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Chapter 3.  Peer-learning for bolder social protection in Korea 

This chapter looks at the social protection measures applied in OECD countries. 

The analysis benchmarks common types of income support and activation measures for 

unemployment, temporary work incapacity and other types of poverty risk. It highlights 

lessons for Korea based on the commonalities and differences among the measures 

implemented across the OECD, focusing on several of their operational features. 

The discussion, in particular, looks at the coverage conditions such measures entail; the 

duration and scope of the support they provide; the active features they embody; and the 

supporting policies through which they are implemented. 

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities. 

The use of such data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem 

and Israeli settlements in the West Bank under the terms of international law. 
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Learning from international experience 

The Korean approach to social protection policy 

Korea’s social protection measures are considerably young compared with those in many 

other OECD countries. Policy makers have an incredibly rich pool of international 

experience from which to draw ideas, insights and warnings. Lessons of this kind have 

already helped Korea to introduce effective social protection measures and deliver on 

many of its economic, social and labour market goals. 

Social protection measures in Korea have consistently been introduced with a 

characteristic “cautiousness” on the part of policy makers. With each new measure put in 

place, both formal coverage and the level of support have tended to start from a very 

modest base. Afterwards – once any behavioural effects were observed and the necessary 

implementation channels established – incremental reforms to each measure created new 

coverage opportunities and expanded the support on offer. 

Korea’s cautiousness in this area has probably contributed much to its strong activation 

climate; sustained employment outcomes; and unprecedentedly low levels of long-term 

unemployment. Nevertheless, Korea’s cautious approach to social policy-making also 

underpins its biggest remaining weaknesses. Three leading challenges stand out in this 

respect: large pockets of jobseekers still remain outside the coverage of income and 

employment support measures; workers undergoing sickness have no guarantee of 

support and are commonly dismissed from their jobs, impeding their recovery and 

rehabilitation; while other needy groups – including low-income workers – often gain too 

little support or miss out on it altogether. Bolder policy actions may be necessary to 

address the issues on each of these remaining fronts. 

The lessons developed among Korea’s peers within the OECD offer key solutions and 

guidance to embolden policy makers. The purpose of this chapter is to explore such 

lessons for the enrichment of Korea’s social protection environment. The analysis 

outlines a range of assertive, innovative and bold policy actions Korea might consider to 

decisively address its remaining social protection challenges. 

Benchmarking OECD countries’ approaches 

The present chapter’s analysis establishes a number of benchmarks relating to OECD 

countries’ social protection measures and supporting institutions. Drawing on the diverse 

array of approaches, measures and conditions developed, the analysis highlights the 

potential merits, drawbacks and pitfalls they represent for Korea. 

The discussion targets the central themes already developed in Chapter 2: 

 Addressing the remaining coverage gaps of Korea’s Employment Insurance (EI), 

the analysis looks at the equivalent eligibility, entitlement and behavioural 

conditions other countries use. The discussion points out viable ways of tackling 

some of EI’s most prominent omissions. 

 Addressing the relatively narrow scope of the income support offered under EI, 

the analysis compares how other OECD countries calculate unemployment 

benefits. The discussion highlights the positive role non-contributory measures 

can play as a secondary “tier” of income support and the future part Korea’s 

Employment Success Package Programme (ESPP) might choose to play. 
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 Addressing the current lack of social protection for workers undergoing sickness 
in Korea, the analysis looks into the types of policies and measures used 
elsewhere. It points out potential avenues for Korea. 

 Addressing poverty and in-work poverty, the analysis compares Korea’s Basic 
Livelihood Security Programme (BLSP) and Earned Income Tax Credit (EITC) 
with parallel measures used in other OECD countries. The discussion looks into 
the relevant coverage conditions in each case and, in particular, the different 
features making up the means tests they apply. 

The following three sections of this chapter compare and review OECD countries’ social 
protection measures targeting the working-age population under three specific 
circumstances: in unemployment; through a temporary period of work incapacity; and 
otherwise under a risk of poverty. Each discussion compares the coverage conditions 
such measures entail; the scope of support they provide; the active features they involve; 
and the supporting policies integral to their implementation, drawing out potential best 
practices for Korea. A short concluding section reiterates the main messages. 

Protections for unemployed persons in OECD countries 

Unemployment insurance and unemployment assistance 

Social protection measures for unemployment commonly seek to balance two competing 
objectives. On the one hand, they seek to compensate unemployed persons for all or part 
of their previous earnings. For individual jobseekers, this enables a degree of support in 
maintaining work capacity and providing for dependents during the unemployment spell. 
For the broader economy, it entails an automatic stabilising effect on earnings volatility to 
help smooth consumption, on aggregate  (Rejda, 1966[1]; OECD, 2011[2]; Di Maggio and 
Kermani, 2016[3]). On the other hand, social protection measures for unemployed persons 
seek to promote jobseekers’ transitions into work. For individual jobseekers, this enables 
a livelihood, self-sufficiency and fulfilment through work. For the broader economy, 
achieving such transitions both swiftly and robustly enlarges the workforce, bolsters skills 
development and increases fiscal gains. 

Functioning labour markets rely, to a considerable degree, on the fine balance achieved 
between these two competing goals. Changes in the coverage or calculation of 
unemployment benefits must thus be careful always to consider how they might alter the 
balance and, hence, work incentives. 

Every OECD country targets support towards unemployed persons under certain 
circumstances. Two types of measures stand out in particular: 

 Unemployment insurance benefits offer income support to jobseekers on a 
contributory basis. Most are conditional on evidence of jobseekers’ work history 
and, in any case, on their job-seeking behaviour. Virtually all are limited over a 
fixed period of time. Coverage is compulsory for most salaried workers in 
virtually every OECD country and increasingly open to others. Korea’s EI 
belongs to this category of measures. 

 Unemployment assistance benefits offer income support to jobseekers who either 
exhaust their entitlement under an insurance-type measure or never contribute to 
one in the first place (including, in many cases, new labour market entrants). 
Entitlement is usually restricted through a means test. Such measures exist in a 
number of OECD countries as second-tier unemployment benefits and, in some 
cases and for most non-salaried workers, as the first or only tier. Korea’s ESPP 
broadly falls into this category of measures. 
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The discussion below elaborates on the many ways in which OECD countries currently 

apply such measures: the conditions of coverage they entail; the scope of support they 

provide; and their active features. 

Eligibility, entitlement and job-seeking behaviour 

Unemployment benefit measures in OECD countries typically restrict coverage through 

conditions applied at three distinct stages: they determine who is eligible to contribute 

into the common fund, while still in work (if the measure is contributory); who is entitled 

to start claiming its benefits, in case of unemployment; and whose job-seeking behaviour 

is adequate, once the claim period is underway. Conditions applied at these three 

respective stages are referred to throughout this chapter as “eligibility conditions”, 

“entitlement conditions” and “behavioural conditions”.
1
 

Coverage is restricted for a variety of groups under Korea’s EI benefit (Yoo, 2013[4]). 

“Blind spots” of this kind exist, to some extent, in every OECD country. Most countries 

limit unemployment insurance coverage for two main groups of workers in particular: 

non-salaried workers (own-account workers, employers and contributing family workers) 

and some categories of non-regular salaried workers (including certain groups of 

non-typical workers and part-time workers with short or irregular time commitments). 

While many OECD countries maintain common blind spots for these groups, the impact 

this has on Korea’s labour market is greater, since both groups feature more in Korea’s 

labour market than elsewhere. Korea has among the highest rates of self-employment and 

contributing family work in the OECD (Figure 3.1) and an elevated share of non-regular 

workers among salaried employees. 

Figure 3.1. Self-employment and contributing family work are prominent in Korea 

Employment by status in OECD countries, 2016 (percentage of total employment) 

 

Note: All data are for 2016 except Latvia (2015). 

a) Weighted average of the 35 OECD countries. 

Source: Employment by activities and status (ALFS), a subset of the OECD Annual Labour Force Statistics (ALFS) Database, 

http://stats.oecd.org//Index.aspx?QueryId=81036 (accessed on 7 November 2017). 

StatLink 2 http://dx.doi.org/10.1787/888933645136 

http://stats.oecd.org/Index.aspx?QueryId=81036
http://dx.doi.org/10.1787/888933645136


3. PEER-LEARNING FOR BOLDER SOCIAL PROTECTION IN KOREA │ 99 
 

 

CONNECTING PEOPLE WITH JOBS: TOWARDS BETTER SOCIAL AND EMPLOYMENT SECURITY IN KOREA © OECD 2018 
  

Some 5.6 million Koreans were self-employed in 2016 (4.0 million of them own-account 

workers and 1.6 million employers), accounting for 21.2% of total employment. The 

weighted share for the OECD as a whole was 13.3%. There were also 1.1 million 

contributing family workers in Korea in 2016, accounting for an additional 4.3% of total 

employment. The equivalent share in a majority of OECD countries is lower than 1%.
2
 

Of Korea’s 19.6 million salaried workers in August 2016, 3.7 million were employed on a 

non-permanent basis; 2.5 million on a part-time basis (meaning they had fewer 

than 36 regular work-hours per week); and 2.2 million through non-typical work contracts 

(as, for example, daily workers, contractors, temporary agency workers or domestic 

workers) (Statistics Korea, 2017[5]). With some overlaps, these three groups – collectively 

called non-regular workers – accounted for 32.8% of all salaried employees in Korea. 

While Korea discounts self-employed persons, contributing family workers and some 

non-regular employees from mandatory unemployment insurance coverage, a number of 

OECD countries have designed innovative rules to encompass them. The following 

sub-section reviews the coverage conditions other OECD countries apply, focusing on 

self-employed persons. With minor variations, many of the same solutions discussed can 

equally apply to contributing family workers and the categories of non-regular salaried 

employees currently omitted from the scope of EI’s coverage. 

Extending coverage to self-employed persons 

Countries exclude self-employed persons from the coverage of their unemployment 

insurance measures for a number of justifiable reasons. Income from self-employment 

can fluctuate much from month to month, making it difficult to establish usual earnings. 

The time devoted to self-employment and its tenure may be unclear, making it tricky to 

benchmark with salaried employment. Self-employed persons are self-accountable for 

maintaining their labour output, which introduces a moral hazard of defaulting on work in 

favour of benefits. Once a self-employed person starts claiming benefits, there might also 

be a temptation to carry out some own-account work covertly should the opportunity arise 

in parallel. In any case, it may be difficult to establish whether self-employment has fully 

stopped and to what extent unemployment is involuntary. 

In light of these obstacles, a number of OECD countries opt to provide no unemployment 

insurance coverage at all for self-employed persons (although many do, however, 

routinely cover them for other contributory measures including national pensions, 

work-related injury, sickness and parental benefits). Under such circumstances, 

self-employed persons entering unemployment have to make do with what private 

support might be on offer or resort to lower-tier social assistance measures (typically 

pending a means test).
3
 

Countries deviating from this approach either offer voluntary affiliation for self-employed 

persons on an opt-in basis or make coverage mandatory under similar conditions as for 

regular salaried workers (Table 3.1). 

Voluntary unemployment insurance affiliation for self-employed persons is emerging in 

more and more OECD countries: Germany first introduced it in 2006; Austria in 2009; 

Spain in 2010; and Korea, under EI, in 2012. Denmark, Finland and Sweden provide 

unemployment insurance coverage on a voluntary basis to all workers, in any case, under 

their so-called “Ghent system” measures. Self-employed persons there are largely 

undistinguished from regular salaried workers, choosing in the same way whether or not 

to opt in for unemployment protection. 
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Table 3.1. Three types of unemployment insurance coverage for self-employed persons 

Type of unemployment insurance coverage provided for self-employed persons in OECD countries, 2016 

No coverage Voluntary affiliation Mandatory affiliation 

Belgium Austria Czech Republic 

Canadaa Denmarkb Greece 

Chile Finlandb Hungary 

Estonia Germany Iceland 

France Korea Luxembourg 

Irelanda Slovak Republic Poland 

Israel Spain Portugalc 

Italy Swedenb Slovenia 

Japan   

Latvia   

Mexico   

Netherlands   

Norwaya   

Switzerland   

Turkey   

United Kingdom   

United States   

Note: Australia and New Zealand are excluded since they have no statutory unemployment insurance measure 

(only unemployment assistance, which applies, in any case, to self-employed persons). 

a) Canada, Ireland and Norway: Coverage is possible only for self-employed fishermen. 

b) Denmark, Finland and Sweden: Coverage is voluntary for all working persons (non-salaried and salaried 

alike) in any case. 

c) Portugal: Coverage is mandatory for employers and “dependent” own-account workers (defined as those 

for whom at least 80% of revenues come from a single market source); dependent own-account workers 

earning below EUR 2 528 per year may opt in of coverage, voluntarily; own-account workers whose 

revenues come from a broader mix of market sources have no coverage. 

Source: Compiled using MISSOC (2017), Social protection of the self-employed; SSA and ISSA (2016, 

2017) Social Security Programs throughout the World; and OECD (2017) Benefits and Wages: Country 

Specific Information. 

Voluntary affiliation is not always truly open insofar as some of the above-named 
countries restrict the option through certain key caveats. Germany, for example, limits 
affiliation only to former salaried employees who transition into self-employment and 
desire to maintain the regular coverage they had up until then. Germany’s option is thus 
more of a continuation of coverage than a true opt-in and, in any case, expires following 
one year of detachment from salaried employment (MISSOC, 2017[6]; Bäcker, 2017[7]). 
Austria limits the option of registering for coverage to a 12-month window occurring 
once every nine years: those who fail to register during their first year of self-employment 
must wait eight years before they can do so again; those failing in the ninth year must 
wait another eight years; and so on (ILO, 2013[8]; Lee et al., 2016[9]). Korea’s EI limits the 
option insofar as own-account workers may only opt in during their initial year of 
self-employment and employers with 50 workers or more are forbidden. 

Voluntary affiliation may be worthwhile in allowing individuals to choose their own 
exposure to the risk of unemployment. In reality, however, the risk is not the same for 
everybody. Voluntary insurance measures of any kind embody a problem of 
“adverse selection”: the least successful entrepreneurs have the greatest incentive to opt 
in although they run the highest risk of becoming unemployed. In practice, moreover, 
numerous countries have found that voluntary affiliation results in extremely low levels 
of participation among self-employed individuals (European Commission, 2011[10]; 



3. PEER-LEARNING FOR BOLDER SOCIAL PROTECTION IN KOREA │ 101 
 

 

CONNECTING PEOPLE WITH JOBS: TOWARDS BETTER SOCIAL AND EMPLOYMENT SECURITY IN KOREA © OECD 2018 
  

Fondeville et al., 2015[11]; Lee et al., 2016[9]). Even in Finland, where all unemployment 
insurance participation is voluntary, survey findings reveal that only 21.4% of 
own-account workers and just 10.3% of employers opted in during 2015, compared 
with 85.9% among regular salaried employees (Kalliomaa-Puha and Kangas, 2017[12]). 

Mandatory unemployment insurance affiliation offers less choice to self-employed 
persons but entails at least two key advantages over voluntary affiliation: it escapes the 
problem of adverse selection and it spreads the benefits of protection to a greater number 
within society. Seven OECD countries currently operate mandatory affiliation to 
unemployment insurance measures for all self-employed persons: the Czech Republic, 
Greece, Hungary, Iceland, Luxembourg, Poland and Slovenia (Table 3.1). 

Most of these countries implemented mandatory coverage for self-employed persons at a 
nascent stage in the development of their measures. The Czech Republic, Hungary and 
Poland, for example, embraced mandatory coverage for self-employed persons when they 
first introduced insurance-based financing for unemployment benefits in the early-1990s 

(Dervis, 1994[13]; MISSOC, 2017[6]). Iceland and Luxembourg have implemented it since 
at least the 1980s (OECD, 2008[14]; MISSOC, 2017[6]). Slovenia previously had voluntary 
affiliation for self-employed persons but made it mandatory in 2011 under its Labour 
Market Regulation Act – primarily in response to a perceived coverage gap among 
“dependent” own-account workers (Ignjatović, 2013[15]). Greece introduced mandatory 
affiliation for most self-employed persons in 2011 as well – primarily in response to its 
unfolding economic and labour market crisis – although entitlement to the benefit is 
means-tested (OECD, 2013[16]; Theodoroulakis, Sakellis and Ziomas, 2017[17]). 

Portugal represents something of a peculiar case among the OECD countries since four 
separate groups of self-employed persons there are subjected to very different kinds of 
coverage rules (MISSOC, 2017[6]; Perista and Baptista, 2017[18]). Employers all gain 
coverage on a mandatory basis in the same way the regular salaried workers they employ 
do. Own-account workers plus contributing family workers also gain mandatory coverage 
provided they meet two key conditions: 

1. Their annual earnings are higher than six times the national Social Support Index 
(indexante dos apoios sociais; set at EUR 421.32 in 2017) – a threshold 
equivalent to roughly one seventh of Portugal’s average wage or a third of its 
statutory minimum wage. 

2. They are in a situation of “dependent” self-employment – defined, in Portugal’s 
case, as gaining 80% or more of their earnings from an individual source. 

Own-account workers who fail to meet only the first of these conditions can opt in for 
coverage voluntarily, if they so wish. Own-account workers who fail in the second 
condition, however, are excluded from unemployment insurance coverage altogether. 

The result for Portugal is that all employers and virtually all persons in dependent 
self-employment (including contributing family workers) gain unemployment insurance 
coverage on a mandatory basis. Conversely, genuinely independent own-account workers 
– those with a more diverse client portfolio – gain no coverage opportunity at all. 

Portugal introduced its instrument fairly recently under key reforms enacted in 2012 in 
response to a tangible rise in dependent self-employment, similar to Slovenia (Perista and 
Baptista, 2017[18]). Spain introduced a similar measure in 2010 – called the Régimen de 
Trabajadores Autónomos de la Seguridad Social (RETA) – although affiliation relating to 
unemployment protection is voluntary (Rodríguez-Cabrero et al., 2017[19]). Italy also 
introduced a similar measure in 2015 – called the Indennità di Disoccupazione per i 
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Collaborator (DIS-COLL) – covering only non-typical workers under a particular type of 
work-contract (Iudicone and Arca Sedda, 2015[20]; Jessoula, Pavolini and Strati, 2017[21]). 

Unlike regular salaried employment, self-employment gives rise to a number of 

idiosyncrasies among workers that result in a host of practical questions unemployment 

insurance measures must resolve: How precisely to define self-employment for social 

insurance purposes? How to assess earnings from self-employment? What insurance 

premium to adopt? And how to combat the moral hazards that might arise? 

The remainder of this sub-section identifies some of the practical solutions selected 

OECD countries apply, taking each of the four questions in turn. 

Defining self-employment 

Countries may differ in the precise legal definitions they give to self-employment. In 
most cases, the distinction between regular salaried employment and self-employment is 
relatively clear: the former subordinates workers to a particular role within the employing 
organisation while the latter enables them a tangible degree of autonomy over executive 
business decisions around investment, hiring and other such matters. While this much 
may be clear in a majority of countries, many encounter a certain grey area when it comes 
to dependent self-employment (sometimes called “bogus”, “fake”, “quasi-” or 
“contingent” self-employment or, in certain modern contexts, “gig economy work”). 

Dependent self-employment may satisfy neither the legal conditions of employment nor 
conform reasonably to a common understanding of what self-employment ought to look 
like. For social protection purposes, such grey areas can create loopholes for participation 
under which employers or individuals might renege on their social insurance duties by 
maintaining informal employment relationships or disguising otherwise regular ones as a 
form of self-employment. 

Well-established legal definitions can go a long way towards tightening such loopholes 
and, at the very least, clarifying who is entitled to which protections and under what 
specific circumstances. In countries such as Korea where some social insurance measures 
cover self-employed persons while others do not, such clarity might be all the more 
necessary in enforcing existing rules and limiting abuse. 

The European Union’s European Working Conditions Survey provides a statistical 
definition of dependent self-employment as encompassing own-account workers who 
satisfy two or more of three conditions: they have only a single employer or client; they 
cannot hire employees, even if their workload is heavy; and they cannot autonomously 
take important decisions regarding their business (Oostveen et al., 2013[22]). While 
statistical definitions of this kind are useful, they can be cumbersome to establish for legal 
purposes. Efforts may be complicated further by the sheer diversity of work arrangements 
modern labour markets encompass, with grey areas not only around own-account work 
but also non-typical salaried work that can include daily workers, contractors, temporary 
agency workers, domestic workers, plus a whole range of private individuals earning their 
income through technologically-driven on-demand services delivery platforms. 

In light of such challenges, OECD countries that offer unemployment insurance coverage 
to workers in dependent self-employment tend to opt for more pragmatic definitions. One 
key difference is between definitions founded on a relative threshold or an absolute one: 

 Some OECD countries have recently introduced definitions of dependent 

self-employment based on how concentrated an own-account or non-typical 

worker’s earnings might be on their biggest client, relative to the rest of their 

income. For Portugal and Slovenia, the line is drawn at 80% of the worker’s total 
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earnings; Spain uses 75% (Perista and Baptista, 2017[18]; Stropnik, Majcen and 

Prevolnik Rupel, 2017[23]; Rodríguez-Cabrero et al., 2017[19]). Regardless of how 

much an individual might earn in total, any instance where their total earnings are 

concentrated on a single employer in excess of the threshold amount constitutes a 

relationship of dependent self-employment. This typically covers workers engaged 

on non-typical contracts; those subcontracted as own-account workers; and, in some 

cases, contributing family workers. In all three countries, the definition underpins a 

range of labour rights and labour market regulations applicable – not least of which 

regard who can (or must) be covered for which branches of social insurance. 

 Other OECD countries define own-account workers’ dependence through 

absolute threshold values such as a nominal amount of income a worker may gain 

at one time from a particular client or the time they might devote to such work. 

The Czech Republic, for example, identifies dependent self-employment when the 

commitment a non-typical workers devotes exceeds either an income threshold of 

CZK 10 000 per month (about KRW 520 000 per month) for a specific output (or 

one quarter of that if the work is of a more general nature) or a time threshold 

of 300 hours per year for a specific output (or 20 hours per week for work of a 

more general nature) (Sirovátka, Jahoda and Malý, 2017[24]). Other countries rely 

on similar absolute thresholds of this nature (MISSOC, 2017[6]). 

Transparent formulas of either of these kinds engender a legal definition of dependent 

self-employment that can underpin the rights and obligations such workers (and their 

clients) must adhere to around social insurance. Once dependent self-employment is 

identified in one such clear way, it becomes easier to design appropriate coverage rules. 

Assessing earnings from self-employment 

Social insurance measures assess people’s usual earnings for two elementary purposes: as 

a basis for the premiums they charge and as a function of which the income support they 

could receive is calculated (except in the case of flat-rate benefits). A higher assessment 

of earnings may thus be a drawback for participants in terms of costlier social 

contributions but an advantage in terms of higher-value benefits. 

The earnings regular salaried employees make are relatively easy to assess: they tend to 

be more-or-less uniform across the year; received at timely intervals; and transparently 

documented by the employer. The earnings self-employed persons make, on the other 

hand, are often none of these things, raising questions over how to assess them. 

Moreover, the taxable income self-employed persons gain from their work is justifiably a 

mix of two separate things – earnings (related to what labour the individual expends 

through their self-employment) and profits (related to their overall business performance, 

investments and holdings) – that might be difficult to separate out. 

Countries that provide some social insurance to self-employed persons overcome these 

issues in a large variety of ways. Some take a fixed, formulaic approach while others 

offer more flexibility for individuals to draw their own line between earnings and profits. 

The Czech Republic, Luxembourg, the Slovak Republic, Slovenia and Sweden exemplify 

the most rudimentary formulaic approaches conceivable: all of them assess self-employed 

participants’ earnings on the basis of a simple ratio that determines how much of their 

taxable income (i.e. their total revenues minus business expenses) should be taxed as 

earnings and how much as profits – the former being subject to social contributions and 

the latter not. In the Czech Republic, social contributions are charged on only half a 
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self-employed person’s taxable income (Sirovátka, Jahoda and Malý, 2017[24]); in the 

Slovak Republic on roughly two thirds (Gerbery and Bednárik, 2017[25]); in Slovenia, on 

three quarters (Stropnik, Majcen and Prevolnik Rupel, 2017[23]); and in Luxembourg and 

Sweden, on all of it (Pacolet and Op de Beeck, 2017[26]; Nelson et al., 2017[27]). 

The ease with which such rules can be administered represents a key advantage over 

other approaches. Nevertheless, it might be unsatisfactory to apply the same rigid, 

simplistic and, ultimately, rather arbitrary formula to all participants alike. 

Iceland has a formulaic approach as well, though one that is significantly more nuanced. 

Each year, the government issues a centralised list of reference earnings for every 

occupational category, representing the amount of money a self-employed person could 

expect to earn carrying out the same work in a regular salaried position (Ríkisskattstjóri, 

2017[28]). These so-called “presumptive” earnings (reiknað endurgjald) establish the sole 

basis on which self-employed persons in Iceland make social contributions: regardless of 

their actual earnings, it is solely the presumptive amount for each occupation that sets the 

basis for social insurance (Ólafsson, 2017[29]; KPMG, 2017[30]). Deviations from this 

benchmark are only possible under extenuating circumstances and, in any case, require 

approval from the Directorate on Internal Revenue (Ólafsson, 2017[29]). Presumptive 

earnings likewise underpin the way all contributing family workers in Iceland make 

social contributions. 

Iceland’s unique approach offers an intuitive formula for establishing the earnings of 

self-employed persons. Those with incomes above the presumptive amount gain the full 

benefits of social protection alongside the profits they keep. Those with income far below 

the presumptive amount ultimately pay a disproportionate amount for social insurance 

and may well feel encouraged to opt for a salaried position instead. 

Most other OECD countries take a more flexible approach, though not without certain 

boundaries. Korea, Portugal and Spain, for example, allow self-employed individuals a 

considerable degree of freedom in assessing their own earnings (MISSOC, 2017[6]). In 

Korea, self-employed persons volunteering for EI coverage unilaterally choose one of 

seven separate earnings assessment levels defined, in 2016, between thresholds of 

KRW 1 540 000 and KRW 2 690 000 per month. Portugal and Spain likewise allow 

participants to choose their own protection level, constrained by two such threshold 

amounts (SSA and ISSA, 2016[31]). Hungary and Poland offer a similar choice, 

constrained only by a minimum threshold amount: fixed at 150% of the statutory 

minimum wage in Hungary (Albert and Gal, 2017[32]) and at 60% of the previous year’s 

national average wage in Poland (Chłoń-Domińczak, Sowa and Topińska, 2017[33]). 

Austria, finally, allows self-employed persons to declare their covered earnings freely 

but, as a constraint, fixes the level they choose so it cannot be altered except once during 

every eight-year period (Lee et al., 2016[9]). 

The flexible choice approach is worthwhile insofar as it allows individuals a significant 

freedom over the degree of support to insure for, within certain bounds. It amounts, in 

practice, to choosing one’s own exposure to the risk of unemployment. The main 

drawback, however, is that individuals largely tend to take a somewhat short-sighted 

approach by opting for the lowest amount of coverage possible: this has been the 

experience in Hungary, Poland and elsewhere, where a majority of self-employed persons 

simply opt for the minimum possible earnings assessment (Albert and Gal, 2017[32]; 

Chłoń-Domińczak, Sowa and Topińska, 2017[33]). While this thus results in relatively low 

levels of income support, it helps to maximise entitlement to employment support. 
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Setting insurance premiums for self-employed persons 

Regular salaried employees in most OECD countries gain their social insurance coverage 
based on two separate payments: an employee’s contribution is deducted along with other 
taxes from their regular earnings (usually at the end of each month) and an employer’s 
contribution is made by the employing institution, as a compulsory part of their broader 
legal labour costs. Self-employed persons eligible for social insurance benefits usually 
make payments equivalent to the employee’s and employer’s contribution combined. This 
is the case, for example, in Hungary, Iceland and Slovenia. 

Under Korea’s EI, regular salaried workers currently contribute a premium worth 0.7% of 
their earnings to the measure, while employers’ pay an additional 0.9-1.5%, depending on 
their size. Self-employed persons opting in for EI affiliation pay a premium of 2.3%. 

Other OECD countries collect smaller-value social contributions from self-employed 
persons. Spain, for example, collects a voluntary premium of 2.2% to cover the risk of 
unemployment under RETA, compared to the 1.6% and 5.5% premiums a regular salaried 
employee and their employer pay under the general scheme (Rodríguez-Cabrero et al., 
2017[19]). Germany and Poland both have a phased-in approach whereby self-employed 
persons are insured for only half of their reference earnings during the first two years of 
voluntary coverage and the full amount thereafter (SSA and ISSA, 2016[31]). Greece 
collects a flat-rate contribution of EUR 10 per month from the self-employed persons it 
covers on a mandatory basis, although entitlement to the benefit is means-tested 
(Theodoroulakis, Sakellis and Ziomas, 2017[17]). 

Reducing the premium for self-employed persons might offer an incentive for more to opt 
in (Davies, 2013[34]; Hombert et al., 2017[35]). But preferential treatment for self-employed 
persons might also distort labour market incentives towards self-employment, potentially 
encouraging tax evasion and bogus self-employment (OECD, 2008[36]). 

Addressing potential moral hazards 

The economic activity of self-employed persons might be more difficult to monitor or 
account for, given its overall independent nature. While this may not present a problem 
among most beneficiaries, it does highlight some potential moral hazards for misusing 
unemployment benefits that measures covering self-employed persons should take care to 
guard against. One moral hazard for self-employed persons might be to default on work 
during a quiet period in the business cycle, in favour of claiming benefits. Another might 
be to carry on with self-employment despite claiming unemployment benefits. 

There are countless examples among the OECD countries of potential ways to mitigate 
this problem. Some compelling illustrative examples may be grouped as follows: 

 Stricter entitlement conditions for self-employed claimants to fulfil before being 
able to claim benefits can offer an effective tool against possible misuse. 
Contribution conditions exceeding 12 months, for example, can prevent 
short-term defaults into unemployment during the business cycle. Several 
countries impose longer contribution conditions for self-employment. Finland, for 
example, requires self-employed participants to collect at least 15 months of 
social contributions within a four-year period, compared with just 6 months 
within a 28-month period for regular salaried employees (Kalliomaa-Puha and 
Kangas, 2017[12]). Portugal requires a minimum of 720 days within 
a 4-year period, compared with only 369 days within a two-year period for regular 
salaried workers (Perista and Baptista, 2017[18]). Luxembourg, finally, requires at 
least two years of social contributions, compared with just 26 weeks out of 
one year for regular salaried workers (Pacolet and Op de Beeck, 2017[26]). 
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 Minimum earnings thresholds may be used in a similar way to discount 

self-employed persons with limited commitment or little success in their business. 

The Czech Republic, for example, has an earnings threshold for self-employed 

persons equivalent to 25% of the national average wage (or 10% if they work 

part-time) but imposes no such threshold on regular salaried workers (SSA and 

ISSA, 2016[31]). Spain, likewise, sets its minimum earnings threshold roughly one 

sixth higher for self-employed persons than it does for regular salaried workers 

(SSA and ISSA, 2016[31]). 

 Activation measures can be used to channel formerly self-employed jobseekers 

exclusively into regular salaried employment to avert potential flip-flopping in 

and out of self-employment. Luxembourg, for example, grants unemployment 

benefits to formerly self-employed claimants exclusively on the behavioural 

condition that they seek salaried employment. Reactivation into self-employment 

is therefore not an option (MISSOC, 2017[6]). 

 Delaying the start of the benefit period might also be effective for discouraging 

voluntary unemployment. Poland, for example, imposes a waiting period of 

90 days on all formerly self-employed jobseekers starting on the day they register 

as unemployed (Chłoń-Domińczak, Sowa and Topińska, 2017[33]). 

 Mandating evidence of cessation of business operations can be an effective way 

to ensure benefit claimants do not undertake self-employment activity covertly. 

Most OECD countries with coverage for self-employer persons thus place at least 

some formal burden of evidence on jobseekers to certify that they are no longer 

active in their self-employment. Iceland, for example, mandates a double layer of 

evidence from any self-employed person registering as unemployed: a written 

declaration stating that all business operations have been discontinued, giving the 

reasons; and a formal letter from the Directorate of Internal Revenue certifying 

the claimant’s business has been removed from the employers’ register or their 

name deleted from a register of own-account taxpayers (Ólafsson, 2017[29]). 

Sweden requires a similar burden of proof but goes one step further to impose a 

strict ban from unemployment benefits for a period of five years on anyone found 

abusing the system or guilty of fraud (Nelson et al., 2017[27]). 

What may or may not work, in any case, will be the result of various social and cultural 

factors plus how well-equipped public employment services may be at spotting potential 

wrong-doers. Given this complexity, a solution developed in one country might not work 

in another. The right mix of conditions, penalties and other countervailing measures can 

probably only be achieved through an extended period of experimentation. 

Entitlement conditions for unemployment insurance benefits 

Unemployment insurance measures in every country limit their coverage further through 

an additional set of entitlement conditions. Three kinds of conditions are in particularly 

common use among the OECD countries: 

 Minimum contribution conditions set a threshold of insurance affiliation or 

employment below which eligible workers are not entitled to claim benefits. Such 

conditions exist under every unemployment insurance measure and are virtually 

always expressed as a function of time: a set number of hours, days, weeks or 

months of prior work that entitle jobseekers to a given contributory benefit.
4
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 Maximum cut-off conditions establish an expiry date at which past contributions 

effectively cease to count. Such conditions are usually expressed as the timeframe 

within which a worker must complete their minimum contribution condition: for 

example, 180 days of contributions within the past 18 months (as under Korea’s 

EI). Conditions of this kind effectively amount to a maximum period of time a 

worker can disengage from the labour market before forfeiting their entitlement to 

unemployment benefits. They thus inhibit long periods of inactivity. 

 Conditions on the nature of unemployment are commonly imposed as penalties 

for jobseekers leaving their previous employment under circumstances that were, 

in some way, reasonably avoidable or of their own choosing. Virtually all OECD 

countries have some legal criteria or an official guideline to differentiate 

“involuntary” unemployment situations from “voluntary” ones and, hence, to 

permit or restrict jobseekers’ entitlement to unemployment benefits.
5
 

Figure 3.2 shows the minimum contribution and maximum cut-off conditions applied to 

unemployment insurance measures across the OECD. The periods of time under both 

conditions differ considerably from one country to another. 

Minimum contribution conditions range from less than six months in Canada, Iceland and 

France to two years or more in Ireland, Mexico, the Slovak Republic, Slovenia and 

Turkey. The median and mode contribution periods among the OECD countries are both 

12 months. Korea’s minimum contribution period of 180 days – roughly 8½ months 

(calculated as 180 ÷ 5 ÷ 52 x 12) – is slightly lower than in most OECD countries. 

Maximum cut-off conditions differ more significantly. Turkey requires jobseekers to have 

worked continuously during the entire 24 weeks prior to the start of their benefit claim, 

resulting in an effective maximum cut-off period of zero. Spain, at the opposite extreme, 

requires only 360 days of contribution within a 6-year period, resulting in a potential 

cut-off period of over 4½ years. The median and mode cut-off periods among the OECD 

countries are both 12 months. Korea’s maximum cut-off period of 9½ months (18 months 

minus the roughly 8½ months required to fulfil 180 working days) is broadly in line with 

the OECD median. 

Regarding voluntary unemployment, countries generally enforce one of three types of 

penalties on such jobseekers: a suspension, a sanction or a disqualification. Suspensions 

impose a fixed-term waiting period on the claimant, simply delaying the start of their 

benefit claim. Sanctions also impose a fixed-term waiting period but subtract from the 

overall entitlement period (effectively consuming the benefit, instead of just delaying it). 

Disqualifications, finally, eliminate the claimant’s entitlement to benefits altogether, thus 

excluding them for the entire duration of unemployment (Langenbucher, 2015[37]). 

Table 3.2 summarises the types and scope of the penalties applied under the 

unemployment insurance measures found in OECD countries (plus the unemployment 

assistance measures of Australia and New Zealand, which make up their primary tier of 

income support for jobseekers in both countries). 

Among the OECD countries, only Hungary and the Slovak Republic decline to impose 

any kind of a formal penalty on voluntary jobseekers for unemployment insurance 

benefits (though they penalise those fired for misconduct under certain circumstances). 
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Figure 3.2. OECD countries differ in the contribution and cut-off conditions they set  
for entitlement to unemployment insurance benefits 

Conditions on the minimum period of insurance affiliation and the maximum cut-off period  
for entitlement to unemployment insurance benefits in OECD countries, 2016 

 
Note: Where variable conditions apply, data assume the jobseeker is 40-years-old, single and without any dependents. 
Conditions defined in days were converted into months assuming a 5-day working week, with 52 weeks divisible into 12 equal 
months for every year. Conditions defined in hours were converted in the same way, assuming a 40-hour working week. 
Australia and New Zealand are not shown since they have no statutory unemployment insurance benefits. Norway is not shown 
since the minimum period of contribution for unemployment insurance is calculated from cumulative earnings. Mexico does not 
define a maximum cut-off condition (entitlement is conditioned by cumulative insurance contributions). 
a) The minimum contribution period shown (10 weeks in the preceding year) enables entitlement for some benefits. Full 

entitlement requires 12 months out of the preceding year. 
b) The minimum contribution period is lower in provinces with higher levels of unemployment. The figure presented assumes 

an unemployment rate of 6-7%. 
c) The minimum contribution period shown (26 weeks in the preceding 36 weeks) applies to the short-term benefit. 

Longer-term benefits require affiliation during 4 of the preceding 5 years. 
d) The minimum contribution period shown (80 days per year in each of the previous 2 years) is for first-time claimants. 

Those claiming unemployment insurance benefits for a second time or more must either contribute for 125 days in the 
previous 14 months or 200 days in the previous 24 months. 

e) There are two minimum contribution conditions – first, to have made at least 104 weekly contributions at any point in time 
and, second, to have made at least 39 weekly contributions within the preceding calendar year or 26 within each of the 
previous 2 years. The periods shown represent both. 

Source: Compiled using OECD (2017), “Benefits and Wages: Country Specific Information”, www.oecd.org/els/soc/benefits-
and-wages-country-specific-information.htm (accessed on 3 November 2017). 

StatLink 2 http://dx.doi.org/10.1787/888933645155 

Most countries apply a suspensions or sanction period of some set length. These are 
enforced by the public employment services, in each case, based on either a pre-defined 
guideline or a discretionary approach. Suspension and sanction periods vary in duration 
from between three and four weeks in Austria and Denmark to upwards of three months 
in Finland, France, Israel, Japan and Poland. 

Korea’s EI penalises voluntary jobseekers through disqualification. Thirteen other OECD 
countries take the same approach including Canada, Italy, Spain and the United States. 
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Table 3.2.  Penalties for voluntary unemployment differ among OECD countries 

Penalties issued for voluntary unemployment in OECD countries, 2014 

Country Type and duration of penalty for voluntary quit 

A. Countries where voluntary quit has no impact on entitlement to benefits 
Hungary None 
Slovak Republic None 

B. Countries where voluntary quit involves a penalty on entitlement to benefits (but does not revoke them completely) 
Australia Sanction of 8-12 weeks 
Austria Suspension of 4 weeks 
Belgium Sanction of 5-13 weeks in most cases (but may result in disqualification) 
Czech Republic Reduction of claimable benefit amount to 45% of usual net income 
Denmark Suspension of 3 weeks 
Finland Sanction of 90 days 
France Sanction of 4 months 
Germany Suspension of 12 weeks plus at least ¼ shortening of entitlement period 
Iceland Sanction of 2 months in first instance (otherwise 3) 
Ireland Sanction of up to 9 weeks 
Israel Sanction of 90 days 
Japan Sanction of 3 months 
Latvia Suspension of 2 months 
New Zealand Sanction of 13 weeks 
Norway Suspension of at least 8 weeks 
Poland Suspension of 90-180 days (depending on whether due notice was given before the quit) 
Switzerland Suspension of 31-60 benefit days (6-12 weeks) 
Sweden Suspension of 45 benefit days (9 weeks) in first and second instance; disqualification thereafter 
United Kingdom Sanction of 13 weeks; 26 weeks in second instance (within one year of first); 156 weeks in third instance (within one year 

of second) 
C. Countries where voluntary quit results in disqualification from entitlement to benefits 

Canada Disqualification 
Chile Disqualification 
Estonia Disqualification 
Greece Disqualification 
Italy Disqualification 
Korea Disqualification 
Luxembourg Disqualification 
Mexico Disqualification 
Netherlands Disqualification 
Portugal Disqualification 
Slovenia Disqualification 
Spain Disqualification 
Turkey Disqualification 
United States Disqualification (though some states have sanctions or suspensions) 

Source: Adapted from Langenbucher, K (2015) “How demanding are eligibility criteria for unemployment benefits, quantitative 
indicators for OECD and EU countries”, OECD Social, Employment and Migration Working Papers, No. 166, OECD 
Publishing, Paris, http://dx.doi.org/10.1787/5jrxtk1zw8f2-en. 

  

http://dx.doi.org/10.1787/5jrxtk1zw8f2-en


110 │ 3. PEER-LEARNING FOR BOLDER SOCIAL PROTECTION IN KOREA 
 

 

CONNECTING PEOPLE WITH JOBS: TOWARDS BETTER SOCIAL AND EMPLOYMENT SECURITY IN KOREA © OECD 2018 

  

Penalties are usually justified on the grounds that they discourage workers from 

defaulting on employment in favour of benefits, thereby strengthening labour market 

outcomes and combatting a moral hazard among some to misuse the system. In practice, 

however, such a strict penalty as disqualification can encourage a different kind of moral 

hazard – for employers and employees to negotiate the terms of their dismissals to ensure 

the worker will retain their unemployment benefit entitlements. Such practices are 

apparently widespread in a number of countries (OECD, 2016[38]). 

Somewhat lighter penalties might therefore be preferable. Most OECD countries see 

benefit sanctions or suspensions of a certain period as a viable enough solution for 

encouraging job mobility (and, thus, labour market dynamism) while ensuring income 

and employment support reached those who may need it. 

Entitlement conditions for unemployment assistance benefits 

Unemployment assistance benefits usually entail entitlement conditions distinct from 

those applied under contributory measures. Where unemployment assistance benefits are 

the secondary tier of income support for jobseekers, alternative entitlement rules can help 

to maximise the overall coverage. For example, unemployment assistance measures can 

provide employment support and help to activate new labour market entrants in a way 

that insurance-type measures inherently cannot. Such measures may therefore be of 

specific benefit to school-leavers who might otherwise fall into a so-called “NEET” 

situation (being neither in employment, education, or training). Unemployment assistance 

measures can also ensure that employment support reaches the poorest, most vulnerable 

or hardest-to-place jobseekers in a way insurance-type measures seldom do. This may be 

of particular use in activating those who might otherwise exit the labour market. 

The coverage of unemployment assistance measures is usually restricted via three 

separate sets of entitlement conditions: those related to a jobseeker’s age; those related to 

the means that they possess (including individual or household income, savings, assets 

and so on); and those related, in some way, to their recent labour market activity. 

Table 3.3, below, details the entitlement conditions that apply under 15 unemployment 

assistance measures identified among the OECD countries, including Korea’s ESPP.
6
 

Entitlement conditions related to age typically span the entire working-age population. 

Most unemployment assistance measures welcome participants from early adulthood – 

starting at ages 15-20 – up to the legal retirement age – around age 65. Only Chile and 

New Zealand appear not to have a legal maximum age: entitlement to unemployment 

benefits ends, instead, upon the formal start of an individual’s retirement. 

Entitlement conditions related to means testing are applied under virtually all 

unemployment assistance measures. Among the OECD countries, only Chile and Sweden 

are exceptions to this rule: neither of their unemployment assistance measures involves a 

means test, though both offer only relatively low-value benefits and over a limited period 

of time.
7
 Finland’s flat-rate unemployment assistance benefit is generally means-tested, 

though not for jobseekers aged 55 and above. Korea’s ESPP is also generally 

means-tested, though not for young participants (aged 18-34) plus certain categories of 

jobseekers deemed as “vulnerable”.
8
 

Means-test waivers of the kind used in Finland and Korea offer an effective way to ensure 

that employment support, training and other activation-oriented services reach particular 

groups that might require them more. Reducing means-testing requirements can also 

simplify the application procedure for support and may reduce administrative costs. 
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Table 3.3. Entitlement to unemployment assistance benefits in OECD countries 

Selected benchmarks on entitlement for unemployment assistance benefits in OECD countries, 2016 

Country 

Benefit 
calculation 

and maximum 
duration 

Entitlement 
conditional 

on age 
(range in 
years) 

Entitlement 
conditional 
on means 

Entitlement conditional on 
recent labour market activity 

Relationship with UI (primary-tier) benefits 

Payable to 
those who 

have 
exhausted UI 

benefits 

Payable to 
those eligible 

for but not 
entitled to UI 

Payable to 
those not 

eligible for UI 

A. Countries where UA is the primary-tier unemployment benefit 

Australia Flat rate for an 
unlimited 
period 

16-65 ● None n/a n/a n/a 

New Zealand Flat rate for an 
unlimited 
period 

18 until 
retirement 

● None n/a n/a n/a 

B. Countries where UA operates as a secondary-tier unemployment benefit (alongside primary-tier UI benefits) 

Chile Flat rates for 
360 days 
(decreasing 
over time) 

18 until 
retirement 

- 12 months of pension 
contributions in prior 2 years 
(the last 3 being continuous 
and with one employer); 
NLMEs are not entitled 

● ● - 

Estonia Flat rate for up 
to 270 days 
(renewable in 
some cases) 

16-63 ● UI exhausted or 180 days of 
employment, self-emp., 
education; childcare; 
sickness; military service or 
detention in prior 12 months; 
NLMEs other than these are 
not entitled 

● ● ● 

Finland Flat rate for an 
unlimited 
period 

17-67 ● (except if 
aged 55+) 

6 months of employment in prior 
28 months (or 15 months of 
self-employment in prior 4 years); 
NLMEs aged 17-24 must 
complete vocational training or 
wait for 5 months 

● ● ● 

Germany Flat rate for an 
unlimited 
period 

15-64 ● None ● ● ● 

Ireland Flat rate for an 
unlimited 
period 

18-65 ● None ● ● ● 

Koreaa Flat rate for up 
to 12 months 
(renewable 
after 
3-30 months) 

18-64 ● (except 
youth and 
vulnerable 

groups) 

None ● ● ● 

Portugal Flat rate for up 
to 540 days 
(for initial 
claim) 

18-64 ● UI exhausted or 180 days of 
employment in prior year; 
alternatively, 720 days of 
self-employment in prior 
4 years; NLMEs are not entitled 

● ● Self-employed 
and 

dependent 
non-regular 

Sweden Flat rate for up 
to 60 weeks 

20-65 - UI exhausted or 6 months of 
employment in prior 12 months; 
NLMEs are not entitled unless 
recovering from an illness, 
completing full-time study or are 
returning from parental leave 

● ● ● 

United Kingdom Flat rate for an 
unlimited 
period 

16-65 ● None ● ● ● 
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Country 

Benefit 
calculation 

and maximum 
duration 

Entitlement 
conditional 

on age 
(range in 
years) 

Entitlement 
conditional 
on means 

Entitlement conditional on 
recent labour market activity 

Relationship with UI (primary-tier) benefits 

Payable to 
those who 

have 
exhausted UI 

benefits 

Payable to 
those eligible 

for but not 
entitled to UI 

Payable to 
those not 

eligible for UI 

C. Countries where UA predominantly extends support only to those exhausting primary-tier UI benefits 

Austria 92-95% of UI 
amount 
renewable 
annually 

19-65 ● Only if UI exhausted; NLMEs 
are not entitled 

● - - 

France Flat rate 
renewable 
every 
6 months 

16-65 ● 5 years of employment 
(including any training) in 
prior 10 years; NLMEs are 
not entitled 

● - Only some 
groups of 

self-employed 

Greece Flat rate for up 
to 12 months 

20-66 ● UI exhausted and 60 days of 
employment during the 
calendar year prior to 
registration 

● Only NLMEs 
after a 

12-month 
wait 

Only NLMEs 
after a 

12-month wait 

Spain Flat rate for up 
to 6 months 
(renewable 
only twice) 

16-65 ● Generally only if UI 
exhausted (return migrants 
are entitled with 12 months of 
employment in prior 6 years; 
self-employed covered under 
UI are excluded) 

Only if 
responsible 
for family or 
aged 45+ 

Only if 
contribution 
condition is 
unmet and 
job loss is 
involuntary 

Only those 
recovering 
from illness 

and 
ex-prisoners 

Note: “UA” refers to unemployment assistance benefits. “UI” refers to unemployment insurance benefits. “NLMEs” refers to 

new labour market entrants. “●” indicates entitlement is conditional on a means test or (in the right-hand columns) that benefits 

are payable, in a majority of circumstances, to the specified group. “-” indicates entitlement is not conditional on a means test or 

(in the right-hand columns) that the specified group is generally not covered by the measure. 

a) The row for Korea refers to ESPP. Two broad groups are exempted from a means test for participation under ESPP – certain 

“vulnerable groups” under type-1 programmes and jobseekers aged 18-34 under type-2 programmes. Vulnerable groups, in this 

case, include disabled persons; low-income self-employed persons; low-income non-regular workers; female heads of 

households; unmarried mothers; lone parents; former soldiers with technical skills; bankrupts; ex-prisoners; homeless people; 

international migrants by marriage; and defectors from the Democratic People’s Republic of Korea. 

Source: Compiled using OECD (2017), “Benefits and Wages: Country Specific Information”, www.oecd.org/els/soc/benefits-

and-wages-country-specific-information.htm, cross-checked and updated using SSA and ISSA (2016, 2017), Social Security 

Programs throughout the World. 

Entitlement conditions related to jobseekers’ recent labour market activity vary the most 

significantly across the OECD countries. Several of them include no such particular 

conditions: entitlement to unemployment assistance benefits is determined independently 

of previous labour market activity and, instead, may solely rely on the age restrictions 

imposed; a means test (if one is applied); and any additional behavioural conditions that 

may apply afterwards. This is the case for Korea’s ESPP and under the unemployment 

assistance measures applied in Australia, Germany, Ireland, New Zealand and the 

United Kingdom. These countries’ measures embrace new labour market entrants. 

Other countries set specific conditions on previous labour market activity, usually 

expressed as a minimum length of employment within a recent period of time. Such 

conditions usually exclude new labour market entrants but may offer special conditions 

for them. Finland’s unemployment assistance measure, for example, exempts new labour 

market entrants aged 17-24 from its labour market activity condition (of having at least 

six months of employment within the preceding 28 months) provided they complete a 

programme of vocational training or, otherwise, undergo a five-month “qualifying 

period” during which the benefit is suspended. 

http://www.oecd.org/els/soc/benefits-and-wages-country-specific-information.htm
http://www.oecd.org/els/soc/benefits-and-wages-country-specific-information.htm
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Unemployment assistance measures in Estonia and Sweden take an alternative approach: 

both have labour market activity conditions but include, under this, not only employment 

and self-employment but also periods of time spent in full-time education, caring for 

children, sickness, military service, imprisonment and other such justified activities. 

Conditions like these open up the possibility of participation for new labour market 

entrants (and returners) as a crucial step towards activation. Young people, inactive 

housewives, those regaining their work capacity after sickness, and ex-prisoners might all 

be in need of the additional help and support unemployment assistance measures can 

offer. The alternative, for many, might otherwise be a default to inactivity. In the same 

spirit, the vulnerable groups exempted from means testing under Korea’s ESPP offer an 

exemplary policy for others to follow.
9
 

Behavioural conditions and activation 

Unemployment benefit measures can encourage activation by restricting the income 

support they offer to ensure it is tangibly less than work. Another way is to impose a 

maximum duration on benefits, beyond which they are “exhausted” and cease to be paid. 

Perhaps the main way that unemployment benefit measures ensure activation, however, is 

through the behavioural conditions they enforce. Such conditions may variously require 

beneficiaries of unemployment protection measures to register as unemployed; to consult 

with public employment services for advice and oversight at regular intervals; to ensure 

they are readily contactable; to ensure they are capable of work; to ensure they are 

available for work (sometimes imminently); to actively search for work and provide 

evidence of this; to accept any reasonable job offer the public employment service might 

identify; and to accept participation in any active labour market programme or training 

the public employment service might deem necessary, among other such conditions. 

Behavioural conditions play an important role in the activation of jobseekers, once a 

benefit claim is underway, apportioning penalties on those who do not comply. 

Shortcomings around activation are generally evidenced by high rates of unemployment 

and, in particular, long-term unemployment. Korea, on the other hand, has among the 

lowest rates of both among the OECD countries (Figure 3.3). 

Korea’s formal unemployment rate was 3.8% in 2016. The share of those unemployed 

for 12 months or more was a mere 0.9% among the total unemployed – the lowest of any 

OECD country. The Czech Republic, Germany, Hungary, Japan and Switzerland had 

similarly low unemployment rates as Korea but significantly higher shares of long-term 

unemployment of some 40% or more. Greece, Italy, Portugal and Spain currently perform 

outstandingly poorly on both variables. For the OECD as a whole, unemployment stood 

at 6.5% and long-term unemployment at 30.5% in 2016. 

The time it takes from becoming a jobseeker to exiting unemployment was just 

3.0 months in Korea in 2016, according to the Economically Active Population Survey 

(Statistics Korea, 2017[5]). Comparable data for other OECD countries from 2014-15 

show significantly longer durations: 4.6 months in Canada; 6-7 months in Norway and 

the United States; 10-12 months in Australia, Finland and Poland; 16½ months in 

Switzerland; and upwards of 18 months in the Czech Republic, Hungary and the 

Slovak Republic (OECD, 2017[39]). 

Assuming that the majority of unemployed people genuinely find work under such 

circumstances – and are not merely exiting the labour force in large numbers – the 

indicators noted above signal a healthy (and even exemplary) activation climate in Korea. 
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Figure 3.3. Korea has among the lowest unemployment and long-term unemployment rates 

Unemployment rate and incidence of long-term unemployment in OECD countries, 2016 (percentages) 

 

Note: Data include all persons aged 15-64. Unemployment duration is based on ongoing (incomplete) spells. The figure ncludes 

all OECD countries except Chile, for which comparable data were unavailable. 

Source: OECD Employment Database, www.oecd.org/employment/database (accessed on 4 May 2017). 

StatLink 2 http://dx.doi.org/10.1787/888933645174 

Duration and value of income support 

The income support unemployment benefit measures offer differs much among the 

OECD countries. This can be said of both the maximum duration benefit claims can last 

for and of the value of the income support they offer. Table 3.4 pinpoints these two 

features for the various unemployment insurance and unemployment assistance measures 

implemented among the OECD countries. 

In terms of the duration, income support under Korea’s EI can last for a maximum 

of 90-240 days, depending on the jobseeker’s total contribution period and their age.
10

 

This is relatively short compared with most other OECD countries’ unemployment 

insurance measures, among which the median and mode duration are both 12 months. 

In some countries, the duration can last for considerably longer still: upwards of three 

years for some workers in France, Iceland and the Netherlands and for a potentially 

unlimited time in Belgium (though the benefit amount gradually declines towards a flat 

rate over time). Unemployment assistance benefits, on the other hand, can potentially be 

claimed for much longer durations since most are unlimited, in principle, or renewable for 

most participants. 

In terms of the value, income support under Korea’s EI is technically supposed to 
replace 50% of jobseekers’ previous gross earnings although is more resembles a 
“flat-rate” benefit, in practice, given its very narrow range between a minimum benefit 
value of KRW 46 584 and a maximum of KRW 50 000 per day, as of April 2017. 

http://www.oecd.org/employment/database
http://dx.doi.org/10.1787/888933645174
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Table 3.4. Scope of income support for unemployment in OECD countries 

Selected benchmarks on the income support offered for unemployment in OECD countries, 2016 

 

Type of 
measure 

Measure is 
means-tested 

Maximum claim period 
Formula calculation for the benefit amount 

(replacement share of previous gross earnings) 

A. Countries with only assistance-type protection for unemployment 

Australia Assistance ● No limit Flat rate ^ 

New Zealand Assistance ● No limit Flat rate ^ 

B. Countries with both assistance-type and insurance-type protections for unemployment 

Austria Insurance - 9 months 55% (of previous net earnings) 

Assistance ● 12 months (renewable) 92-95% of previous insurance benefit 

Chile Insurance - 10 months within any 5-year period 70% for 1 month; 55%, 45%, 40% and 35% in the 
following 4 months, respectively; 30% thereafter 

Assistance - 360 days Flat rate for 90 days; ¾ of this rate for 90 days; ½ of 
the original rate thereafter 

Estonia Insurance - 360 days * (360 daily instalments 
paid on every day of the week) 

50% for 100 days; 40% thereafter 

Assistance ● 270 days (renewable in some cases) Flat rate 

Finland Insurance - 100 weeks * (500 daily instalments 
paid only on 5 days in every week) 

Flat rate plus 45% of daily earnings of EUR 33-160 
plus 20% of daily earnings above EUR 160 

Assistance ● 
(except those 

aged 55+) 

No limit Flat rate 

France Insurance - 36 months ^ 57-75% (higher percentages for low earners) 

Assistance ● 6 months (renewable) Flat rate 

Germany Insurance - 24 months *^ 60% (of previous net earnings) 

Assistance ● No limit Flat rates (variable by family composition) 

Greece Insurance - 12 months * for former employees 
and 9 months * for former 
self-employed 

Flat rate 

Assistance ● 12 months Flat rate 

Ireland Insurance - 234 days * Flat rate 

Assistance ● No limit Flat rate ^ 

Koreaa Insurance - 240 days *^ (240 daily instalments 
paid on every day of the week) 

50%, formally, but effectively a flat-rate benefit 
(capped at 90% of the daily minimum wage), given 
tight margin between floor and ceiling amounts 

Assistance ● 
(except youth 
and vulnerable 

groups) 

4 weeks counselling at stage 1; up to 
8 months training, start-up support or 
internship at stage 2; 3 months 
job-placement support at stage 3 
(renewable after 3-30 months) 

Flat rates per day of participation at each stage, 
capped at a maximum monthly amount 

Portugal Insurance - 540 days *^ 65% for 180 days; 55% thereafter 

Assistance ● 540 days for initial claim; 270 thereafter Flat rate (equivalent to 80% of the UI floor amount) 

Spain Insurance - 24 months * 70% for 6 months; 60% thereafter 

Assistance ● 6 months (renewable up to 2 times) Flat rate ^ 

Sweden Insurance - 60 weeks (300 daily instalments paid 
only on 5 days in every week) 

80% for 40 weeks; 70% thereafter 

Assistance - 60 weeks Flat rate 

United Kingdom Insurance - 6 months Flat rate 

Assistance ● No limit Flat rate 

C. Countries with only insurance-type protection for unemployment 

Belgium Insurance - No limit 65% for 3 months; 60% for 9 months; 40-60% for up to 
36 additional months; gradual decrease to a flat rate 

Canada Insurance - 45 weeks (or lower, depending on 
local unemployment rate) * 

55% 
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Type of 
measure 

Measure is 
means-tested 

Maximum claim period 
Formula calculation for the benefit amount 

(replacement share of previous gross earnings) 

Czech Republic Insurance - 11 months 65% (of previous net earnings) for 2 months; 50% 
for 2 months; 45% thereafter 

Denmark Insurance - 104 weeks 90% 

Hungary Insurance - 90 days * 60% 

Iceland Insurance - 36 months 70% for 3 months; flat rate thereafter 

Israel Insurance - 175 days 36-80% ^ (higher percentages for lower earners) 
for 5 months up to a ceiling; ceiling reduced thereafter 

Italy Insurance - 18 months (under 2017 rules) 75% of monthly earnings up to EUR 1 195 plus 25% 
of those above that for 3 months; reduced by 3% in 
each month thereafter 

Japan Insurance - 330 days *^ (330 daily instalments 
paid on every day of the week) 

50-80% (higher percentages for lower earners) 

Latvia Insurance - 9 months 50-65% * for 3 months; discounting ¼ for 3 months; 
discounting ⅓ for the final 3 months 

Luxembourg Insurance - 12 months (renewable for some) 80% for 6 months; ceiling reduced thereafter 

Mexico Insurance - 90 days * 100% 

Netherlands Insurance - 38 months * 75% for 2 months; 70% thereafter 

Norway Insurance - 104 weeks (or 52 weeks below a 
certain income threshold) 

62.4% 

Poland Insurance - 18 months (or lower, depending on 
local unemployment rate) 

Flat rate * 

Slovak Republic Insurance - 6 months 50% 

Slovenia Insurance - 25 months *^ 80% for 3 months; 60% for 9 months; 50% thereafter 

Switzerland Insurance - 520 days *^ 70% 

Turkey Insurance - 300 days * 40% 

United States Insurance - 26-46 weeks (in most states) 50% (in most states) 

Note: “●” indicates entitlement is determined based on a means test. “-” indicates entitlement does not entail a means test. 
“*” indicates the amount is typically reduced for jobseekers with shorter contribution periods (only the maximum amount is 
stated above). “^” indicates the amount may be reduced for jobseekers among younger cohorts (only the maximum amount is 
stated above). Longer claim periods or higher-value benefits that may apply on the basis of family composition or targeting 
co-habiting dependents are discounted. 
a) Insurance-type measure refers to EI and assistance-type measure refers to ESPP. Two broad groups are exempted from a 

means test for participation under ESPP – certain “vulnerable groups” under type-1 programmes and jobseekers aged 18-34 
under type-2 programmes. Vulnerable groups, in this case, include disabled persons; low-income self-employed persons; 
low-income non-regular workers; female heads of households; unmarried mothers; lone parents; former soldiers with 
technical skills; bankrupts; ex-prisoners; homeless people; international migrants by marriage; and defectors from the 
Democratic People’s Republic of Korea. 

Source: Compiled using OECD (2017), “Benefits and Wages: Country Specific Information”, www.oecd.org/els/soc/benefits-
and-wages-country-specific-information.htm, cross-checked and updated using SSA and ISSA (2016, 2017), Social Security 
Programs throughout the World. 

Genuine flat-rate unemployment insurance measures transfer the same benefit amount to 
all entitled claimants, regardless of their previous earnings. Such benefits are paid for the 
entire claim period in Greece, Ireland, Poland and the United Kingdom and in the later 
stages of those in Belgium and Iceland. Unemployment assistance benefits also virtually 
always take on a flat-rate value. 

Variable-rate unemployment insurance benefits, on the other hand, retain a close link 
with beneficiaries’ previous earnings. During the initial stage of the claim period, such 
benefits replace up to 80% of previous earnings in Israel, Japan, Luxembourg, Slovenia 
and Sweden; 90% in Denmark; and even 100% in Mexico. 

  

http://www.oecd.org/els/soc/benefits-and-wages-country-specific-information.htm
http://www.oecd.org/els/soc/benefits-and-wages-country-specific-information.htm
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In practice, even variable-rate unemployment benefits are “flattened”, to some degree, at 
either extreme of the earnings distribution by “floor” and “ceiling” amounts that define 
the range of benefit values any measure can deliver. Benefit floor and ceiling amounts 
can be defined in various ways, including both explicit and de facto thresholds: 

 Explicit benefit thresholds are set at a particular value, defined by policy makers, 
and typically adjusted over time. Some are officially pegged to certain labour 
market variables like the statutory minimum wage or the national average wage or 
simply set to change in line with inflation. The explicit floor for Korea’s EI is 
officially capped at 90% of the daily minimum wage. Estonia has an explicit 
floor-cap of 50% of the previous year’s full-time minimum wage. In Hungary and 
Turkey, the benefit ceiling is pegged to the full-time minimum wage: at 100% 
and 80% of its level, respectively. In Luxembourg, the floor and ceiling amounts 
are both pegged at 80% and 250% of the minimum wage, respectively. In Israel, 
the ceiling amount is fixed at 100% of the national average wage. 

 De facto benefit thresholds operate somewhat differently and can supplant explicit 
thresholds under certain circumstances. The standard formula replacement rate for 
a minimum wage earner, for example, can function as a de facto floor amount: a 
benefit that reimburses, say, 60% of usual earnings cannot fall below a value 
of 60% of the minimum wage for any entitled jobseeker leaving a formal full-time 
job. The standard replacement rate for the minimum wage may thus count as a 
de facto floor for unemployment benefits – at least for formal, full-time workers. 
De facto ceiling amounts may exist where the covered earnings used to calculate 
social contributions are capped at some maximum threshold. Such thresholds 
effectively set a de facto ceiling on the benefit amount a jobseeker can receive, 
since only their covered earnings count towards insurance. Many countries 
employ such caps including Canada, France, Germany, Norway and Switzerland. 

Putting together the information on all such thresholds, it is possible to compare 
OECD countries’ unemployment benefit measures regarding the range of values their income 
support can offer. Figure 3.4 shows the range of possible values for both unemployment 
insurance and unemployment assistance measures in OECD countries relative to the average 
wage (Panel A) and (where applicable) the statutory minimum wage (Panel B).

11
 

Based on this analysis, Korea emerges as an outlier among the OECD countries in two 
main ways. First, the tight margin between EI’s explicit floor and ceiling amounts 
represent the smallest range of any OECD country (apart from those with explicitly 
flat-rate benefits). EI thus effectively functions more like a flat-rate benefit than any other 
countries’ measures do. Second, EI’s floor is especially high compared with other 
countries’ measures. Such a high floor makes Korea the only OECD country that brings 
all primary-tier unemployment benefit recipients above the relative poverty threshold of 
50% of the average wage (albeit for only the relatively short duration of 90-240 days that 
EI benefits can last) (Figure 3.4, Panel A). EI’s high explicit floor also makes Korea the 
only OECD country where all such beneficiaries gain more than the minimum wage 
(Figure 3.4, Panel B). Although the EI floor is officially capped at 90% of Korea’s daily 
minimum wage, the minimum amount a claimant can receive is actually greater than the 
minimum wage, in practice, since the benefit is claimed on seven days per week.

12
 

EI’s explicit ceiling is less of an outlier: broadly equivalent to those established in 
Denmark, Italy and Sweden (relative to their average wages) or Belgium, Canada and 
Spain (relative to their statutory minimum wages) but significantly lower than those of 
Finland, France, Germany, Latvia, Luxembourg, the Netherlands, the Slovak Republic 
and Switzerland, for example, where benefits may far exceed 100% of the average wage 
and 250% of the statutory minimum wage (Figure 3.4). 
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Figure 3.4. Unemployment benefit ranges differ much across OECD countries,  

relative to their average wage and (where applicable) statutory minimum wage 

 

Note: UA: Unemployment assistance benefits; UI: Unemployment insurance benefits; AW: Full-time average wage of a regular 

employee, estimated by dividing the national-accounts-based total wage bill by the average number of employees in the total 

economy and multiplying by the ratio of average usual weekly hours per full-time employee to average usual weekly hours for 

all employees; MW: Statutory minimum wages. 

Information on benefit amounts is valid for circa 2015-16 and information on average wages and minimum wages for 2016, 

except for Korea, whose data have been updated using the latest parameters, valid for 2017. Benefit amounts are relevant for 

jobseekers who meet all applicable eligibility, entitlement and behavioural conditions; are aged 40; and are single and without 

dependents. Floor amounts shown are whichever is highest between: i) the explicit minimum benefit amount, and ii) the de facto 

minimum benefit amount a jobseeker would gain after stopping full-time employment in which they earned the minimum wage. 

Original amounts stated in annual, weekly, daily or hourly terms were converted to monthly figures assuming either a 40-hour 

or a 5-day working week, with 52 weeks divisible into 12 equal months in every year. Chile, Mexico and the United States are 

not included due to insufficient data. 
Source: Average wages and statutory minimum wages data are from the OECD Employment Database, 
www.oecd.org/employment/database (accessed on 04 May 2017), series on “average annual wages” and “minimum wages at 
current prices in NCU”; benefit ranges compiled using OECD (2017), “Benefits and Wages: Country Specific Information”, 
www.oecd.org/els/soc/benefits-and-wages-country-specific-information.htm, cross-checked and updated using SSA and ISSA 
(2016, 2017), Social Security Programs throughout the World. 

StatLink 2 http://dx.doi.org/10.1787/888933645193 
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Under Korea’s ESPP, the maximum transfer of KRW 400 000 per month under stage 2 
(including a training allowance of up to KRW 284 000 plus a training incentive of 
KRW 116 000) is currently equivalent to 14.0% of the monthly average wage. This is broadly in 
line with the flat-rate amounts paid by secondary-tier unemployment benefits in France, Greece 
and the United Kingdom. It is rather lower, however, than the amounts provided in Finland, 
Portugal and Sweden, where the equivalent is 20-25% of the average wage (Figure 3.4). 

Figure 3.5, below, shows the floor and ceiling amounts for primary-tier unemployment 
benefits in OECD countries relative to their standard formula replacement rate: the share 
of an entitled jobseeker’s previous earnings that unemployment benefits compensate. The 
formula replacement rate is calculated for the first month of the unemployment claim 
(though it may reduce in subsequent months), as specified in Table 3.4 above. 

Based on this analysis, most OECD countries fall into one of three general groups: 

A. Some determine benefit amounts according to the same fixed-rate benefit for all 

jobseekers. In practice, such measures replace relatively low amounts of around 

10-25% of the average wage. Countries with such measures include Australia, 

Greece, Ireland, New Zealand, Poland and the United Kingdom. 

B. Some set the benefit range above and below the average formula replacement 

rate. Floors and ceilings defined in this way limit extreme benefit outcomes at 

either end of the income distribution while retaining the formula replacement rate 

for jobseekers with previously average earnings. This group of countries includes 

Japan, France, Germany and others. 

C. Some set the entire benefit range below the average formula replacement rate. 

Floors and ceilings defined in this way result in relatively low-cost unemployment 

benefit measures and reduce, in any case, the value of entitlements for jobseekers 

around the middle of the income distribution. This group of countries includes 

Canada, Spain, Sweden and others. 

Korea’s EI does not conform neatly to any of these three models. 

When EI was first established in 1995, the benefit floor and ceiling amounts closely 
resembled those of present-day Austria, Estonia or Japan: a relatively modest formula 
replacement rate of 50% of usual earnings was contained, on either side, by floor and 
ceiling amounts equivalent to 17.9% and 79.6% of the average wage.

13
 At EI’s inception, 

Korea would thus have neatly fit in among the group-B countries shown in Figure 3.5. 

As Korea’s benefit floor increased from 70% to 90% of the minimum wage after 1999; 
and as the minimum wage itself increased rapidly over time; the EI floor converged 
closer to the formula replacement rate and to the ceiling amount. Between 2011 and 2016, 
the EI ceiling was slightly lower than the formula replacement rate of the average wage, 
thus resembling the group-C countries’ measures shown in Figure 3.5.

14
 

By 2017, the EI benefit range has become so narrow it is virtually a flat-rate benefit. 
Korea today thus resembles the group-A countries shown in Figure 3.5, except that the 
implied replacement rate – at around 50% of the average wage – is much higher than 
the 10-25% provided by the genuine flat-rate unemployment insurance measures like 
those of Ireland, Poland or the United Kingdom. 
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Figure 3.5. Unemployment benefit ranges differ much across OECD countries,  

relative to their formula replacement rate 

Floor and ceiling amounts of unemployment benefits in selected OECD countries relative to the actual replacement rate  
for a full-time, average-wage employee within the first month of unemployment, 2016 (percentages) 

 

Note: AW refers to the full-time average wage of a regular employee, estimated by dividing the national-accounts-based total 
wage bill by the average number of employees in the total economy and multiplying by the ratio of average usual weekly hours 
per full-time employee to average usual weekly hours for all employees. Information on benefit amounts is valid for 
circa 2015-16 and information on average wages for 2016, unless stated otherwise. Benefit amounts are relevant for jobseekers 
who meet all applicable eligibility, entitlement and behavioural conditions; are aged 40; and are single and without dependents. 
Floor amounts shown are whichever is highest between: a) the explicit minimum benefit amount, and b) the de facto minimum 
benefit amount a jobseeker would gain after stopping formal full-time employment in which they earned the minimum wage. 
Source: Average wages data obtained from the OECD Employment Database, www.oecd.org/employment/database (accessed 
on 04 May 2017), series on “average annual wages”; benefit ranges compiled using OECD (2017), “Benefits and Wages: 
Country Specific Information”, www.oecd.org/els/soc/benefits-and-wages-country-specific-information.htm; cross-checked and 
updated using SSA and ISSA (2016, 2017) Social Security Programs throughout the World. 

StatLink 2 http://dx.doi.org/10.1787/888933645212 

Looking ahead, political leaders in Korea have announced a goal to increase the statutory 
minimum wage to KRW 10 000 per hour, perhaps by the year 2020. The current EI floor 
of 90% of the minimum wage would thus result in a minimum benefit of KRW 72 000 – 
roughly equivalent to 72.6% of what the average wage might be by then.

15
 

Korea already has the highest unemployment benefit floor of any OECD country, relative 
to its average wage. Maintaining the current EI floor at 90% of the minimum wage 
by 2020 would make Korea the only OECD country whose floor amount is greater than 
the formula replacement rate for an average worker. Even the already confirmed increase 
of the minimum wage to KRW 7 530 per hour from January 2018 implies an EI benefit 
floor of KRW 54 216 per day (calculated as 7 530 x 8 x 0.9), which will replace 56.5% of 
the average daily wage by then – a much higher floor than anywhere else in the OECD. 

  

http://www.oecd.org/employment/database
http://www.oecd.org/els/soc/benefits-and-wages-country-specific-information.htm
http://dx.doi.org/10.1787/888933645212
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To restore a balance to this situation, policy makers should ultimately decide what kind of 
an EI Korea wants. There are several potential avenues forward: 

 Korea could decisively merge the EI floor and ceiling amounts together to offer a 
genuine flat-rate benefit like those of the group-A countries, mentioned above.

16
 

 Korea could reduce the EI floor amount to a lower share of the minimum wage 
(such as, for example, the 70% it originally was before 1999 or to something 
lower like the 40% currently set in Turkey or the 50% in Estonia) and raise the 
ceiling (to, e.g. Luxembourg’s 250% of the minimum wage or Israel’s 100% of 
the average wage) to resemble more the group-B countries, mentioned above. 

 Korea could maintain its current floor and ceiling amounts as they are but offer EI 
benefits on five days per week (as both Finland and Sweden do), instead of 
on seven, within the current total maximum total claim period 
of 90-240 benefit-days. This would effectively lower the weekly and monthly 
floor and ceiling amounts EI claimants can receive by 28.6% (calculated as 2 ÷ 7) 
without, on the face of it, affecting the total amounts jobseekers are entitled to 
nor, necessarily, the insurance premiums required to finance such an EI. This 
approach offers perhaps the quickest and simplest solution for EI to resemble 
more the group-C countries’ measures, mentioned above. 

 Finally, Korea could maintain its current floor amount as it is but raise the 
formula replacement rate from its current 50% of usual earnings to 80% (as in 
Luxembourg, Slovenia and Sweden) or 90% (as in Denmark) and increase the 
ceiling accordingly. This would somewhat rationalise the uncommonly high floor 
amount EI currently has but result in more costly transfers. 

Providing a detailed costing for these different options is, unfortunately, beyond the scope 
of this report. Any adjustments, however, should certainly be careful to consider their 
fiscal impacts on the sustainability of EI plus any knock-on effects on work-incentives. 

In any case, returning EI to the relative floor and ceiling levels it originally launched with 
in 1995 (i.e. those equivalent to roughly 18% and 80% of the average wage, respectively, 
as shown in Figure 3.5) would today require a floor amount of KRW 16 900 per day – 
roughly 33% of today’s daily minimum wage – and a ceiling of KRW 75 100 – roughly 
150% of the current ceiling level. 

Choosing a slightly narrower range like that of Japan’s current unemployment insurance 
measure (with thresholds of roughly 30% and 65% of the average wage, as shown in 
Figure 3.5) would require an EI floor amount of KRW 28 300 per day – roughly 55% of 
today’s daily minimum wage – and a ceiling of KRW 61 400 – roughly 125% of the 
current ceiling level. 

All of these options are within the scope of what policy makers can achieve. Maintaining 
the current high floor and tight ceiling amounts of EI deviates from its original design and 
almost completely eliminates the link between the benefit amount and regular earnings. 
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Protections for sickness in OECD countries 

Common support measures 

The majority of OECD countries implement income support measures for employees 
undergoing temporary absences from work. Such benefits commonly seek to compensate 
workers whose capacity to perform their work (and, thus, to earn an income) is restricted 
in some justifiable way over a limited period of time. 

Temporary work incapacity can commonly arise from sickness or an injury. Two key 
types of policy measures are commonly applied under such circumstances: 

 Employers’ liability for sickness places a burden of duty on employers to provide 
for eligible workers during a period of ill-health. Employers may thus be obliged 
to pay part (or all) their worker’s salary, over a period of their absence. In some 
cases, employers must also rehabilitate the worker within a separate role or secure 
for them a different job elsewhere. In Korea, employers face no such liabilities for 
their workers at the statutory level.

17
 

 Cash sickness benefits can provide more extensive income support for workers in 
case of sickness beyond a period of employers’ liability. Most such benefits 
operate as contributory measures though some countries complement them with 
assistance-type benefits. Korea has neither, beyond the limited scope of support 
that delaying EI entitlement can offer to workers who relinquish their jobs. 

The discussion below elaborates on the many ways in which OECD countries currently 
apply such measures, elaborating on the potential best practices for Korea.

18
 

Employers’ liability for sickness 

Employers in most OECD countries are liable for at least part of the risk associated with 
their employees’ absences in case of sickness. Most OECD countries mandate employers 
to continue paying an absent worker (in full or in part) over a period of 5-15 working 
days. In several cases, employers’ liability covers a much longer potential period of time: 
extending to around six weeks in Germany and Poland; 11-12 weeks in Austria and 
Luxembourg; 18 weeks for some workers in France; 36 weeks in Italy; and up to two 
years in the Netherlands (Spasova, Bouget and Vanhercke, 2016[40]).

19
 

Employers in Korea have no such statutory obligations. Among the OECD countries, this 
is likewise the case in Canada, Denmark, Greece, Ireland, Japan, Portugal and 
the United States. Under such circumstances, it is predominantly at employers’ own 
discretion to decide what support to offer a worker. In practice, this can lead to a 
polarisation in the support different groups within the labour market might receive, 
potentially excluding many elderly workers; workers with pre-existing health conditions; 
non-regular workers; and employees in smaller firms. It also enables discrimination. 

Employers in some countries may be bound to equivalent obligations under the terms of 
their workers’ employment contracts or via a collective agreement. Indeed, collective 
agreements sometimes set the norm for determining sickness pay and leave allowances. 
Switzerland, for example, regulates sickness protection predominantly through collective 
agreements, linking the employers’ liability very closely to workers’ tenure (lasting 
three weeks for new staff and upwards of six months for decades-tenured employees) 
(OECD, 2014[41]). Israel, likewise, determines sickness protection predominantly on the 
basis of collective agreements (SSA and ISSA, 2017[42]). Finland has statutory provisions 
for employers covering nine days of a worker’s absence due to sickness, while collective 
agreements increase it to 30 days for most manual workers and upwards of 90 days for 
professional and government employees (Spasova, Bouget and Vanhercke, 2016[40]). 
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In France, most collective agreements oblige employers to make up the difference 
between cash sickness benefits and their workers’ full usual earnings over a period of 
several weeks (Spasova, Bouget and Vanhercke, 2016[40]). 

Collective agreements offer a purposeful alternative to statutory provisions but may leave 
out large segments of the workforce. Statutory employers’ liability distributes the risks 
associated with sickness more equitably by holding all employers to a common standard 
of protection. Statutory employers’ liability also ensures that a minimum baseline of 
coverage is provided for all employees alike – indiscriminately of their sector, age or 
working time – thus helping to reduce the associated duality in support that can arise 
among different groups within a labour market. 

Coverage of cash sickness benefits 

Almost all OECD countries implement some social protection measure providing income 
support to workers under a period of temporary work incapacity. Such measures usually 
extend far beyond the limited provisions of employers’ liability for sickness. 

Table 3.5 gives an overview of the coverage entailed by cash sickness benefits in OECD 
countries. Most provide income support through contributory measures. Australia, 
Finland, New Zealand and the United Kingdom also provide non-contributory income 
support, pending a means test. Korea has no equivalent measure in place. 

In Korea, EI benefits may offer limited support to workers undergoing sickness under two 
specific sets of circumstances: those who are employed at the time they fall ill and forced 
to leave their jobs may choose to postpone the start of their EI benefit claim until they 
regain the capacity to seek work up to a maximum period of four years (though they gain 
no income support during this time); and those who are unemployed and already claiming 
EI benefits at the time they fall ill are exempted from behavioural conditions during what 
remains of their regular entitlement period (of 90-240 days). In either case, however, 
anyone still formally attached to an employer is ineligible for income support. 

Given this circumstance, the best option for many workers undergoing sickness in Korea 
is simply to be fired. Such outcomes lead to indefinite breaks in employment 
relationships that are inefficient for workers and employers alike. Such outcomes also 
remove all liability from employers, opening the way for discrimination and potentially 
prolonging workers’ rehabilitation. Such outcomes, finally, can increase social exclusion 
for those who do not find their way easily back into work. 

While EI may thus offer a limited degree of support for unemployed persons following a 
period of sickness, cash sickness benefit measures in other countries support existing 
employees during an absence from work due to sickness. The difference is crucial since 
one central goal among the latter kinds of measures is ultimately to preserve the 
employment relationship – something altogether neglected in Korea. Meeting this goal 
strengthens the positive role employers can play in their workers’ recovery and can 
significantly ease transitions back to work. Failing to meet this goal may add to the 
burdens workers face, resulting in longer periods of time spent on social benefits. 

Among the remaining OECD countries, only Israel, Switzerland and the United States 

likewise have no statutory cash sickness benefit measures in place. Nevertheless, workers 

in Israel and Switzerland are generally relatively well protected: those in Israel through 

extensive sickness provisions common to practically all collective agreements and those 

in Switzerland through far-reaching employers’ liability laws. Only Korea and some parts 

of the United Sates thus have no equivalent policy in place. 
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Table 3.5. Coverage of cash sickness benefits in OECD countries 

Selected benchmarks on the coverage of cash sickness benefit measures in OECD countries, 2016 

 

Regular coverage includes Coverage 
of unemployed 

persons 

Voluntary coverage 
available Regular salaried 

employees 
Self-employed persons 

Non-regular salaried 
workers 

A. Countries with only non-contributory, means-tested cash sickness benefits 

Australia ● ● ● ● n/a 

New Zealand ● ● ● ● n/a 

B. Countries with both contributory and non-contributory cash sickness benefits 

Finland ● ● ● ● n/a 

United Kingdom ● ● ● ● n/a 

C. Countries with only contributory cash sickness benefits 

Austria ● ● ● (apprentices) ● - 

Belgium ● ● ● ● n/a 

Canada ● - … ● ● (for self-employed) 

Chile ● ● ● (contractors) - ● 

Czech Republic ● - - - ● (for self-emp. and 
foreign-owned firms) 

Denmark ● ● ● ● ● 

Estonia ● ● ● ● n/a 

France ● ● ● (trainees) ● ● 

Germany ● - ● (apprentices) ● ● (for self-employed) 

Greece ● - ● - - 

Hungary ● ● ● ● n/a 

Iceland ● ● ● - n/a 

Ireland ● - - - - 

Italy ● - ● (contractors) ● - 

Japan ● - … ● ● (for SMEs and 
agricultural workers) 

Latvia ● ● - ● ● 

Luxembourg ● ● ● ● n/a 

Mexico ● - - … ● 

Netherlands Mainly through EL - ● ● ● (for self-employed) 

Norway ● ● ● ● n/a 

Poland ● ● (after a 90-day wait) - ● ● (for non-regular) 

Portugal ● ● (after a 30-day wait) ● - n/a 

Slovak Republic ● ● - ● ● 

Slovenia ● ● ● ● n/a 

Spain ● ● ● ● n/a 

Sweden ● ● - ● - 

Turkey ● ● ● (domestic workers) - ● 

D. Countries without statutory cash sickness benefits 

Israel No, but widely found 
in collective agreements 

- - - n/a 

Korea - - - ● (through EI) - 

Switzerland Voluntary only plus EL - - ● ● 

United States Only in some states - - - - 

Note: “●” indicates relevant coverage is provided, as standard. “-” indicates relevant coverage is not provided. “…” indicates 

there is insufficient information available. “EL” refers to employers’ liability for workers’ sickness. All information is valid for 

2016 except Canada, Chile, Mexico and the United States, which are valid for 2015. 

Source: Compiled using SSA and ISSA (2016, 2017), Social Security Programs throughout the World. 
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Scope of income support for sickness 

Beyond coverage, three key dimensions determine the scope of the income support cash 

sickness benefits may provide: 

 The maximum duration of cash sickness benefits differs greatly across countries. 

Some offer support for relatively limited periods of time (such as 15 weeks in 

Canada and 22 weeks in Denmark), while others do so for up to 18 months or 

longer (such as Germany, Japan, Portugal, Sweden and elsewhere) or for 

theoretically indefinite periods of time in case a recovery is expected (as in 

Slovenia, Turkey and the United Kingdom) (SSA and ISSA, 2016[31]). 

 The value of the income support cash sickness benefits provide also varies much 

across countries. As with unemployment benefits, most cash sickness benefits are 

calculated as a share of the claimants’ usual work-related income. Cash sickness 

benefits commonly compensate anything from 50-55% of this amount (as in 

Canada, Greece and the Slovak Republic) to all of it (as in Denmark, Ireland and 

Norway), subject to floor and ceiling amounts (SSA and ISSA, 2016[31]). 

 The interaction between cash sickness benefits and employers’ liability also 

differs much between countries. Some rely exclusively on employers’ liability 

(such as the Netherlands and Switzerland) while others have only social insurance 

(such as Canada, Japan, Portugal and others). Most, however, rely to some extent 

on both (Spasova, Bouget and Vanhercke, 2016[40]). 

Figure 3.6 illustrates the income support provided for sickness in six OECD countries, 

taking account of the three dimensions of differences noted above. 

Germany illustrates perhaps the most common combination of support applied among the 

OECD countries: following the start of a worker’s sickness, their employer is liable to 

compensate all (or most) of their earnings over a limited period of time, after which cash 

sickness benefits provide income support over a longer period. Except for minor 

differences in duration, value and eligibility criteria, the general approach illustrated by 

Germany is observed in a majority of OECD countries (SSA and ISSA, 2016[31]). 

Luxembourg has a similar mix of measures as Germany, though its employers pool their 

own risks together through a mutual insurance fund operated at the national level. 

Employers who opt in to this fund are reimbursed 80% of the cost of their liability for 

workers’ sickness for up to 77 days per worker, beyond which point the worker gains 

entitlement for cash sickness benefits.
20

 Employers in France, Switzerland and elsewhere 

also make use of such collective insurance practices – sometimes provided privately 

(Spasova, Bouget and Vanhercke, 2016[40]). Where such insurance may be mandatory, it 

usually entails opt-out clauses for government departments bound by separate liabilities 

or very large firms big enough to manage their own risks unilaterally (OECD, 2014[43]). 

The Netherlands places a uniquely weighty statutory liability for sickness upon 

employers, covering 70% of a sick employee’s wage (or 100% under most collective 

agreements) up to a ceiling amount during absences lasting up to two years.
21

 Workers 

who have no regular employer (including most non-regular workers plus unemployed 

persons) are entitled to social benefits of an equivalent amount and duration. Among the 

other OECD countries, only Switzerland has broadly similar employers’ liability 

provisions, covering 100% of a sick employee’s pay for up to a period of 3-46 weeks, 

depending on their tenure (OECD, 2014[41]; SSA and ISSA, 2016[31]). 
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Figure 3.6. OECD countries offer very different levels of income support for sickness 

Maximum duration, value and type of income support for sickness in selected OECD countries, 2016 

 

Source: Compiled using SSA and ISSA (2016, 2017), Social Security Programs throughout the World. 

StatLink 2 http://dx.doi.org/10.1787/888933645231 

Canada, Japan, Portugal and other OECD countries impose no statutory employers’ 

liability for sickness but ensure support through sickness insurance measures alone. In 

Portugal, the benefit amount rises at one, three and 12 months, continuing for up to 

three years in total or for a potentially unlimited duration for cases of tuberculosis (SSA 

and ISSA, 2016[31]). Cash sickness benefits in Slovenia and Spain have a similar design 

by which the benefit amounts increase at a certain point in the claim period. In Japan, on 

the other hand, the Injury and Sickness Allowance maintains a uniform replacement rate 

of two-thirds of usual income throughout the benefit claim period of up to 18 months 

(SSA and ISSA, 2017[42]). Japan’s measure is financed through contributions made under 

http://dx.doi.org/10.1787/888933645231
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the broader health insurance system. In Canada, finally, cash sickness benefits have a 

relatively low value and duration, replacing only 55% of a worker’s usual income for up 

to a maximum period of 15 weeks (SSA and ISSA, 2016[44]). Canada’s cash sickness 

benefits operate and are financed under the same Employment Insurance measure that 

provides unemployment benefits. 

The six cases thus outlined illustrate a variety of possible approaches to providing social 

protection for sickness, although they are by no means exhaustive. The fact that Korea 

has neither employers’ liability nor income support for workers undergoing absences 

from work due to sickness highlights an important shortcoming for the social protection 

system. Introducing a degree of statutory liability for employers would be a positive step 

within this context. Korea could also implement an effective insurance-based income 

support measure through its existing national health insurance infrastructure (as Japan and 

other countries do) or via its EI infrastructure (as Canada and other countries do), 

tailoring somewhat the social contributions collected from workers and employers while 

broadening the remit and entitlement criteria these measures might entail. 

The key importance of rehabilitation strategies 

Whatever future pathway Korea might take on this question, social protection for sickness 

requires a sound strategy for rehabilitation. Rehabilitation measures can be seen as the 

“activation component” of employers’ liability for sickness and cash sickness benefits, 

through which to ensure that workers with adequate capacity return to work. 

Rehabilitation strategies aim to provide those with at least some work capacity with the 

motivation and means to fulfil it. Such strategies seek to reintegrate beneficiaries within 

their former workplace or (if unemployed) into the labour market more generally. Such 

strategies are of the utmost importance for avoiding unnecessarily long absences from 

work or permanent exits from the workforce. Such strategies are fundamental for fighting 

the “benefit traps” sickness protection measures may encounter when beneficiaries regain 

their capacity but relinquish the will to work. Failure to rehabilitate sick workers swiftly 

and effectively can easily prolong unemployment or inactivity, stagnating workers’ skills; 

increasing time they spend on benefits, and resulting in potential social exclusion. 

OECD countries approach rehabilitation in a variety of different ways. For example, 

Austria, Denmark, Ireland and others provide “partial capacity benefits” as a follow-up 

form of income support for beneficiaries who return to work upon regaining all or part of 

their work capacity (Spasova, Bouget and Vanhercke, 2016[40]). Such approaches can help 

decrease benefit dependency and improve incentives for work. 

Some countries build rehabilitation conditions directly into the entitlement rules of their 

benefit measures. Cash sickness benefits in Sweden, for example, apply a “rehabilitation 

chain” to ensure beneficiaries gain employment if they can do so: claimants receive 

benefits for up to 90 days if they cannot carry out their regular job for their regular 

employer; for up to 90 days more if they cannot carry out any job for the same employer; 

and beyond 180 days only if they cannot carry out any job for any formal employer 

(Försäkringskassan, 2016[45]).
22

 Beneficiaries undergo a medical assessment at each stage 

in the chain to determine their work capacity. Those deemed to be capable of working are 

then moved onto unemployment benefits and obliged to fulfil the behavioural conditions 

and various other steps usually required around activation. Such an approach presents 

workers with very clear choices at clearly-defined intervals. It directs those who can work 

into the kinds of jobs they can do, demanding they explore broader work opportunities at 

each progressive step in the chain to ensure their rehabilitation. 
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Some countries, finally, target rehabilitation primarily through the supporting services 
they provide under the health service, public employment service or some specialised 
entity dealing specifically with rehabilitation. The United Kingdom, for example, 
launched its Fit for Work service in September 2015 to provide specialised advice and 
support through an online one-stop-shop. The service is publically-funded, optional and 
free to access. It consists of an online domain and telephone service offering official 
occupational health advice on managing sickness absences tailored towards three distinct 
groups of stakeholders: employers, workers and medical practitioners. It also provides a 
streamlined referral service for work capacity tests. Similar services operate in Austria, 
Ireland, the Netherlands and elsewhere. 

Beyond the approaches briefly outlined here are a multitude of other possible solutions 
for achieving rehabilitation. Whatever the outcome for Korea, any future sickness 
protection measure should give careful consideration to such strategies. 

Protection for other groups at risk of poverty in OECD countries 

Common support measures 

Beyond the specific poverty risks related to unemployment and incapacity discussed in 
the preceding two sections, social protection measures can also alleviate a variety of more 
general poverty risks. For example, some social protection measures seek to ensure all 
households can secure at least a given minimum standard of living by delivering cash or 
in-kind support. Other social protection measures focus more on children’s welfare to 
ensure they all have access to, at least, a certain threshold of means. Still other measures 
aim chiefly to boost earnings (i.e. work-related income) to secure strong work incentives 
and secure a minimum livelihood for households with working members. 

Across a diverse range, social protection measures implemented across the OECD tend to 
target one or more of these separate goals. Many of them, indeed, combine all three. 
Several distinct types of measures can be identified: 

 Social assistance benefits are paid in cash to individuals or households below a 
given poverty threshold, as determined through means testing. Such measures are 
almost always non-contributory as the very lowest tier of income support. Some 
such measures benefit inactive household members, under certain circumstances, 
though most retain strong activation principles for those capable of working. In 
Korea, the living benefit under BLSP belongs to this category of measures. 

 Housing benefits are often an integral component of broader social assistance 
measures that cover, specifically, beneficiaries’ costs of accommodation. Some 
such benefits may vary their amounts by family-type and from locality to locality. 
Particular housing benefits, such as rental subsidies, can also operate as 
stand-alone social protection measures. In Korea, the housing benefit component 
of BLSP belongs to this category of measures. 

 Family benefits usually also form part of broader social assistance measures but 

vary according to household composition. Under certain circumstances, such 

benefits may cover children of different ages; non-employed spouses; elderly 

relatives; and, sometimes, other co-habitants. Particular family benefits, such as 

lone-parent benefits, may operate as stand-alone social protection measures, 

though most exist as components of broader social assistance or in-work benefit 

measures. Three of Korea’s social protection measures fall under this broad 

category: the living benefit component of BLSP provides a regular, recurring 

family benefit; the child-birth benefit under BLSP provides a one-off, lump-sum 
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family benefit; and the stand-alone Child Tax Credit (CTC) provides a form of 

family benefit for working households. 

 In-work benefits (or employment-conditional benefits) commonly aim to 

encourage poor households into productive activity by making work more 

rewarding. Such measures are central for tackling in-work poverty. Some in-work 

benefit measures offer direct cash transfers as top-ups to low-wage work: “wage 

subsidies”, “income supplements” and other direct in-work benefits operate in this 

way, topping up the otherwise low earnings of eligible workers. Other in-work 

benefits essentially achieve the same end indirectly through fiscal incentives 

instead: “tax credits”, “tax allowances” and “earnings’ disregards” thus reduce 

workers’ tax burden. Korea’s EITC as well as the Duru Nuri Social Insurance 

Subsidy Programme belong to these categories of measures.
23

 

The discussion below elaborates on the coverage conditions OECD countries apply under 

such measures; the scope of the income support that they offer; and how successful they 

are at reaching the poorest in society. A closing sub-section follows up with a brief look 

at ongoing debates around the “basic income” idea. 

Coverage conditions 

Most social assistance measures are means-tested: they support only those households 

with the least access to capital flows (i.e. earnings and other income) and stocks (i.e. 

savings, real estate and other assets). Most means tests encompass only the capital flows 

and stocks that belong directly to the direct inhabitants of the applying household. The 

means of relatives belonging to other households thus tend not to count into the equation. 

Korea’s BLSP, however, employs the so-called “family support obligation” whereby the 

means test encompasses not only members of the benefitting household but also their 

spouses, parents and offspring (although it excludes siblings and other family members) 

whether or not they live in the same place. The policy is arguably founded in Confucian 

family values, rooted in a time when Korea had no welfare state to speak of. Historical 

parallels exist in other OECD countries, underpinned in western ones by Catholic social 

principles of subsidiarity: the idea that state support should come as a complement, rather 

than a substitute, to family support (Fleckenstein and Lee, 2017[46]). The subsidiarity 

principle still commonly applies among family members within an individual household 

but rarely encompasses those outside of it (MISSOC, 2013[47]). 

By and large, most OECD countries have gradually abandoned their reliance on family 

support over time in favour of more direct state intervention. In some cases, this trend 

was coupled with the emergence of less stable families over time – evidenced by falling 

fertility and rising divorce rates – and their becoming more nuclear – evidenced by falls 

in the share of multi-generational households – alongside new social risks arising from 

family conflicts over care duties and resources allocation (Fleckenstein and Lee, 2017[46]). 

Family support obligations thus seldom apply in OECD countries to such an explicit 

extent as under Korea’s BLSP. Most countries’ family laws and precedents under case 

law can amount to family care obligations under certain circumstances, though these 

rarely affect entitlements to social protection explicitly. Germany considers family 

support under the means test its social assistance measure applies, although this regards 

only the support relatives actually provide, on a regular basis, as opposed to the potential 

support they could deliver, according to their means, as under BLSP (MISSOC, 2017[48]). 
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Insofar as BLSP relies on such estimates of the potential support family members might 

offer, it may be unreliable: while many families will adhere to the Confucian values, there 

will always be some who do not. Under such circumstances, a struggling household may 

doubly lose out: first from their own family’s neglect and second under the BLSP’s rigid 

family support conditions. The diversity of family relationships in any society and at any 

time may always lead to such cases, highlighting a clear role for government action. 

One concern around the BLSP’s family support obligation might be that weakening it 

could precipitate a breakdown of traditional family norms. One could argue that public 

support may tamper with the complex incentives involved around the altruistic support 

family members confer to one another by their common practice. But public support need 

not necessarily trump traditional inter-family support if the two are considered as 

complements, rather than substitutes. Conceivably, a majority of caring families would go 

on supporting a vulnerable member irrespective of any BLSP allowances they might 

receive, posing no significant risk for Confucian values. Meanwhile, neglectful families 

could equally renege on supporting their relatives regardless of BLSP. Under both sets of 

circumstances, it makes sense to gradually relax the family support obligation, ensuring 

reliable support for all poor households alike. 

Scope of protection for groups at risk of poverty 

OECD countries differ very much around the overall amount of support they provide for 

poorer households. OECD countries also differ in the ways in which support is structured, 

relating to the composition of their different social protection measures. 

The OECD Tax-Benefit Models offer a useful way to evaluate how such support 

measures sum together; how they interact with the tax system; and the ways in which they 

are affected by household characteristics (such as gross earnings, work-status, family 

composition and other such variables) in OECD countries (OECD, 2017[39]). The Models 

facilitate detailed estimates of the income different household-types might expect to gain 

(or lose) via applicable social protection measures, taxes and social contributions. The 

Models thus offer a variety of valuable insights into the ways OECD countries design 

their social protection measures and, ultimately, the scope of the income support they 

seek to provide for households under different circumstances. 

The modelled estimates presented in this sub-section consider only one particular type of 

household: a married couple cohabiting with two children where one partner is employed 

and the other inactive. Each such household is assumed to have only modest assets and 

savings such that they can pass a relevant means test under each modelled measure. The 

country-level estimates shown below thus vary only by the gross household earnings 

(represented, in each figure below, along the horizontal-axis normalised to deciles of 

national average household earnings). The findings relate to the income such households 

in selected OECD countries can receive from each category of social benefit plus the net 

amount they actually gain after income taxes and social contributions (represented, in 

each figure below, by the solitary dot within each bar).
24
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Figure 3.7 shows the social protection measures such a family might have access to in 

Korea. BLSP social assistance benefits make up the biggest component for families earning 

below the minimum wage, bringing the lowest-income families up to a minimum living 

standard of around 30-35% of average household income. BLSP housing benefits provide 

additional support, though only (again) to those earning below the minimum wage. BLSP’s 

modest family benefit applies equally to households of all income levels (from 1-100% of 

average household earnings and beyond). Finally, EITC and CTC in-work benefits 

from 2015 offer only very modest support for those earning up to 50% of the national 

household average. Net household income is only marginally below the bar-totals in each 

column, illustrating Korea’s relatively low rates of income tax and social contributions. 

Figure 3.7. Social protection measures in Korea bring entitled families  

to within 45% of average household income 

Modelled estimates of household income in Korea by benefit type when a sole-earner supports a non-working 

spouse and two children, by gross household earnings (percentage of average earnings), 2015 

 

Note: Median net household incomes are before housing costs (or other forms of “committed” expenditure). Results are 

equivalised based on the square root of the household size and account for all relevant cash benefits, as indicated. Net income 

figure shows the final amount after deducting income taxes and social contributions. Two children are assumed to be aged 4 

and 6. 

Source: Modelled estimates from OECD (2017), Social Protection and Well-being Database. 

StatLink 2 http://dx.doi.org/10.1787/888933645250 

Figure 3.8 illustrates how equivalent measures in other OECD countries combine for 

low-income families of the same type, revealing a genuine variety of approaches: 

 Some countries predominantly provide income support through social assistance 

benefits (Figure 3.8, panels in row A). In Denmark, for example, social assistance 

benefits alone bring the income of low-earning households to within 45-60% of 

average income, while housing and family benefits add a further 15-20 percentage 

points on to of this. Japan has similar social protection, although housing benefits 

count more for those earning more than the minimum wage. Luxembourg has 

similar measures as well, bringing families with gross earnings of 10-70% of 

average earnings to a virtually flat level of net income worth 75% of the national 

average. Germany, France, Poland, Sweden and Switzerland also place a similar 

emphasis on social assistance benefits.
25
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Figure 3.8. Social benefits combine in many different ways across the OECD 

Modelled estimates of household income in selected OECD countries by benefit type when a sole-earner 

supports a non-working spouse and two children, by gross household earnings (% of average earnings), 2015 

 

Note: Results are equivalised based on the square root of the household size and account for all relevant cash benefits, as 

indicated. Net income figure shows the final amount after deducting income taxes and social contributions. Where benefit rules 

are not determined on a national level but vary by region or municipality, results refer to a “typical” case (e.g. Michigan in the 

United States; the capital in some other countries). The two children in each scenario are assumed to be aged 4 and 6. 

Source: Modelled estimates from OECD (2017), Social Protection and Well-being Database. 

StatLink 2 http://dx.doi.org/10.1787/888933645269 

http://dx.doi.org/10.1787/888933645269
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 Some countries predominantly provide income support through in-work benefits 

(Figure 3.8, panels in row B). Among the OECD countries, Ireland, New Zealand 

and parts of the United States place the most pronounced emphasis on in-work 

benefits. In all three countries, in-work benefits amount to significant sums and 

continue to apply on earnings far higher than the full-time minimum wage. 

 Some countries predominantly provide income support through family benefits 

(Figure 3.8, panels in row C). For example, family benefits in Australia, Canada 

and the United Kingdom play the most pronounced role for the modelled 

family-type, relative to other measures. In all three countries, the benefit amount 

declines among households with higher earnings. 

The Tax-Ben Models reveal the extent to which OECD countries place entirely different 
emphases on the social protection measures they use. For policy makers, however, the 
particular mix is conditioned by the leading social outcomes they desire. Social assistance 
benefits, for example, may be the best for ensuring that no individual household falls 
below a level of income necessary for a decent standard of living. In-work benefits may 
be preferential for making work pay and encouraging, in turn, poor households to gain or 
retain an active role within the labour market. Family benefits and housing benefits may 
be best for reducing unequal opportunities among children within society to ensure that 
all of them, at least, grow up within a certain standard of means. 

Which of these particular goals Korea may want to emphasise, in turn, ought to shape its 
decisions about the future direction for structuring and further developing BLSP, EITC, 
CTC, Duru Nuri and other such income support measures. 

Targeting support to society’s poorest members 

The mix of social protection measures any given country implements can be more or less 
adept at delivering support to the poorest in society. Some countries’ measures 
comprehensively target social transfers towards the poorest households – with the most 
valuable benefits predominantly reaching those at the bottom of the income distribution. 
Other countries neglect to nurture such redistributive goals – with higher social transfers 
reaching richer households than poorer ones. 

Figure 3.9 illustrates the average aggregate social transfer amounts that reach households 
in the top and bottom income quintiles (i.e. those in the poorest and richest 20% of the 
overall income distribution), relative to the value of the average social transfer. The figure 
gives a sense of how strongly these countries’ social protection measures redistribute 
income towards the least well-off in society. Data refer to each country’s working-age 
population and include all social cash transfers available for this group, including 
unemployment benefit and social assistance but also disability benefit, sickness benefit, 
family benefit, housing benefit and early retirement benefit, if applicable. 

Countries that achieve the strongest redistributive outcomes tend to rely more heavily on 
non-contributory, means-tested assistance-type social protection measures rather than 
insurance-type ones or use flat-rate benefit payment rates more commonly rather than 
payments linked to an individual’s previous earnings. Australia and New Zealand, for 
example, rely exclusively on far-reaching non-contributory, predominantly means-tested 
ones, paid for from general government expenditures. The Netherlands and the 
United Kingdom have mature social assistance measures in place with strict 
means-testing requirements geared towards achieving strong support for the poor and a 
general preference for flat-rate social insurance payments to enhance this goal. Denmark, 
Finland and Sweden also have significant flat-rate benefit components in place through 
which they achieve a high level of redistribution to the poorest. 



134 │ 3. PEER-LEARNING FOR BOLDER SOCIAL PROTECTION IN KOREA 
 

 

CONNECTING PEOPLE WITH JOBS: TOWARDS BETTER SOCIAL AND EMPLOYMENT SECURITY IN KOREA © OECD 2018 

  

Countries that achieve the weakest redistributive outcomes tend to have relatively limited 

or low-value non-contributory support in place or a strong focus on payments linked to 

individual earnings. Social assistance benefits in Greece and Spain, for example, offer no 

direct income support to working-age beneficiaries except as in-kind support for housing 

and health care. Italy has long relied on a decentralised system of social assistance that 

has only recently been harmonised and still has some way to go towards maturity. 

Korea fits in between these two extremes – with roughly equal-value social transfers 

reaching society’s richest and poorest working-age households alike (Figure 3.9). This 

places Korea close to the OECD average on this indicator. If policy makers in Korea 

desire more redistributive outcomes, there is significant scope to improve the status quo. 

Figure 3.9. Social beneficiaries in Korea’s top and bottom income quintiles gain transfers  

of a broadly equal value 

Social transfers received by working-age individuals in low- and high-income groups,  

percentage of average transfers among the top and bottom quintiles, 2014 or latest year available 

 

Note: Working-age refers to age group 18-65. Data refer to public social cash transfers at the household level, adjusted for 

household size. Income quintiles are calculated according to disposable income. 

a) Unweighted average of the 35 OECD countries. 

Source: Estimates based on the OECD Income Distribution Database (http://oe.cd/idd). 

StatLink 2 http://dx.doi.org/10.1787/888933645288 

Korea’s welfare system could achieve better support for its poorest members through 

policy actions in terms of both their design and implementation. In terms of design, BLSP 

could entail more explicit targets around poverty reduction, especially in-work poverty. 

BLSP could also improve support for low-income households by relaxing some of its 

entitlement conditions – first and foremost its family support obligation. Furthermore, 

expanding EI eligibility to cover self-employed persons and more categories of non-

regular workers would have a disproportionate effect on those with lower earnings, thus 

assisting poorer households. 

In terms of implementation, BLSP, EITC and CTC could make much more of an effort to 

reach households that fail (for whatever reason) to claim their entitlements. For BLSP, 

this could include awareness-raising activities aimed at de-stigmatising benefit receipt. 

For EITC and CTC, it could include bolder intervention from Korea’s tax authorities in 

streamlining participation and, potentially, securing tax rebates for latecomers. 

http://oe.cd/idd
http://dx.doi.org/10.1787/888933645288
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Most of the changes proposed under each measure would increase their overall costs. 

Increasing support for Korea’s poorest households in a fiscally neutral way is potentially 

only achievable through a much broader realignment towards an altogether different 

social welfare paradigm. Entirely non-contributory, means-tested social welfare systems 

like Australia’s or New Zealand’s, for example, achieve strong outcomes for their poorest 

members at relatively small fiscal expenditures. In order to do so, they concentrate social 

protection expenditures on the least well-off within society. Such systems have the 

advantage of covering every sort of worker and jobseeker, irrespective of their past or 

present status in employment, thus achieving more equal treatment in a fragmented labour 

market. Such systems also bypass administrative challenges related to eligibility 

conditions; undocumented workers evading contributions; and complicated entitlement 

conditions. They do, however, remove most support for better-off households and require 

putting in place highly robust ways of determining applicants’ means. 

Ongoing debates around basic income 

The concept of a basic income (sometimes also called a “guaranteed minimum income”, a 

“guaranteed adequate income” or a “citizens’ income”) has featured prominently in recent 

public debates on social protection, gaining interest from across the political spectrum. 

One common description equates the basic income idea to a social transfer capable of 

meeting the following four defining properties (BIEN, 2017[49]): 

1. It is provided periodically, not as a one-off, lump-sum payment. 

2. It is provided in cash, rather than in kind or as vouchers. 

3. It is provided to individuals, rather than to groups or households. 

4. It is unconditional on individuals’ active search or availability for work. 

A “universal basic income”, in turn, would meet one additional key property: 

5. It is universal, paid to all members of society regardless of their existing means. 

Some advocates for the basic income idea promote using it to replace existing social 

protection systems, many of which currently rely on means-testing and other such costly 

administrative processes. Proponents primarily support the basic income idea as a 

powerful and elegant solution to end national poverty; lower income inequality; and 

otherwise empower society’s individuals. Radical proponents for the idea argue that a 

genuine universal basic income could replace not only most social protection measures 

but most existing labour market institutions such as minimum wages; paid sickness and 

parental leave; and publicly-funded education, among other things. More moderate 

proponents argue that a more targeted (non-universal) basic income could valuably 

complement existing social protection measures, replacing only the lowest-tier social 

assistance programmes while retaining a strong activation focus. 

Detractors of the basic income idea tend to focus on its potentially vast fiscal cost. Others 

argue a basic income would essentially create a publicly-funded subsidy for inactivity, 

reducing labour force participation and, hence, threatening economic stability and 

long-term economic performance. Both of these arguments deserve close attention as 

neither is easily dismissed (OECD, 2017[50]). 

Public interest in the basic income idea has grown rapidly over the past two years or so. 

Google (2017[51]) provides an analytical tool for quantifying online searches related to 

individual themes or expressions over time. Figure 3.10 shows the weekly trends in 

Google searches, worldwide, on the topic of basic income.
26

 The data are normalised 
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at 100, relative to the top number of searches made within a given week (i.e. relative to 

the observation labelled “E” in the figure below). Online interest in the basic income 

topic gained particular traction around two key events in June 2016 and January 2017: 

 The first major peak of interest in basic income coincided with a referendum in 

Switzerland held on 5 June 2016 regarding whether or not to make constitutional 

changes to guarantee a nation-wide universal basic income. The proposed level 

would enable all recipients “to live a dignified life and participate in public life”, 

which campaigners suggested might have amounted to CHF 2 500 per month 

(roughly KRW 2.9 million) for every adult and CHF 625 (KRW 725 000) for 

every child. While the motion generated vast public interest, worldwide, voters 

rejected it in the final outcome by a majority of 76.9% on a turnout of 2.5 million 

(around 47% of those registered). 

 The second major peak of interest in basic income is primarily attributable to a 

large-scale national trial of the idea Finland launched on 1 January 2017. The 

pilot measure guarantees a basic income of EUR 560 per month (KRW 730 000) 

over a two-year period to 2 000 residents aged 25-58, selected at random, who 

received unemployment benefits at the start of the trial. The transfer amount 

replaces any non-contributory benefits participants could otherwise have claimed 

(but does not affect their contributory benefits). Beneficiaries continue to receive 

the amount regardless of any transition into employment. 

Figure 3.10 illustrates a number of similar decisions, experiments and events that have 

coincided with increased levels of online interest in basic income.  The events and dates 

labelled are by no means exhaustive nor are they necessarily the true underlying causes of 

increased online interest in every case. They are labelled below simply in terms of their 

coincidence with the observed spikes within the Google (2017[51]) data. 

Ongoing trials in various OECD countries and elsewhere contribute to a spirited ongoing 

debate around the basic income idea. Nevertheless, much uncertainty remains around the 

possible impact such a measure could have on recipients’ behaviour (especially around 

labour force participation) and how to create the necessary fiscal space for it. Until an 

adequate evidence base emerges on questions such as these, political leaders will have 

every reason to approach the idea cautiously. 

In Korea, too, an active public debate has emerged on basic income. During the 

presidential election of 2017, one ambitious proposal came about to provide a basic income 

of KRW 83 300 per month in the form of a “life-cycle dividend” for individuals aged 0-29 

and those aged 65 and above. Under the proposal, a “special dividend” of up to an equal 

value would also be provided for certain categories of workers earning a low income and 

for disabled people. By excluding a majority of the working-age population outright, 

champions of the proposal argued it could have little impact for work incentives. Funding 

for the programme was closely discussed and proposed to come from tighter public 

spending in other areas and new taxes on land holdings. The policy has not been realised. 
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Figure 3.10. Online interest in the basic income idea has increased much over time 

Worldwide Google searches per week related to the basic income topic in multiple languages,  

October 2012 to October 2017 (percentage relative to the peak week) 

 

A Italy: General elections take place in which two political parties (Movimento 5 Stelle and Sinistra Ecologia Libertà) 

propose replacing existing social protection measures with a basic income. 

B European Union: European Economic and Social Committee hosts a conference on “emancipating European 

welfare”, bringing together leading thinkers on basic income. 

United Kingdom: Charities launch a “campaign for a basic income for all”, promoting the idea. 

C Finland: Government announces it will draw up plans by November 2016 to replace its existing social protection 

system with a national basic income of EUR 800 per month for all adult citizens. 

D Canada: Announcement of upcoming basic income pilot for residents in Ontario province. 

E Switzerland: Referendum rejects introduction of a nation-wide basic income by a 77% majority. 

 United States: Group of business actors announce support for basic income as “the social vaccine of the 21st century”, 

funding a high-profile experiment to take place in Oakland, California. 

 Italy: Basic income pilot is launched over six months in the city of Livorno. 

F Canada: Ontario province finalises its plan to launch a large-scale pilot scheme in early-2017, offering a basic income 

to working-age adults below the poverty line. 

 United States: High-profile business leaders pledge USD 10 million to support research into the basic income idea 

under the Economic Security Project. 

G Finland: National basic income trial is launched over two years for 2 000 unemployed adults. 

H United Kingdom: Devolved government of Scotland announces plans for basic income trials. 

 European Union: European Parliament rejects a recommendation to “seriously consider” a basic income to address 

possible job-losses arising from technological advances by a 53% majority. 

I United States: Mark Zuckerberg, the CEO of Facebook, delivers a speech publically endorsing the universal basic 

income idea and calling on governments, worldwide, to explore its option. 

Note: Numbers represent search interest via Google relative to the highest point on the chart. A value of 100 thus represents the 

peak popularity for the topic within a given week; a value of 50 means the topic is half as popular as that; and a value of 0 means 

it was less than 1% as popular as in the peak week. The data represent worldwide Google searches, grouping all relevant search-

terms using separate languages. 

Source: Google (2017), Google Trends, https://trends.google.com/trends/ (accessed on 03 November 2017). 

StatLink 2 http://dx.doi.org/10.1787/888933645307 

https://trends.google.com/trends/
http://dx.doi.org/10.1787/888933645307
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Municipal administrators in Seongnam – a city of 950 000 inhabitants located 26 km 

south east of Seoul in Korea’s Gyeonggi province – implemented a form of basic income 

through their “youth dividend” programme (청년배당), launched in January 2016. The 

measure provides a transfer of KRW 250 000 per quarter (i.e. roughly KRW 83 300 

per month) to young people who have lived in the city for at least three years. Originally 

intended to reach all of the city’s inhabitants aged 19-24, the youth dividend is thus far 

only been implemented for those aged 24 due to budgetary constraints. The transfer 

amount is provided in a local currency called the “Love Seongnam Gift Certificate” 

(성남사랑상품권) accepted exclusively by selected retailers within the city limits. The 

transfer entails neither means-testing nor any explicit activation conditions. 

There appears to be no methodical impact assessment of Seongnam city’s youth dividend. 

Records reveal that the benefit was delivered to a total of 17 745 beneficiaries during 

2016 and a further 14 822 and 10 639 respectively in the first and second quarters of 

2017. It is unknown, however, what impact the transfer has had on beneficiaries’ work 

activity and other behaviours. It is unknown, moreover, how the benefit influences 

expenditure: what proportion beneficiaries ultimately invest in education or training, for 

example, or incorporate, rather, into their regular disposable income. 

Questions of this sort would be valuable to answer for the basic income debate to move 

forward in Korea. Numerous insights could be gained if the Seongnam city programme 

was monitored and studied as closely as, for example, Finland’s ongoing basic income 

experiment. Despite the global attention it has received, the Finnish experiment has a 

sample of less than one eighth of Seongnam city’s beneficiaries and a smaller total 

budget. The Finnish experiment has been billed, from the start, as a time-limited, one-off 

trial that might, as such, have only a limited or skewed influence on individuals’ 

behaviour. Seongnam city’s programme, by contrast, is a longer-lasting policy. 

Failing to investigate the behavioural impacts of Seongnam city’s youth dividend 

represents a wasted opportunity for Korea and, indeed, a drawback for the broader 

scientific community interested in the basic income policy option. Both supporters and 

opponents of the idea could benefit from stronger evidence of this kind. 

Conclusion 

This chapter compares the different ways in which social protection measures are applied 

in OECD countries, elaborating on the various conditions, features and objectives they 

involve. By illustrating the diversity of policy options, the discussion seeks to identify 

what might work best for Korea. The variety of policy options signals not one but 

multiple good solutions to address Korea’s ongoing shortcomings in the labour market 

(discussed in Chapter 1) and gaps around social protection (discussed in Chapter 2). 

Five key findings stand out from the analysis. First, the analysis evaluates a number of 

policy solutions other countries use to bridge some of EI’s ongoing coverage gaps. It 

identifies numerous best practices for extending EI to self-employed persons (most of 

which apply equally well to unpaid family workers and non-regular salaried workers). 

Second, the analysis compares the value of Korea’s EI benefits with those found 

elsewhere. It calculates that EI’s floor is the highest among its OECD equivalents 

(relative to their average wages) and its floor and ceiling the closest to one another of any 

such variable-rate measure. Policy makers could rationalise these amounts by treating EI 

as an explicitly flat-rate benefit; by altering certain key parameters; or by returning to the 

original broad benefit range EI had upon its launch in 1995. 
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Third, the analysis finds that ESPP fulfils many of the same functions and has similar 

design features with unemployment assistance measures in other OECD countries. 

Laudably, ESPP already embodies many of the best practices identified among these, 

delivering its employment services to the most vulnerable jobseekers within a highly 

effective activation framework. 

Fourth, the analysis highlights a troubling lack of support for individuals undergoing a 

temporary incapacity to work due to sickness: Korea has neither statutory employers’ 

liability for sickness nor a targeted cash sickness benefit measure. Such an apparent 

policy vacuum singles Korea out among the OECD countries, most of which ensure 

ample support through both employers’ liability and comprehensive cash sickness 

benefits. Korea might follow their examples, offering more support than it currently does 

alongside a robust rehabilitation strategy. 

Finally, the analysis finds no parallel among the OECD countries to Korea’s rigid “family 

support obligation” applied under BLSP. The discussion argues that the rule is not only 

outmoded but potentially unreliable and unfair. 
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Notes 

 
1. Jobseekers failing to meet eligibility conditions gain no coverage for unemployment insurance 

ex ante. Jobseekers failing on entitlement conditions effectively lose their coverage (in whole 

or in part), despite having made contributions. Only jobseekers meeting both of these sets of 

conditions can begin their claim, though they may be penalised if they fail to meet the 

behavioural conditions. 

2. Note that women and men are relatively polarised among these two groups of workers in 

Korea: men accounted for 71.9% of self-employment in 2016, while women made up 86.5% 

of contributing family workers. 

3. Note that the general approach these countries take is consistent with the relevant ILO 

conventions regarding social protection for unemployment – the Social Security (Minimum 

Standards) Convention, 1952 (No. 102) and the Employment Promotion and Protection 

against Unemployment Convention, 1988 (No. 168) – neither of which explicitly mentions 

coverage for self-employed persons owing to the practical difficulties of assessing their work 

situation (ILO, 2013[8]). 

4. Among the OECD countries, only Norway expresses its minimum contribution condition not 

as a function of working time but, rather, on the basis of earnings. Jobseekers in Norway are 

eligible to claim unemployment insurance benefits so long as they have earned NOK 140 451 

(valid as of May 2017) during the preceding calendar year – equivalent to roughly one quarter 

of Norway’s national average wage – or twice that amount within the preceding three years. 

5. Note that most such penalties also encompass jobseekers who were fired from their job 

because of serious misconduct or some other such infraction. The language countries use to 

draw the distinction between voluntary and involuntary unemployment differs, in some cases, 

although the central aim is the same: some measures thus refer to voluntary unemployment as 

being without “good reason”, without “legitimate” or “just cause”, “self-inflicted” or 

otherwise arising from a person’s “own fault”, among other such expressions. 

6. Strictly speaking, Korea’s ESPP is not an unemployment assistance benefit although it shares 

many of the same features insofar as it offers non-contributory, means-tested income support 

to jobseekers alongside employability services and training. ESPP is discussed throughout this 

section as an unemployment assistance measure. 

7. Chile’s unemployment assistance benefit was worth less than 2% of the average wage in 2015 

(roughly 3-8% of the statutory minimum wage) and claimable for only up to 360 days; 

Sweden’s unemployment assistance benefit was worth less than one quarter of the average 

wage in 2016 and offered for up to 60 weeks (OECD, 2017[52]). 

8. The vulnerable groups exempted from means testing under Korea’s ESPP include disabled 

persons; low-income self-employed persons; low-income non-regular workers; female heads 

of households; unmarried mothers; lone parents; former soldiers with technical skills; 

bankrupts; ex-prisoners; homeless people; international migrants by marriage; and defectors 

from the Democratic People’s Republic of Korea. 

9. Note that the converse is true in some countries: new labour market entrants in Austria, Chile, 

France, Greece, Portugal and Spain gain no coverage from either tier of unemployment 

benefits and, hence, neither have access to the income nor employment support these measures 

can offer. Such unemployment assistance measures tend, at the very most, only to extend 

support to jobseekers exhausting their unemployment insurance benefits (pending a means 

test), thus predominantly affecting those in long term unemployment. While the highly 

restricted coverage of such measures can ensure a low cost, they may fail to bring employment 

services to some of those in most need of them. 
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10. The maximum period of 240 days applies to workers who have made insurance contributions 

for upwards of 10 years and are either disabled or above the age of 50. Shorter periods apply 

to younger workers and those with fewer contributions. 

11. Note that the calculations for Korea assume a monthly average wage of KRW 2 862 410 for 

2017. This figure is based on the “average annual wage” estimate published on OECD.Stat; 

divided by 12 to give a monthly figure of KRW 2 815 114 for 2016; and multiplied by 1.017, 

based on the 1.7% compound annual growth rate achieved over the past five years (2011-16) 

according to the time-series of the same indicator. This figure is very close to the 

KRW 2 795 000 value for the “average monthly wage” of a regular salaried worker in Korea 

in August 2016, based on the Economically Active Population Survey (Statistics Korea, 

2017[5]) (KOSIS table ID: DT_1DE7082). Korea’s unemployment insurance benefit range 

refers to the respective floor and ceiling amounts of KRW 46 584 and KRW 50 000 per day, 

defined under EI as of April 2017. Korea’s unemployment assistance benefit amount refers to 

the maximum transfer of KRW 400 000 per month participants can currently receive at stage 2 

of ESPP. 

12. A minimum-wage employee in Korea earns KRW 6 470 per hour, as of January 2017. Under 

Korea’s labour laws, full-time employees work for around 173 hours per month (calculated as 

40 x 52 ÷ 12); discounting any overtime; but actually get paid for 209 hours (due to Korea’s 

statutory “paid weekly holiday”), amounting to a minimum wage of KRW 1 352 230 

per month (6 470 x 209). By comparison, an EI claimant can receive no less than 90% of the 

daily minimum wage for each day they are entitled to benefits, amounting to a minimum 

benefit of KRW 1 413 048 per month (6 470 x 8 x 0.9 x 7 x 52 ÷ 12). This amount represents 

104.5% of the monthly minimum wage. The explicit benefit ceiling under EI is currently 

KRW 50 000 per day, amounting to a maximum benefit of KRW 1 516 667 per month 

(50 000 x 7 x 52 ÷ 12). This amount represents 112.2% of the monthly minimum wage. 

13. Korea’s average wage in 1995 was KRW 13 720 964 per year (OECD, 2017[39]) – equivalent 

to KRW 37 695 per day (calculated as 13 720 964 ÷ 52 ÷ 7). The formula replacement rate of 

50% therefore amounted to an average benefit of KRW 18 848 per day (37 695 x 0.5). The 

explicit floor amount for EI benefits was set at 70% of the daily minimum wage and, 

therefore, equal to KRW 6 748 per day (1 550 x 8 x 0.7). The original ceiling amount was 

fixed at KRW 30 000 per day. 

14. In 2014, for example, Korea’s average wage was KRW 32 428 968 per year (OECD, 2017[39]) 

– equivalent to KRW 89 091 per day (calculated as 32 428 968 ÷ 52 ÷ 7). The formula 

replacement rate thus amounted to an average benefit of KRW 44 545 per day (89 091 x 0.5). 

The EI floor amount was smaller at KRW 37 512 per day (5 210 x 8 x 0.9). The ceiling 

amount was also smaller at KRW 40 000 per day. 

15. Korea’s nominal average wage grew at a compound rate of 1.7% per year, on average, 

during 2011-16 (OECD, 2017[39]). Assuming a constant trajectory, Korea’s average wage 

could reach an estimated KRW 99 200 per day by 2020. The explicit floor amount of EI; at 

90% of a minimum wage of KRW 10 000 per hour; would equal KRW 72 000 per day by 

2020 (calculated as 10 000 x 8 x 0.9) – equivalent to 72.6% of the average wage, which is 

considerably higher than the formula replacement rate of 50% of gross earnings. Given that 

the EI floor takes precedence over the ceiling in deciding the benefit amount, the ceiling 

would also effectively be pushed up to this amount (or adjusted to something higher). 

16. At 50-55% of the average wage, this would be the highest-value flat-rate unemployment 

benefit in the OECD. Such a high amount, however, might be coherent with the relatively 

short average duration of unemployment in Korea and almost non-existent long-term 

unemployment (see Figure 3.3). 

17. In practice, some employers in Korea do provide legitimate protections for their workers 

through their own internal policies, under collective agreements or on a case-by-case basis. 
 

http://stats.oecd.org/index.aspx?lang=en
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Nevertheless, many of them (and smaller firms in particular) offer no such commitments nor 

security to workers. In any case, Korean labour laws oblige none to provide any such support. 

18. Note that some countries provide additional benefits in kind under such circumstances covering, for 

example, the costs of hospital treatments, out-patient care and medicines. Such support is left out of 

the present discussion insofar as Korea’s national health system already provides adequate care that 

is free at the point of delivery. Cash parental benefits plus protection from work-related injury or 

illness also apply to more specific forms of temporary work incapacity in a majority of countries. 

Such measures are likewise left out of the present discussion insofar as both are adequately 

addressed in Korea: income support for temporary work incapacity among women during 

pregnancy is addressed through social insurance and employers’ liability for maternity; statutory 

paid parental leave extends to women and men alike following childbirth as well as (since 2010) 

adoption; income support for temporary work incapacity arising from a specifically work-related 

ailment has existed since 1953 (for short-term paid sick leave) and 1963 (insurance for 

compensation in case of industrial accidents) while today’s laws automatically cover all salaried 

employees and enable voluntary affiliation for own-account workers (SSA and ISSA, 2017[42]). 

19. The United Kingdom offers a somewhat unique example, where employers pay their workers 

a fixed-rate amount during a period of absence lasting up to 28 weeks, regardless of usual 

earnings. Flat rate protections of this kind may be good for limiting the overall cost of liability 

for employers while providing relatively long lasting and equitable support for employees. 

20. Note that employers’ mutual insurance funds in Luxembourg are likewise accessible to 

self-employed persons: those contributing to a mutual insurance fund can reimburse 80% of 

their earnings in case of sickness during a period of 77 days, beyond which cash sickness 

benefits can start (for which they are covered on a compulsory basis). 

21. During this period, employers in the Netherlands are obliged to make concrete efforts to restore 

the worker’s capacity, reintegrate them into work or secure for them another position (either 

internally or elsewhere). Failure in this may result in an additional year of liability for the 

employer. 

22. Note that the rehabilitation chain in Sweden is applied somewhat less rigidly under certain 

circumstances. Some workers, for example, can continue their claim beyond 180 days if a full 

recovery is expected within the first year of sickness. Highly-specialised and older workers may 

claim it is unreasonable to accept any job from any formal employer and limit their search 

accordingly. Self-employed persons are assessed against their original work during the first 

180 days but must consider any available work (whether salaried or non-salaried) beyond that 

point. Finally, workers unsure about their work capacity may take leave from their employer in 

order to try out another job before committing to it and, thus, end their entitlement. 

23. Another form of in-work benefit may come about if an unemployment benefit measure continues 

to provide a degree of income support to low-income beneficiaries for a period of time after their 

return to work. So-called “transitional unemployment benefits”, “into work benefits” or “activation 

allowances” of this kind apply in a number of OECD countries including Canada, Japan and 

Norway. Korea’s EI has such a mechanism in terms of its Early Re-employment Allowance, while 

ESPP has it in its Employment Success Allowance. While such benefits can be a worthwhile tool 

for combating benefit traps among jobseekers, it is unclear how effective they really are at 

promoting more rapid returns to work or higher job retention. In any case, such benefits offer only 

transitional support, at best, and are not elaborated upon further in the present chapter. 

24. Note that under this set-up the gap between total income (represented, in each figure, by the 

tip of the stacked bars in each column) and net income (represented, in each figure, by the 

black dot in each column) thus represents the total amount of income taxes and social 

contributions deducted from each household. 
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25. In some of these countries, as in Korea, social assistance benefits typically only apply to 

households earning at or below the full-time minimum wage. In others, however – such as 

France, Germany, Japan and Luxembourg – social assistance benefits apply also to earnings 

above the minimum wage level. 

26. Data on individual “topics” in Google Trends are derived using Google’s internal algorithms 

to group together key search expressions relating to a particular theme, regardless of the 

language used in the original search. Key expressions thus grouped under the basic income 

topic include the English-language “basic income” and “universal income”; the 

French-language “revenu universel”; the German-language “grundeinkommen” and 

“bedingungslose grundeinkommen”; the Italian-language “reddito di cittadinanza”; the 

Japanese-language “ベーシック インカム”; the Korean-language “기본 소득”; and the 

Spanish-language “renta basica”, among other such equivalent expressions in other languages. 
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