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Protection of the Rights and Interests of Senior Workers in Japan:

Retirement, Employment, and Pension System

[ Abstract] In Japan, the retirement system was initially developed spontaneously be-
tween employers and their employees. Theoretically, employers and their employees are free to
decide whether or not to introduce a retirement system in the company and when employees
should retire. Later, the pension system was made statutory and gradually transformed into a so-
cial insurance-oriented system. As the aging of society advances, the need has arisen to raise
the retirement age of workers and the age at which pension payments begin. To ensure a smooth
transition from the retirement age to the age at which pension payments begin, and to allow sen-
ior citizens to live independently on their pensions after retirement, the Japanese government be-
gan to set a minimum retirement age by law and gradually raised this age. In this process, Ja-
pan’ s employment security system for the elderly and pension system have mostly taken the ap-
proach of simultaneous revision and gradual application to ease the pressure on companies by
stipulating the obligation to make efforts and paying benefits. Cuirrently, Japan’s Act on Stabi-
lization of Employment of Elderly Persons stipulates that\:ompanies should adopt one of the fol-
lowing three options to ensure that their employees ‘are employed until ‘the age of 65, and that
they should make efforts to provide workets-€mployment oppartunities until the age of 70; (1)
abolishing the retirement system; ()2 raising the retitément age to 65 or older; and (3) adop-
ting measures for workers to/retire at 60—64 years of dge and continue to be employed until the
age of 65. Since the benefits of Japanese workers tends to increase with age, in order to appro-
priately reduce the benefits of seniar employees to alleviate financial pressures, companies tend
to adopt the retirement and reemployment model in option (3). In addition to policies that en-
courage enterprises to continue employing former employees by extending their retirement age or
reemploying them after retirement, there are also policies related to encouraging enterprises to
employ senior job-seekers who have retired and flowed into the external labor market. In Japan,
the identification of labor relationship is informal, and whether or not a labor relationship has
been established between the parties is determined objectively only by the way in which the pay-
ment of labor is made. If a labor relationship is not established, the relationship between such
parties constitutes a mandate or a contract, but not a de facto labor relationship or a labor serv-
ice relationship. As for senior workers who are re-employed after retirement, Japan considers
them to be in a labor relationship with their employers and enjoy all the protections provided by
the labor law, and they may be covered by various types of social insurance, have their status of
the insured extended, and enjoy the various payment systems designed for senior workers and

senior job seekers.
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