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Abstract

Micro and Macro Effects of the
National Employment Support Scheme

Inhyuk Choi and Hyeon—Jong Kil

This study examines both theoretically and empirically the impact of
the National Employment Support Scheme on the labor market outcomes
of young individuals, its primary target group. A theoretical analysis using
a search-and-matching framework indicates that the introduction or
expansion of the program may generate negative spillover effects for
non-beneficiaries by lowering their job-finding rates, thereby potentially
increasing the overall unemployment rate. To test these implications, we
define treatment, control, and comparison groups and estimate the
program’s effects on employment probabilities, Although we find no
statistically significant impact, the signs of the coefficients—though
statistically insignificant—are broadly consistent with the theoretical
predictions, suggesting the possibility of adverse indirect effects. To gain a
deeper understanding of these findings, we conduct in-depth interviews
with employment center counselors, revealing that frontline operations
tend to prioritize the payment of job-search allowances over the provision
of job-search assistance. Building on these insights, quantitative policy
simulations are performed to assess the effects of improving service

quality, expanding program coverage, or increasing benefit levels on labor

Abstract © 131



market outcomes and social welfare, The results indicate that program
expansion without corresponding improvements in service quality is
unlikely to enhance social welfare, Overall, the study highlights that
qualitative enhancement of employment services—such as adequate
staffing of employment center counselors, clearer separation between
benefit administration and service provision, and strengthening of
performance evaluation systems—must precede quantitative expansion for

the program to operate effectively,
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