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ABSTRACT:   
We infer the macroeconomic effects of
unemployment insurance (UI)  extensions through a
novel identif ication scheme based on the non-l inear
design of UI policy.  Our approach exploits variation
in the responses to government spending shocks
across US states with different levels of UI
duration. Our results indicate that UI extensions
have a signif icant stabil ization role. We then show
that a New Keynesian small-open-economy model
with imperfect insurance against unemployment
can rationalize our empirical f indings. We finally
use the model to measure the contribution of the
demand and supply-side channels of UI extensions
and to recover their union-wide effects on
employment.
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