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Unemployment Insurance and Reemployment
Behavior

YoncQiu Wu GUANGHE RaN YUeQuN CaAO
(Chongqing University)

Abstract The literature on job search indicates that better unemployment insurance will
increase workers’ unemployment durations. In this article, we study how unemployment in-
surance affects the distribution of wage distribution and reemployment. In a job search mod-
el, we find three paths for unemployment insurance to affect reemployment. Then we obtain
the following hypothesis: with better unemployment insurance, there is a larger probability
for unemployed workers to accept “high” wage jobs, but the effect on “low” wage jobs is un-
certain. Taking informal jobs as “low” wage jobs and formal jobs as “high” wage jobs, our
empirical result has verified the theoretical hypothesis.
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