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Abstract

The past employment history. -/employment requirements - is part of the eligi-
bility conditions for unemployment insurance in most western countries. In a stan-
dard search-matching ‘model, we show how employment requirements strengthen
the reentitlement effect and thereby changes the trade-off between insurance and
incentives in’the design of the optimal insurance scheme. Deploying employment
requirements for benefit eligibility may thus allow for both higher benefit levels and
longer duration, and yet labor market performance is improved. When the need for
ingurance increases due to higher risk aversion, employment requirements becomes
less leniént, and oppositely when the environment becomes more risky.

JEL: E32, H3, J65

Keywords: Reentitlement effects, incentives, job-search, unemployment insur-

ance.

*Constructive and insightsfull comments from ananonymous referees and the Editor Etienne Wasmer
are gratefully acknowledged. This paper has also benefitted from comments from Christian Ellerman-
Aarslev, Birthe Larsen, Morten O. Ravn, and Allan Sgrensen. The viewpoints and conclusions stated are

the responsibility of the authors, and do not necessarily reflect the views of Danmarks Nationalbank.



Download English Version:

https://daneshyari.com/en/article/7371079

Download Persian Version:

https://daneshyari.com/article/7371079

Daneshyari.com


https://daneshyari.com/en/article/7371079
https://daneshyari.com/article/7371079
https://daneshyari.com

