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[Abstract]

Estimation of the Deadweight Loss Effect
of the Employment Incentive Program:
Employment Promotion vs. Retention

Yong-Hwan Noh"

The net policy intervention effect of the employment stabilization program
in Korea, was estimated to be only 9.24% for the employment promotion
support program and 6.34% for the employment support program. In order to
clarify the causes of deadweight loss of active labor market policy, a
transition matrix associated with the participants was constructed. It was
observed that repeat participation was more common for the older rather than
younger, and for the female rather than males. In particular, women in their
40s and 50s were more likely to participate in the program than other age
groups and men. However, only 28% of respondents were successful in
reemployment, and only 275% of those with more than one year of
employment remain. In addition, the average number of participants’ industry
transition was insignificant, and the average number of days until successful
reemployment was 157 days after the completion of the program. In order to
secure the employment of the employment-vulnerable groups, it is necessary
to allocate a relatively large amount of resources to employment promotion
rather than maintaining the employment of existing workers, and -careful
attention should be paid to enhancement of job creation and maintenance
through screening marginal firms. In addition, the government’s employment
policy for the employment-vulnerable groups should be designed based on
policy promotion, survey, and consulting, so that the actual employment rate

can be increased by encouraging beneficiary’s access to the policy.
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