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A simple way of summarising many of the relevant institutional details is by means of

benefit replacement rates, which express net income of a beneficiary as percentages of net

income in the previous job.76 Unemployment benefits are the “first line of defence” for

those experiencing a job loss. Table 1.6 shows benefits replacement rates at different

stages during an unemployment spell for prime-age individuals (Annex Tables 1.A8.1 and

1.A8.2 in OECD, 2009e show net replacement rates for younger and older workers). Results

are averages over different earnings levels and family situations and account for taxes and

for family-related benefits that are typically available. They refer to 2007 and, thus, to a

period before any adjustments were made in response to the current downturn. In order to

Table 1.6. Generosity of unemployment benefits
Net replacement rates at different points during an unemployment spell, 2007a

In percentage

Year 1 Year 2 Year 3 Year 4 Year 5 Five-year average

Norway 72 72 72 72 72 72

Belgium 65 63 63 63 63 63

Austria 61 58 58 58 58 59

Denmark 68 68 68 68 9 56

Ireland 50 50 50 50 50 50

Portugal 79 79 56 24 3 48

Germany 64 48 42 36 36 45

France 67 64 31 31 31 45

Finland 60 58 33 33 33 43

Australia 42 42 42 42 42 42

Spain 69 65 25 25 13 39

New Zealand 38 38 38 38 38 38

Sweden 66 63 41 8 8 37

Iceland 57 54 54 8 8 36

United Kingdom 28 28 28 28 28 28

Netherlands 71 59 3 3 3 28

Switzerland 80 40 0 0 0 24

Luxembourg 87 8 8 8 8 24

Canada 52 14 14 14 14 22

Hungary 48 13 13 13 13 20

Poland 42 16 8 8 8 16

Czech Republic 33 11 11 11 11 15

Japan 45 3 3 3 3 11

Turkey 46 0 0 0 0 9

Slovak Republic 32 3 3 3 3 9

Greece 33 5 1 1 1 8

Italy 37 0 0 0 0 7

Korea 31 0 0 0 0 6

United States 28 0 0 0 0 6

Median 52 40 25 13 9 28

a) Countries are shown in descending order of the overall generosity measure (the five-year average). Calculations
consider cash incomes (excluding, for instance, employer contributions to health or pension insurance for
workers and in-kind transfers for the unemployed) as well as income taxes and mandatory social security
contributions paid by employees. To focus on the role of unemployment benefits, they assume that no social
assistance or housing-related benefits are available as income top-ups for low-income families (covered in
Figure 1.19 below). Any entitlements to severance payments are also not accounted for. Net replacement rates are
evaluated for a prime-age worker (aged 40) with a “long” and uninterrupted employment record. They are
averages over 12-months, four different stylised family types (single and one-earner couple, with and without
children) and two earnings levels (67% and 100% of average full-time wages). Due to benefit ceilings, net
replacement rates are lower for individuals with above-average earnings. See OECD (2007a) for full details.

Source: OECD tax-benefit models (www.oecd.org/els/social/workincentives).
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