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A Fo] 1,985 1,986 15 1,971 1,971
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TEIHAY 1,510 1,601 125 1,476 2,113
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abstract

Evaluation of the Current Measure of
Employment Insurance Fund Adequacy and
Reserve Ratio Multiple as an Alternative Measure

Jai-Joon Hur - Dong-Heon Kim

The measure of Employment Insurance fund adequacy as currently
specified in the Employment Insurance Law, which is the ratio of
year-end accumulated surplus to benefit payments, has a bias toward
reducing contribution rates, even when such adjustment is unnecessary or
undesirable. In this paper we introduce a measure called the reserve
ratio multiple (RRM) as an alternative measure to test fund adequacy.
The reserve ratio multiple is a quotient that is computed from two
ratios. The denominator is benefit outlays as a percentage of total
covered payrolls in the highest cost year, while the numerator is total
net reserves at the end of the current year expressed as a percentage of
total covered payrolls for the year. For the coming years, this simple
RRM measure seems to be adequate to be used to test fund adequacy.
But we recommend, as an example, an RRM with an high-cost rate
measured as the average of the three highest-cost 12-month periods in
the past 20 years, after more than 10 years later. Indeed, specific forms
of the RRM should be determined based on the characteristics of UI

recipients and historical developments in Employment Insurance funds.

Keywords : reserve ratio multiple, employment insurance fund adequacy, break-even
contribution rate, employment insurance
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