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abstract

An Efficient Unemployment Benefit System with

Income-Contingent Loans

Jungyoll Yun

Using unemployment insurance and income-contingent loan (ICL) that conditions
repayment by debtors upon their incomes this paper characterizes an efficient income
support system for the unemployed, which maximizes their lifetime utilities by effectively
enhancing inter-state and inter-temporal consumption-smoothing subject to incentive
constraints on the part of the beneficiaries. This paper also emphasizes the generality of
the argument for a mix of ICL and subsidy that may be applied potentially to many types
of government welfare program.

Keywords: Income-Contingent Loans(ICL), Unemployment Insurance, Consumption-
smoothing, Search Incentive





