisfaction and negative affect on a weekly 

basis for a representative sample of respondents 

from 29 large economies (n=363,768). Between 

April 2020 and January 2021, the average  

respondent in these countries ranked their life 

satisfaction as 6.3 on a 0 to 10-point scale, with  

a standard deviation of 2.0.52

Life satisfaction, unemployment, and inactivity

One of the most robust and well-documented 

findings in the economics of subjective well-being 

is that the unemployed are significantly less 

happy than the employed. Yet, the relationship 

between employment and well-being also tends 

to be moderated by background labour market 

conditions. In times of recession, the negative 

impact of unemployment on subjective well-being 

is generally less severe – an effect that is usually 

attributed to the reduced social stigma associated 

with job loss.53 In the present context, the large 

increases in unemployment and inactivity due to 

the coronavirus may therefore attenuate the 

negative impact of being laid off or reducing 

working hours. At the same time, workers who 

experience hardships associated with COVID-19 

and become more unhappy may also become 

more likely to resign from work or lose their 

jobs.54 This dynamic could lead to even greater 

declines in well-being associated with job loss for 

vulnerable workers during the pandemic.

Figure 7.6 shows the average life satisfaction for 

the unemployed compared to those in part-time 

or full-time employment, averaged across all 

months between April 2020 and January 2021.  

In line with previous findings, we find that in all 

countries, unemployed respondents score  

substantially lower on the Cantril Ladder.  

On average, the life satisfaction of employed 

respondents is 6.4 on a scale from 0 to 10, while 

the life satisfaction of unemployed respondents  

is markedly lower at 5.2. This is a sizable  

difference of 1.2 points, equivalent to 60 percent 

of a standard deviation in life satisfaction.55

Figure 7.6: Life satisfaction by 
employment status around the 
world (2020)

Note: The figure shows average life satisfaction 
differences for unemployed and employed adults 
(full-time and part-time) across 22 large economies. 
Life satisfaction is measured using the Cantril 
Ladder on a scale from 0 to 10. The sample includes 
respondents aged 18 to 65. 95% confidence 
intervals displayed. 

Source: YouGov, Imperial College
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Figure 7.7 shows how life satisfaction by  

employment status varies across gender. When 

employed, men and women have very similar 

levels of life satisfaction. However, unemployment 

appears to decrease men’s happiness more than 

women, though the gap varies significantly across 

countries. This finding, that men tend to be more 

severely affected by unemployment than women, 

is largely consistent with prior evidence and 

appears not to have been dramatically altered by 

the onset of COVID-19.56 In the appendix, we also 

plot patterns of life satisfaction and employment 

for different age groups.57 Across countries, 

middle-aged adults are generally less satisfied 

with their lives when unemployed than other  

age cohorts, although there are some notable 

exceptions, including Brazil, India, and Mexico.58

In Table 7.1, we estimate a linear regression model 

in which life satisfaction is regressed on employment 

status and additional control variables to isolate 

the impact of not being able to work during the 

pandemic. The reference category in terms of 

employment status, in this case, are respondents 

working full-time.59 The coefficients in column (1) 

show that unemployed respondents’ life satisfaction 

is significantly lower than that of people working 

full-time throughout this period. Labour market 

inactivity – characterised by not having a job and 

no longer looking for one – also has a statistically 

significant negative effect on life satisfaction.

In column (2), we add into the equation a set of 

individual characteristics, including age, gender, 

household size, and parenthood status. In column 

(3), we add two variables indicating trust in the 

national healthcare system and trust in the national 

government.60 Finally, in column (4), we add a 

series of health-related control variables, including 

the presence of any pre-existing conditions, 

Figure 7.7: Life satisfaction by employment status and gender (2020)

Note: Employed includes both full-time and part-time. Life satisfaction is measured using the Cantril Ladder  
on a scale from 0 to 10. The sample includes respondents aged 18 to 65. 95% confidence intervals displayed.

Source: YouGov, Imperial College
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Table 7.1: Determinants of life satisfaction during the COVID-19 pandemic

 (1)  (2)  (3)  (4)

Cantril Ladder (0-10)  

 Full-time (reference)

 

 Unemployed -1.376*** -1.349*** -1.321*** -1.300***

(0.069) (0.066) (0.066) (0.063)

 Inactive -0.703*** -0.788*** -0.769*** -0.732***

(0.111) (0.108) (0.107) (0.097)

 18-24 -0.175* -0.159* -0.204**

(0.084) (0.086) (0.086)

 25-34 -0.000 0.007 -0.027

 (0.039) (0.039) (0.039)

 35-44 (reference)

 

 45-54 0.011 -0.003 0.023

 (0.045) (0.045) (0.045)

 55-64 0.194** 0.160* 0.219**

 (0.080) (0.080) (0.081)

 65+ 0.606*** 0.576*** 0.647***

 (0.169) (0.165) (0.166)

 Male -0.129*** -0.124*** -0.122***

 (0.025) (0.027) (0.026)

 Live alone -0.449*** -0.441*** -0.438***

 (0.039) (0.040) (0.035)

 Parent 0.249*** 0.240*** 0.248***

 (0.045) (0.044) (0.041)

 Trust in health system 0.397*** 0.352***

 (0.024) (0.023)

 Trust in government 0.296*** 0.265***

 (0.047) (0.044)

 Health controls No No No Yes

 Country fixed effects Yes Yes Yes Yes

 Week fixed effects Yes Yes Yes Yes

 Constant 6.490*** 6.586*** 6.131*** 6.616***

(0.022) (0.059) (0.076) (0.091)

 Mean dependent var 6.183 6.183 6.183 6.183

 Observations 97613 97613 97613 97613

 R-squared 0.102 0.116 0.134 0.151

Note: Regressions are estimated using OLS. Heteroskedasticity robust standard errors are reported in parenthesis, 
adjusted for clustering at the country level. Health controls include presence of pre-existing conditions, individual and 
household COVID-19 status, ability to isolate, and willingness to isolate. *** p<.01, ** p<.05, * p<.1

Source: YouGov, Imperial College
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whether or not the respondent or anyone else in 

the household has tested positive for COVID-19, 

ability to isolate, and willingness to isolate. Overall, 

we find highly consistent associations between 

unemployment, inactivity, and subjective well- 

being. Once the full suite of control variables is 

added, we find that, relative to full-time workers, 

unemployment predicts a 1.3-point decline in life 

satisfaction, while inactivity predicts a 0.7-point 

decline on a scale from 0 to 10. These effects 

render employment status one of the most 

important predictors of subjective well-being 

during the COVID-19 crisis across countries.

Negative affect and employment status

In this section, we consider the association  

between employment status and negative affect. 

Our dataset records responses along four  

dimensions: depression, anxiety, worry, and lack 

of interest in daily activities. Responses to each 

negative affect question are recorded on a scale 

from 0 to 3, where higher values correspond to 

higher levels of negative affect.61 Responses to 

these four questions are then aggregated to 

provide an overall assessment of negative affect 

on a scale from 0 to 12, with a mean value of 3.7. 

Disaggregated regressions for each dimension  

are also provided in the appendix.62

Table 7.2 shows how variation in negative affect  

is explained by employment status, personal 

characteristics, trust in institutions, health status, 

and country and week fixed effects. Those who 

report being unemployed or inactive during the 

pandemic report significantly higher levels of 

negative affect than those who are employed on  

a full-time basis. The standard deviation of the 

negative affect index variable is about 3.3 on a 0 

to 12-point scale, indicating that the coefficients 

on unemployment and inactivity are both  

statistically and meaningfully significant. Even 

after including an extensive set of controls, 

unemployed respondents score 1.2 points  

(0.4 standard deviations) higher in negative  

affect than full-time workers, while those who  

are out of the labour force report negative  

affect scores that are 0.67 points (0.2 standard 

deviations) higher. 

Age, gender, and employment  
status during COVID-19

Given the unequal impacts of the crisis, it is worth 

commenting on differential well-being impacts of 

unemployment by age and gender. First, we find 

that every age group reported higher levels of  

life satisfaction than young people (18-24) during 

the pandemic, a difference that also seems to 

increase with age (Table 7.1). Related research 

conducted during COVID-19 has documented 

similar decreases in life satisfaction among young 

people.63 These trends are notably different from 

past studies before the crisis, which tend to track 

a U-shape curve in life satisfaction over the life 

course.64 At the same time, we also find that 

young people have seemed to experience higher 

levels of negative affect than older adults  

(Table 7.2). Taken together, this evidence  

suggests that young people’s subjective well- 

being has been dramatically impacted by the 

onset of the pandemic, more so than almost  

any other age group. 

However, in the appendix, we provide evidence 

that the effect of unemployment on life satisfaction 

and on negative affect has been comparatively 

smaller for young people than for older adults 

throughout the crisis.65 Instead, we observe 

particularly pronounced effects of unemployment 

on well-being for those middle-aged and older. 

This could indicate that young people may expect 

the difficulties in finding work to pass once the 

pandemic has subsided, while older adults who 

have lost their job in the midst of COVID-19 may 

be less optimistic.66 While we observe slight 

increases in the impact of inactivity on negative 

affect for middle-aged adults relative to young 

people, these differences prove to be only  

marginally significant. 

In line with previous studies, we also find that  

the effects of unemployment on life satisfaction 

for men have been more severe than for women 

throughout the pandemic.67 Labour market 

inactivity has also seemed to reduce life  

satisfaction more for men than for women, to  

an even greater extent than the gendered impact 

of unemployment.68
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Table 7.2: Determinants of negative affect during the COVID-19 pandemic

 (1)  (2)  (3)  (4)

Negative affect (0-12)  

 Full-time (reference)

 

 Unemployed 1.354*** 1.257*** 1.213*** 1.204***

(0.113) (0.107) (0.107) (0.092)

 Inactive 0.736*** 0.753*** 0.724*** 0.663***

(0.185) (0.194) (0.193) (0.159)

 18-24 0.831*** 0.812*** 0.776***

(0.071) (0.071) (0.068)

 25-34 0.448*** 0.437*** 0.424***

(0.057) (0.058) (0.056)

 35-44 (reference)

 45-54 -0.325*** -0.304*** -0.355***

(0.077) (0.077) (0.077)

 55-64 -0.731*** -0.680*** -0.846***

(0.107) (0.104) (0.106)

 65+ -1.127*** -1.082*** -1.302***

(0.151) (0.147) (0.156)

 Male -0.370*** -0.375*** -0.441***

(0.071) (0.064) (0.058)

 Live alone 0.371*** 0.362*** 0.337***

(0.072) (0.075) (0.064)

 Parent 0.122** 0.134** 0.009

(0.053) (0.049) (0.036)

 Trust in health system -0.660*** -0.565***

(0.062) (0.051)

 Trust in government -0.375*** -0.327***

(0.084) (0.079)

 Health controls No No No Yes

 Country fixed effects Yes Yes Yes Yes

 Week fixed effects Yes Yes Yes Yes

 Constant 3.603*** 4.163*** 4.853*** 3.790***

(0.039) (0.100) (0.065) (0.102)

 Mean dependent var 3.903 3.903 3.903 3.903

 Observations 91981 91981 91981 91981

 R-squared 0.041 0.067 0.081 0.127

Note: Regressions are estimated using OLS. Heteroskedasticity robust standard errors are reported in parenthesis, 
adjusted for clustering at the country level. Health controls include presence of pre-existing conditions, individual and 
household COVID-19 status, ability to isolate, and willingness to isolate. *** p<.01, ** p<.05, * p<.1

Source: YouGov, Imperial College
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Parenthood and unemployment

In Table 7A.4 in the appendix, we also consider 

the impacts of unemployment and inactivity on 

life satisfaction for adults with and without 

children. First, it is worth noting that both men 

and women with children have generally reported 

higher levels of life satisfaction than non-parents 

throughout the crisis.69 However, the interactions of 

parenthood and unemployment on life satisfaction 

prove to be insignificant. In other words, we do 

not find strong evidence that having children 

exacerbated the impact of unemployment on life 

satisfaction during the pandemic. 

However, we do observe that having children in 

the household can mitigate the negative impact 

of inactivity on life satisfaction. While the overall 

impact of inactivity is still negative, men and 

women with children seemed to have experienced 

less severe reductions in life satisfaction as a 

result of being out of the labour force than those 

without children. This dynamic may suggest that 

adults with children who have left the labour 

market due to the pandemic have been able to 

spend more time with their children at home, 

thereby attenuating the negative effects of the 

crisis on life satisfaction.

We also find that, while having children predicts 

higher levels of negative affect for both men and 

women, having children does diminish the affective 

impact of unemployment for men and inactivity 

for women. Overall, we find that men without 

children experience a sharper uptick in negative 

affect as a result of unemployment and inactivity 

than any other group under consideration.70

Labour market policy responses  
to COVID-19 and well-being

While most governments have adopted measures 

to protect workers from labour market shocks 

related to COVID-19, there has been a large 

degree of variation in the responses and policy 

packages implemented by different countries. 

Following our discussion in earlier sections, we 

distinguish between policies focused on job  

retention, which aim to keep workers employed in 

their jobs, and interventions focused on income 

replacement, aiming to top up lost wages without 

necessarily maintaining employment contracts.

Alongside their economic effects, these strategies 

are also expected to have differential effects on 

subjective well-being. Most importantly, income 

replacement schemes are not designed to address 

the non-pecuniary aspects of work. While  

maintaining a sustainable source of income is 

undeniably important to well-being, employed 

workers also benefit from a broad range of 

non-monetary rewards. Jobs can provide a  

source of meaning, community, and social status. 

Therefore, job retention policies are likely  

preferable to income replacement policies from 

 a well-being perspective, as the former are better 

poised to keep these non-financial advantages  

of employment intact.

In this section, we look at three large economies 

that have adopted different labour market policies: 

Germany, which focused on job retention using 

short-time work schemes; the United Kingdom, 

which focused on job retention using wage 

subsidy schemes; and the United States, which 

focused largely on income replacement.

In Germany, workers have benefited from 

Kurzarbeit, a long-running program that allows 

employers to reduce their employees’ working 

hours up to 100 percent, with the state covering 

all or most of the difference in lost wages. In 

March 2020, the German government expanded 

access to the program and loosened the eligibility 

criteria so that more businesses would be able to 

apply for benefits. Governments in the United 

Kingdom and the United States also introduced 

relief packages to assist workers, though they 

have generally been more restrictive.71 In the U.K., 

the Coronavirus Job Retention Scheme allowed 

firms to furlough workers for up to three months 

while replacing 80 percent of employees’ lost 

wages, for up to £2,500 per month. However, 

unlike the German Kurzarbeit, furloughed workers 

were not allowed to undertake any work for their 

employers in the initial phase of the program.72 

From July 2020 onwards, this policy was adjusted 

to allow employees to work part-time. In the 

United States, the Coronavirus Aid, Relief, and 

Economic Security (CARES) Act included provisions 

to subsidize firms’ labour costs, although few 

firms took up the program. The program’s rollout 

was limited by administrative bottlenecks, lack of 
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awareness, weak financial incentives, and caps on 

reductions in working hours.73 In practice, the 

United States relief effort functioned much more 

effectively as an income replacement scheme. 

Initially, unemployment benefits were increased to 

$600 per week for four months, and households 

earning under $75,000 per year were sent one-

time direct payments of $1,200, plus an extra 

$500 per child. Likely as a result of these divergent 

approaches, rates of unemployment and inactivity 

increased much more in the United States than in 

the United Kingdom or Germany.74

To consider the well-being implications of these 

approaches, we plot national averages of life 

satisfaction (Figure 7.8a) and negative affect 

(Figure 7.8b) for all three countries starting in 

April 2020.75 Data for the United States extends 

until mid-September, while data for the United 

Kingdom and Germany extends through December. 

For both Germany and the U.K., we see slight 

increases in life satisfaction from April onwards 

followed by slight decreases as both countries 

entered second waves of infections in autumn. 

However, while Germany never drops below initial 

record levels, the trend in the U.K. becomes 

increasingly negative towards the end of the 

summer. Both trends are also dramatically different 

than the United States, which sees a steep linear 

decline in life satisfaction throughout the spring 

and summer. In September, respondents in the 

U.S. rated their life satisfaction to be 0.2 points 

lower than Germany, even though the former 

reported higher levels of life satisfaction at the 

start of the pandemic in April. 

In terms of negative affect, we see a sharp  

divergence between Germany and the United 

States, and the United Kingdom. Respondents in 

the latter two countries not only reported higher 

levels of negative affect, to begin with, but also 

seemed to experience steeper increases as time 

went on. By September, negative affect had 

increased by 10 percent in the United States and  

6 percent in the United Kingdom. In Germany, 

negative affect had decreased by 2 percent by 

the same time. However, Germany then began to 

experience increases in negative affect towards 

the end of the year, while negative affect in the 

United Kingdom began to steadily decline.

Figure 7.8a: Life satisfaction  
over time (0–10)

Figure 7.8b: Negative affect over 
time (0–12)
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Figure 8a: Life satisfaction over time (0-10)
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Figure 8b: Negative affect over time (0-12)
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While this analysis does not allow for causal 

interpretations, it does suggest that Germany and 

the United Kingdom, both of which adopted 

policies aimed at job retention, have been better 

able to withstand the negative well-being impacts 

of the pandemic than the United States.

Employee well-being during the  
COVID-19 pandemic

Thus far, we have mostly considered the well- 

being impacts of unemployment and inactivity. In 

this section, we turn our focus to those who have 

remained employed. The landscape of work has 

changed dramatically as a result of COVID-19. 

Many workers have begun working from home, 

while others have had to reduce their working 

hours. At the same time, employees in key  

professions may have seen their workload increase 

dramatically, while being exposed to additional 

workplace stressors and health risks. Changes to 

workplace conditions and cultures brought on by 

the crisis are likely to have long-lasting impacts. 

Many of the world’s largest companies, including 

Google, Facebook, Twitter, Amazon, and Viacom, 

have announced plans to allow employees to 

continue working remotely after the pandemic has 

subsided.76 Therefore, it is crucial to understand 

how employees have fared in this new world of 

work, and what these effects may tell us about 

the future of work.

For those remaining at work, how was their 
well-being affected?

In this section, we consider the evolution of 

worker well-being throughout the pandemic thus 

far. To do so, we make use of a novel proprietary 

dataset set collected in the United States.  

Beginning in November 2019, the jobs website 

Indeed.com has been collecting data on employee 

happiness in an effort to assist jobseekers in their 

job search and decision-making process by 

providing them with company reviews from 

current and former employees. Since then, the 

company has amassed a very large and growing 

depository of data on workplace happiness in the 

United States, with over 5 million individual 

responses so far.

The great benefit of this unique dataset is its 

sheer size. Even over a relatively short period, 

such a large number of observations allows for a 

granular look at workplace happiness across 

companies, locations, and time. However, because 

users decide for themselves whether or not to use 

the site and whether or not to review the company 

they currently work for, the sample is, of course, 

not a random or nationally representative one. 

Average estimates of workplace happiness may  

be biased if, for example, very happy or very 

disgruntled employees are more motivated to fill 

in the survey. However, to the extent that these 

potential sources of bias are evenly distributed 

across companies and over time, it may neverthe-

less be instructive to observe trends in the evolution 

of workplace happiness during the pandemic. 

Since users can review companies they currently 

and formerly work for, we limit the sample for  

our purposes here to include only a subset of 

respondents who we are most confident currently 

work for the company they are reviewing. In this 

case, we are primarily concerned with the extent 

to which respondents agree with the following 

statement: “I feel happy at work most of the time.” 

Responses are recorded from 1 (strongly disagree) 

to 5 (strongly agree).77 This number is then 

rescaled by Indeed to provide an overall indication 

of workplace happiness from 0 to 100.78

In order to study the evolution of workplace 

happiness over time, we first plot average daily 

happiness using the raw data in Figure 7.9,  

overlayed with a local regression (or “lowess”)  

line of best fit. We find that workplace happiness 

declined throughout January and February, as the 

beginnings of the crisis unfolded. This downward 

trend reaches its bottom and levels out around 

the time that the federal government declared a 

national state of emergency, and various state and 

local governments began to impose stay-at-home 

orders. Perhaps counterintuitively, workplace 

happiness then proceeded to increase, reaching 

the year’s high around the time $1,200 stimulus 

checks were mailed out to recipients in mid-April 

as a result of the CARES Act. 

Given our dataset’s limitations, it is impossible for 

us to say exactly why workplace happiness 

increased following the state of emergency 



World Happiness Report 2021

174

declaration and remains open to future research. 

One conjecture is that the uncertainty of a rapidly 

unfolding crisis was eased once local governments 

began to respond to the severity of the crisis with 

policy measures, and many people were ordered 

to stay home. During this period, the federal 

government also began negotiating a stimulus 

package, which may have helped to soothe  

some workers’ fears of job loss and provided the 

reassurance of an eventual cash stimulus payment. 

In the final sections of this chapter, we present 

related evidence that happiness levels reached 

their lowest point in the United Kingdom just 

before lockdowns were implemented, after which 

they began to recover. Taken together, this may 

suggest that uncertainty and anticipation effects 

could have had stronger negative effects on 

well-being than government policy throughout 

the crisis.

Another possibility is more mechanical. As we 

have seen elsewhere in this chapter, this phase  

of increasing workplace happiness in March and 

April coincided with an unprecedented and 

precipitous rise in unemployment.79 It is worth 

re-iterating that ours is not a measure of average 

workforce happiness, but only of average  

happiness for those currently employed. As a 

result, we are only observing those who remain in 

work – the “survivors” in this period. This changing 

Figure 7.9: Happiness at work in the United States during the COVID-19 pandemic

Note: Lowess line of best fit displayed using a bandwidth of 0.05. Currently employed workers only. See text for 
further details.

Source: Indeed.com

First U.S.
COVID-19
Case

National Emergency
Declared

CARES Act
Enabled

Stimulus
Payments Start

60

65

70

75

80

85

90

1-
Ja

n-
20

1-
Feb

-2
0

1-
M

ar
-2

0

1-A
pr-

20

1-
M

ay
-2

0

1-
Ju

n-
20

1-
Ju

l-2
0

1-A
ug

-2
0

1-
Sep

-2
0

1-
O

ct
-2

0

1-
N
ov

-2
0

1-
D
ec

-2
0

1-
Ja

n-
21

H
a
p

p
in

e
ss

 a
t 

w
o

rk
 (

0
-1

0
0

)

Figure 9: Happiness at work in the United States during the COVID-19 pandemic
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composition of the sample may account for at 

least some of the observed changes in happiness. 

For example, (a) happier workers may have been 

more likely to retain their jobs in any given  

occupation or industry, (b) higher wage (and 

generally happier) industries were less acutely 

affected, (c) workers’ reference groups may have 

changed, and/or (d) workers remaining employed 

may have been more able to work from home in 

the first place, and therefore less negatively 

affected by workplace closures.80 Given the 

limitations of our data, we cannot easily distinguish 

between these potential explanations.

Workplace happiness then began to decline after 

the initial boost in March and April. Interestingly, 

the lowest point of the year was not when a 

national emergency was declared, but later in the 

year, once workers’ resilience ostensibly began to 

wear off and the long-haul nature of the pandemic 

became a reality. Happiness levels continued to 

erode in autumn and still had not recovered by 

the end of the year. This is notable since, by 

autumn, employment levels among high-wage 

workers had fully returned to pre-pandemic levels 

in the United States, while employment levels for 

middle-wage workers and especially low-wage 

workers remained well below the baseline.81 

Inasmuch as this changing composition of the 

national workforce is reflected in our sample, the 

fact that happiness levels did not increase even as 

high-wage workers were increasingly re-hired is 

worth highlighting. The lack of a summer recovery 

in happiness levels is also somewhat at odds with 

trends observed in other countries, including the 

United Kingdom and Germany.82 However, while 

many European countries experienced declines in 

COVID-19 cases after the first wave in the spring, 

the United States experienced an even more 

dramatic second wave throughout the summer 

months. Nevertheless, it is again important to 

stress that these explanations should be interpreted 

with caution because the sample is not randomly 

collected or nationally representative. It remains 

possible that at least some of the observed 

changes in happiness may be attributable to 

changes in data collection procedures.83 Future 

research using more traditional academic and 

government data sources may begin to shed 

more light on these dynamics.
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Table 7.3: Drivers of happiness at 
work before and after the onset of 
the COVID-19 in the United States

Happiness at work (0-100) Coef. Std. Err.

Achieve 1.679*** (0.027)

Purpose 2.883*** (0.033)

Learn 1.717*** (0.032)

Flexibility 5.014*** (0.026)

Paid fairly 2.311*** (0.025)

Manager 0.857*** (0.036)

Support 2.287*** (0.043)

Appreciate 1.599*** (0.042)

Trust 2.154*** (0.044)

Belonging 6.063*** (0.045)

Inclusive 3.530*** (0.038)

COVID x Achieve -0.124*** (0.048)

COVID x Purpose -0.184*** (0.059)

COVID x Learn -0.159*** (0.056)

COVID x Flexibility 0.158*** (0.047)

COVID x Paid fairly -0.019 (0.044)

COVID x Manager 0.246*** (0.064)

COVID x Support 0.089 (0.077)

COVID x Appreciate 0.017 (0.075)

COVID x Trust 0.013 (0.079)

COVID x Belonging 0.082 (0.081)

COVID x Inclusive 0.093 (0.069)

Constant 69.428*** (0.013)

Mean dependent var 70.30

Observations 968,363

R-squared 0.836

Note: Dependent variable is workplace happiness 
on a 0-100 scale. All explanatory variables are 
z-scored to have a mean of 0 and standard 
deviation of 1. Standard errors reported in  
parentheses. Data is drawn from Indeed.com 
company surveys and restricted to include 
currently employed respondents. “COVID” 
represents a dummy variable for April, May,  
and June 2020; the omitted category is  
December 2019, January, and February 2020. 
The regression includes fixed effects for company, 
occupation, date, U.S. state, and review page 
source. 

*** p<.01, ** p<.05, * p<.1

Source: Indeed.com

Drivers of employee well-being in times of crisis

Alongside the happiness question, survey  

respondents on Indeed.com were also asked 

about eleven “drivers” of workplace well-being as 

part of the company reviewing process.84 In this 

section, we use this data to consider how job and 

workplace characteristics shaped employee 

well-being throughout the course of the pandemic. 

We look at the extent to which workers (1) feel 

they achieve their goals at work, (2) have a clear 

sense of purpose, (3) feel appreciated, (4) feel a 

sense of belonging, (5) have the time and location 

flexibility they need, (6) work in an inclusive and 

respectful environment, (7) learn at work, (8) have 

a manager who helps them succeed, (9) are paid 

fairly, (10) feel supported, and (11) trust their 

colleagues.85 Our intention in this section is not 

only to assess the degree to which of these 

drivers are correlated with workplace happiness, 

but also to consider if and to what extent their 

importance has shifted throughout the course of 

the pandemic.

To this end, we again restrict the sample to 

include only respondents who we are confident 

are currently employed at the company they are 

reviewing. In Table 7.3, we regress workplace 

happiness (measured on a scale from 0 to 100) on 

this set of eleven drivers (each one of which we 

z-score to have a mean of 0 and standard deviation 

of 1). We use data recorded prior to March 1, 2020, 

and after April 1, 2020.86 We create an indicator 

variable for the period after the onset of COVID-19 

– i.e., after April 1 – and interact it with each 

driver.87 Finally, we include a battery of fixed 

effects, including the date of survey completion, 

company, occupation, where the respondent 

clicked through to the survey, and state.88 To help 

visualize these dynamics, coefficients associated 

with each driver are plotted on a month-to-month 

basis in Figure 7.10.89

While all of the eleven drivers are significantly 

related to happiness, we can also observe a number 

of changes in the strength of these correlations  

as the year progressed.90 We note two broad 

developments here. First, more eudaimonic 

drivers of workplace happiness – achievement, 

purpose, and learning at work – appear to have 

declined in importance.91 Amid rising unemployment 
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and shifts to remote working environments, this 

may suggest that employees have come to value 

their work for more fundamental reasons during 

the pandemic and may simply be happy to have a 

reliable source of income. These developments 

may also have long-term consequences. For 

example, there is an intriguing possibility that 

young people who come of age during this crisis 

may be more likely to prioritize financial security 

than job meaning or purpose as they enter the 

workforce. We will return to this issue in the final 

section of this chapter.

Figure 7.10: Drivers of happiness at work before and after the onset of COVID-19 
in the U.S. (monthly)

Note: Coefficients plotted from seven regression models with monthly samples restricted from December 2019 to 
June 2020. In all cases, workplace happiness serves as the dependent variable, on a 0 to 100 scale, and drivers as  
the key independent variables of interest (all z-scored). Fixed effects included for the date of survey completion, 
company, occupation, response collector link, and state. Sample includes employees reviewing companies they 
currently work for. 95% confidence intervals displayed.

Source: Indeed.com
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The second notable development is that, as the 

pandemic worsened, flexible work schedules and 

supportive management have become even  

more important. With ever-changing workplace 

restrictions, it may be unsurprising that workers 

have come to value time and location flexibility 

more than ever before. Yet, the role of managers 

has also increased in importance to an even greater 

degree. Past research suggests that the more 

employees work from home, the more likely they 

are to depend on their supervisors’ frequent 

contact.92 Since the onset of the crisis, many 

workers have reported feeling unprepared to fulfil 

their responsibilities, again underscoring the need 

for good communication between managers and 

employees.93 Our analysis in this section reflects 

these trends.

However, despite these modest changes, it is 

worth noting that the drivers of workplace 

well-being have generally remained constant 

since the onset of COVID-19. Even in turbulent 

times, the well-being of workers is highly  

dependent on consistent and fundamental  

drivers. As a result, organizations that cultivate 

workplace environments to foster and sustain 

these drivers in good times may also be better 

prepared to withstand labour market shocks  

and support employee well-being in times of 

economic uncertainty. 

Resilience

As documented in earlier sections, the conse-

quences of the pandemic on the global labour 

market have been unequally shared. Yet even for 

workers faced with similar prospects and labour 

market outcomes, some have been better able to 

maintain high levels of well-being than others. To 

better understand the determinants of worker 

resilience throughout the crisis, in this section,  

we will focus on the United Kingdom using  

two longitudinal datasets. The first is a weekly 

quasi-panel study surveying representative 

samples of the British public from January to 

December 2020, provided by YouGov.94 The 

second is a weekly panel study surveying  

respondents over time from April to December 

2020, provided by University College London.95

White- and blue-collar workers

In this section, using data provided by the YouGov 

Weekly Tracker, we consider the happiness 

trajectories of white- and blue-collar workers  

who remained employed throughout the crisis. 

White-collar workers include managers, senior 

administrators, higher technical workers, profes-

sionals, and clerical workers. Blue-collar workers 

include those performing skilled or unskilled 

manual labour. In Figure 7.11, we plot the percent 

of each group reporting feeling happy in the 

previous week.96 Dotted vertical lines indicate 

national lockdowns implemented in the United 

Kingdom on March 23 and November 5.97

First, it is worth noting the consistent gap in 

happiness levels between white- and blue-collar 

workers. From January to March of 2020, roughly 

12 percent more white-collar workers reported 

feeling happy than blue workers, a gap that 

widened to 14 percent from April to December,  

on average. However, the size of this gap also 

varied throughout the year, with the smallest 

differences recorded at the time of the first and 

second lockdowns.

In line with previous results reported in this 

chapter, both groups’ happiness levels also began 

to decline dramatically in February and March, 

before the first national lockdown was implemented. 

Both declines are roughly comparable, reaching 

The drivers of workplace  
well-being have generally  
remained constant since  
the onset of COVID-19.  
Even in turbulent times,  
the well-being of workers is  
highly dependent on consistent 
and fundamental drivers.
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lows of 35 percent for white-collar workers and  

31 percent for blue-collar workers. Beginning in 

April, happiness levels began to steadily rebound 

for both groups, although white-collar workers 

recovered faster than blue-collar workers after the 

first wave. Whereas 40 percent of white-collar 

workers reported feeling happy by mid-April, it 

took another six weeks for blue-collar workers to 

reach the same milestone. This upward trend 

continued throughout the summer until both 

groups had almost fully recovered to baseline 

levels in August. However, fewer workers in both 

groups then began to report feeling happy in the 

period leading up to the second lockdown. These 

drops were again roughly proportional, though in 

this case, a higher percentage of white-collar 

workers seem to have been affected than 

blue-collar workers.

While we can’t rule out the possibility that  

survivorship bias may again drive some of the 

happiness recoveries after the first wave, this 

dynamic may be expected to affect both groups 

of workers equally. Overall, this analysis would 

suggest that, at least among these two groups, 

the government response to coronavirus was not 

responsible for the most severe drops in employee 

well-being. Rather, anxieties relating to the spread 

of the virus itself, anticipated future lockdowns,  

or uncertain employment prospects seem more 

likely to be driving declines in happiness  

throughout the pandemic.98

Social support protects against the negative 
impact of being unable to work

Earlier in this chapter, we found that having 

children seemed to protect against some of the 

negative well-being impacts of not having a job 

during the pandemic, especially for men. However, 

while rates of unemployment and inactivity have 

certainly increased in many countries worldwide, 

Figure 7.11: Changes in happiness for workers during COVID-19  
in the United Kingdom

Note: Lowess smoothed regression lines displayed from national weekly averages using a bandwidth of 0.15. 

Source: YouGov Weekly Tracker
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the crisis has also resulted in many more subtle 

labour market effects. Even for workers who have 

not lost their jobs, many have been unable to 

work for short periods of time due to virus  

infections or exposure, to take care of loved ones, 

or because workplace closures or restrictions 

temporarily prevented them from doing so. How 

these workers have fared throughout the crisis is 

crucial to understanding the full well-being 

impact of COVID-19. In this section, we will again 

focus on the United Kingdom using data provided 

by the UCL Social Study, a longitudinal panel 

documenting changes in social behaviour and 

mental health in the U.K. since April 2020.

As has been documented in numerous editions  

of this report, social connection has consistently 

proven to be one of the essential drivers of 

subjective well-being. Here we consider social 

connection in terms of subjective loneliness 

assessed using the three-item UCLA Loneliness 

Scale.99 We limit the sample to those employed  

at the beginning of the survey period and split 

respondents into two groups, one containing 

respondents who report rarely feeling lonely and 

the other containing respondents who report 

often feeling lonely.100 Throughout the pandemic, 

respondents in the U.K. who were not lonely 

reported average life satisfaction scores of 7.0 on 

a scale from 0 to 10, while those who were lonely 

reported average scores of 4.9 points. In other 

words, non-lonely respondents were roughly 43 

percent more satisfied with their lives than lonely 

respondents, representing a substantial difference 

in quality of life.

Feeling isolated may also make it more difficult  

to deal with negative life events. In Figure 7.12, we 

document changes in life satisfaction for lonely 

and non-lonely respondents in the eight weeks 

before and after the first time in the survey period 

where they reported being unable to work.101  

Figure 7.12: Life satisfaction changes before and after work stoppage in the U.K.

Note: Happiness levels are averaged by week and normalized to a baseline level recorded eight weeks before the first 
work stoppage recorded in the survey period. Lowess smoothed regression lines displayed using a bandwidth of 0.5. 

Source: UCL COVID-19 Social Study
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In the weeks leading up to the work stoppage,  

we notice a potential anticipation effect for both 

groups, as life satisfaction levels begin to decline 

steadily. However, for lonely respondents, this 

drop becomes substantially larger than for 

non-lonely respondents. By the time they stopped 

working, lonely respondents’ life satisfaction had 

dropped by 15 percent of its baseline level, while 

the life satisfaction of non-lonely respondents had 

declined by 9 percent. Feeling lonely also seems 

to predict a slower pace of recovery. While we  

do not observe full adaptation for either group, 

non-lonely respondents had recovered to  

95 percent of their baseline life satisfaction five 

weeks later. Lonely respondents had still not 

reached this milestone eight weeks on.

To further investigate these dynamics, in Table 7.4, 

we consider the effect of stopping work on life 

satisfaction using fixed effects regressions con-

trolling for individual and time fixed effects. We 

find significant and meaningful differences between 

the impact of work stoppages for lonely and 

non-lonely respondents. While not being able to 

work reduces life satisfaction by 0.28 points for 

those who are not lonely, this figure rises by 

roughly one third to 0.38 points for lonely  

respondents. Taken together, this evidence  

suggests that social support networks can help to 

buffer against the negative impacts of hard times.

Impact of furloughing on subjective well-being

In response to the economic consequences of the 

pandemic, many governments introduced labour 

market legislation to protect workers against 

reductions in working hours and losses in income. As 

discussed earlier, the United Kingdom government 

enabled firms to furlough workers for up to three 

months while replacing 80 percent of employees’ 

lost wages for up to £2,500 per month. However, 

until July 2020, to receive these benefits, workers 

could not undertake any paid work for their 

employers. In this section, we consider the potential 

well-being impacts of this scheme. In this case, we 

limit our sample to include workers who were 

employed part-time or full-time at the beginning 

of the survey period, but then stopped working 

entirely and were either (a) furloughed without 

any income loss, (b) furloughed with income loss, 

or (c) stopped work without being furloughed  

at all.102

Table 7.4: Effect of work stoppage on life satisfaction by loneliness

Full sample Full sample Not lonely Lonely

(1) (2) (3) (4)

Life satisfaction (0-10)

 Stop work

 

-0.330*** -0.278*** -0.275*** -0.379***

(0.020) (0.026) (0.026) (0.030)

 Stop work x Lonely

 

-0.101***

(0.039)

 Constant

 

5.653*** 5.652*** 6.254*** 4.808***

(0.029) (0.029) (0.034) (0.051)

 Mean dependent var 6.173 6.173 6.173 6.173

 Observations 407187 407187 240682 166505

 R-squared 0.039 0.039 0.045 0.038

Note: Fixed effects regression controlling for individual and week fixed effects. Heteroskedastic robust standard errors 
clustered at the individual level are reported in parenthesis. *** p<.01, ** p<.05, * p<.1

Source: UCL COVID-19 Social Study
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Figure 7.13: Life satisfaction changes before and after work stoppage in the U.K. 
depending on furlough status

Note: Happiness levels are averaged by week and normalized to a baseline level recorded eight weeks before the first 
work stoppage recorded in the survey period. Lowess smoothed regression lines displayed using a bandwidth of 0.5. 

Source: UCL COVID-19 Social Study
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In Figure 7.13, we plot average changes in life 

satisfaction levels for all three groups of workers 

four weeks before and after stopping work for  

the first time in the survey period. Regardless  

of furlough status or income loss, all groups  

of workers appear to suffer a decline in life 

satisfaction when unable to work. However, for 

workers who are furloughed without any income 

losses, this decline never exceeds 6 percent. On 

the other hand, the life satisfaction of furloughed 

and non-furloughed workers with income losses 

drops by 10 and 21 percent, respectively.  

Moreover, only furloughed workers without any 

income loss achieve full adaptation four weeks 

later. This may suggest that furlough schemes in 

which wages are replaced in full protect the 

well-being of affected workers better than those 

with only partial income replacement.

Table 7.5 expands this analysis by estimating  

the effect of stopping work on life satisfaction 

depending on furlough status and income losses 

using a fixed effects regression controlling for 

individual and week fixed effects.103 Once again, 

we find that stopping work has a negative impact 

on life satisfaction, regardless of furlough status 

or income losses.104 Even for workers who suffered 

no income losses due to being furloughed, their 

life satisfaction declined by 0.39 points relative to 

those who were able to continue working. These 

dynamics again indicate that the relationship 

between work and well-being extends beyond 

pecuniary benefits alone. This would also seem to 

run counter to classic tenets of economic theory, 

which understand the relationship between 

employment and welfare exclusively in terms of 

financial compensation. From this perspective, 

workers who stopped working without any lost 

income should not only have experienced no 
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Table 7.5: Impacts of stopping 
work depending on furloughing

Life satisfaction (0-10) Coef. Std. Err.

Did not stop work (reference)

Stopped work, furloughed,  
no income loss

-0.393** (0.154)

Stopped work, furloughed, 
income loss

-0.538*** (0.154)

Stopped work,  
not furloughed, income loss

-0.546*** (0.119)

Constant 5.681*** (0.217)

Mean dependent var 6.221

Observations 154,978

R-squared 0.029

Note: Fixed effects regression controlling for 
individual and week fixed effects. Heteroskedastic 
robust standard errors clustered at the individual 
level are reported in parenthesis.  
*** p<.01, ** p<.05, * p<.1

Source: UCL COVID-19 Social Study

decline in welfare but actually experienced a 

welfare gain. We do not observe this to be the 

case. However, we do find suggestive evidence 

that workers who suffered no income losses as a 

result of being furloughed were better off than 

workers who did. Yet, these differences are mostly 

within the margin of error.

Lessons for the “future of work” 

Throughout this chapter, we have documented 

stark labour market impacts brought on by the 

coronavirus crisis and their impact on workers’ 

well-being. While the crisis itself might end soon, 

its impact on the global world of work may well 

endure. In the wake of the crisis, it is possible that 

some workers may begin to look for jobs that are 

more meaningful and that have strong social 

support networks, while others may begin to 

prioritize earnings and job security. The dynamics 

of these effects are difficult to predict, though 

documented changes in labour market expectations 

in the aftermath of previous recessions may 

provide some indication. Using longitudinal data 

on more than 20,000 workers in the United States 

from 1973 to 2014, one analysis found that young 

people who come of age in worse macroeconomic 

conditions are more likely to value financial 

security than job meaning throughout their 

careers.105 Early evidence from the initial phase of 

the current crisis also suggests that young people 

who experienced health and financial losses 

resulting from the pandemic were more likely to 

report career uncertainty and financial worry.106 

While it is still too early to tell, the pandemic’s 

impact on this generation of young people may 

result in a shifting landscape of work values and 

expectations in the years to come.

In the short term, perhaps the most salient 

change brought on by the pandemic has been the 

need to work from home for those who can. As is 

the case in most other countries, the fraction of 

the workforce homeworking in the United Kingdom 

stood at one fourth in October 2020, down from 

about half during the first lockdown, but far  

above the pre-pandemic level of just 5 percent.107 

While workers have reported slight productivity 

declines during the crisis, they have also  

experienced immediate benefits such as greater  

autonomy and avoiding the commute (and the 

expenses associated with it).108

Sensing a workplace revolution, some companies 

have already decided to get rid of their offices 

entirely.109 However, this risks overlooking important 

potential negative impacts of homeworking 

full-time. This shift could undermine social and 

intellectual capital, which may harm companies 

and their employees in the long-term. In this 

context, social and intellectual capital can be 

visualised as stocks that are slowly being depleted 

when working mostly from home. These stocks 

are normally replenished by new in-flows of 

people, places, and ideas. For workers, social and 

intellectual capital is built by shared experiences 

with co-workers and unplanned social interactions 

that broaden one’s thinking. While past research 

has found some clear benefits in productivity for 

home workers, they also found that they are more 

likely to be overlooked for promotion—a clear 

indication of the need to build social capital with 

colleagues.110
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Building meaningful relationships with co-work-

ers, especially management, is critical to job and 

life satisfaction. Working from home all the time 

does not allow for that to the same extent as the 

office.111 Work itself represents more than a pay 

check – it is a large part of many people’s identity. 

Prior research suggests that when somebody 

loses their job, half of the negative impact on 

well-being stems not from the loss of income but 

from the loss of social ties, identity, and routine 

that come with a job.112 In this chapter, we found 

that during the pandemic, workers who were 

furloughed with full income replacement still 

suffered significant well-being losses relative to 

those who were able to remain at work. While the 

pandemic’s labour market shock will eventually 

subside, the drive for social connection and social 

support at work is unlikely to.

Moving forward, it will be important to maintain 

the benefits of working from home while still 

enabling employees and companies to build and 

sustain their social and intellectual capital. 

Throughout the pandemic, flexibility has become 

an even more important driver of workplace 

well-being than it already was. Even working at 

the office one or two days a week can provide 

people with the network, routine, and identity 

needed to support well-being. A flexible home-

working model that still affords employees  

opportunities to network, collaborate, and  

socialise in person could provide the necessary 

in-flows of social and intellectual capital and lead 

to large productivity dividends.113 These and other 

insights derived from applied well-being science 

can help societies build back better in the 

post-pandemic world.

Moving forward, it will be  
important to maintain the  
benefits of working from home 
while still enabling employees  
and companies to build  
and sustain their social and  
intellectual capital.
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