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Abstract

This paper analyzes factors that influence
the employment of older people in Japan and
South Korea, specifically, the similarities and
differences in both countries. The dataset for
this study was compiled from two surveys ad-
ministered by each country. Heckman (2SLS)
estimation model was used in order to resolve
sample selection bias and the results indicate
that pension and non-pension income have neg-
ative effects on employment of older people in
both countries. Older people have a low proba-
bility of employment if they are of poor health or
are women, and the probability of employment
declines every year in Japan but increases in
South Korea.

Furthermore, the effects of family variables
on employment of older people are different in
both countries. By comparing these variables,
this paper shows the factors affecting employ-
ment of the elderly and the strategies govern-
ments should employ towards the employment
of this age group in both countries.
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1. Introduction

Population aging and its associated issues are one of the major concerns in our
modern society. The paper written by Kim and Lee (2007) is an excellent study that
analyzed demographic changes, savings, and current account in East Asia. It shows
that the rapidly aging population and subsequent rise in the dependency rates in East
Asia over the next decade might cause substantial deterioration in saving rates and
current accounts; therefore, national governments could make in anticipation of the
demographic changes, for example, extension of retirement age. It took France 115
years for the rate of aging of its population to reach 14%; for Sweden, it took 85 years;
for Germany, it took 40 years; and it took the UK 47 years. Japan, on the other hand,
required only 24 years for the rate of aging to increase. In 1970, the rate surpassed 7%
and then in 1994, the rate reached 14%. The rate of aging of Japan’s population is fast
comparatively to the western countries (Statistics Bureau of the Ministry of Internal
Affairs and Communications, undated). South Korea is also expected to transition
from an aging society to an aged society in only 26 years, and beyond that, South
Korea to become one of the highest aged societies, almost at the same level as Japan.
This rapid aging of the labor force will result in different policy outcomes for South
Korea and Japan.

As population aging progresses, the labor supply will decrease and unless there
is an increase in labor productivity to offset the difference, it will lead to a slowdown
in economic growth. In addition, the burden of social support provided to older peo-
ple will increase as the number of productive individuals supporting each older per-
son decreases; it then increases the cost of social security that includes pension and
healthcare costs, resulting in various social problems such as burdens on state financ-
es. In this context, it is useful to understand elderly employment policies in Japan (the
country with the highest aged population in the modern world) and South Korea (the
country with historical and institutional similarities to Japan and currently experienc-
ing the highest ever speed of population aging). In addition, it is important to consid-
er how employers (corporations or public institutions) and workers are reacting to
the conditions under the current policies.

This paper examines employment policies for older workers in Japan and South
Korea. Ultimately, this paper shows that both companies and governments should
work together to support the employment of the elderly and, in turn, the develop-
ment of a sustainable aging society in each country. The analysis focuses on survey
data from Japan and South Korea and examines the similarities and differences relat-
ed to the employment of older people in both countries. For example, in South Korea,
there is a growing population of baby boomers leaving the workplace and they are
expected to experience many hardships. Thus, companies are preparing measures to
minimize the social impact associated with this large-scale retirement wave, which
is already ongoing and expected to continue for nearly ten more years. On the other
hand, the Japanese government has enacted the law concerning stabilization of em-
ployment of older persons, which stipulates that a company cannot set the retirement
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age below the age of 60; in recent years, the law has been expanded to encourage
companies to continue employing workers until the age of 65. The situation is differ-
ent in South Korea where the baby boomer generation extends over a longer period
and the average life expectancy is 80 years. The retirement age has remained at 53
and, as a result, South Koreans experience at least 30 years of life after retirement.
Furthermore, since the Asian financial crisis, older people have been forced to take
early retirement: viewing older people as high-cost, low-productive workers, corpo-
rations take advantage of the fact that the retirement age is voluntary at the time of
corporate restructuring. The aging population problems in South Korea are serious
and demand attention (Hyundai Research Institute, 2010). Japan, on the other hand,
has a different situation, as Japanese are eligible for benefits starting at the age of 65,
provided they are enrolled in the national pension program. Therefore, as the pop-
ulation aging progresses, the number of pensioners will also increase; meanwhile,
because the productive population shrinks, the national pension could collapse (Na-
tional Pension Service, undated).

Determining the employment situation among older people is difficult because of
the influence of various factors, including the country’s employment practices and
overall system as well as pension plans that affect the companies and workers. In
addition, because South Korea is still on the verge of becoming a full-fledged aged
society’, it is difficult to determine what type of policy will produce what effect. The
employment situation with the elderly population of South Korea can be usefully
compared with the situation in Japan. Japan shares a common employment system
and set of practices as well as cultural aspects with South Korea. Moreover, Japan
has already become a super-aged society at the rapid rate South Korea is currently
experiencing, and conducting a comparative analysis provides a window into under-
standing the factors affecting the situation in South Korea.

Moreover, there was comparison of the two specific terms from 1980s to mid-2000
in Japan and from mid-1990 to mid-2000 in Korea. The first basis of such comparison
is that aging ratio and the policies regarding the aging society are very similar in the
two countries. For example, the ratio of 65 year old or older population to the total
has been over 7% in both countries, which means that Japan and Korea are already
aging societies, and their laws clearly have been indicating 60 year old as the retire-

1 According to Japan’s Statistics Bureau of the Ministry of Internal Affairs and Communications
(undated) and South Korea’s Statistics Korea (undated) a society with a percentage of elderly
population (age 65 or older) of more than 7% but less than 14% is defined as an ‘aging society’; a
society with more than 14% but less than 20% of elderly population is defined as an ‘aged soci-
ety’; and a society with more than 20% of elderly population is defined as a ‘super-aged society’.
The ratio of elderly population (age 65 or older) to the entire population as the definition of
‘super-aged society’ varies by various agencies; for example, 20%, 21%, or 25% is used. Howev-
er, in this paper, we define it at 20%, which is the standard for the Japanese and South Korean
governments.
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ment age since 1986 (Japan) and 1991 (Korea). Second, since senior citizens” employ-
ment status can be easily affected by the countries’ business cycle or economic crisis, I
could deduct general and reasonable conclusion with consideration for variable eco-
nomic situation.

Japan has experienced economic boom in 1980s, so called the bubble economy fol-
lowed by the economic recession starting from early 1990s also known as the lost
decade. On the other hand, Korea went through the economic boom until mid-1990s
and the severe economic crisis in late 1990s. I tried to compare the data from both
countries considering the economic boom and recession.

2. Conceptual and cultural background

2.1. Literature review

In terms of the effects of the system and the law that influence the employment
of older people, several previous studies analyzed the effect of the Age Discrimina-
tion in Employment Act (ADEA) of 1967 implemented in the United States. Adams
(2004) examined the effect of the ADEA by reviewing the employment rate among
older people and questioned the effectiveness of regulatory law in improving the em-
ployment rate. Johnson and Neumark (1996) indicates that, at least for some workers,
age discrimination in the workplace may be (or may have been) a serious problem
that provides a basis for legislation restricting discrimination against older workers.
Chan and Stevens (2001) analyzed job loss and employment patterns of older workers
and found large and long-term effects of job loss on the future employment proba-
bilities of older workers. Manning (1996) also analyzed the relationship between un-
employment rate and income by using two-phase GMM estimate and showed the
seriousness of the age discrimination toward older people. Robert (1988) demonstrat-
ed through his analysis of industries and occupations that the opportunity for older
people to become employed is limited; however, he did not investigate the limitation
of employment opportunities for females and disabled people.

Chan and Stevens (1999) examined the effects of late-career job loss of older per-
sons on wages, assets, employment expectations, and actual employment, demon-
strating that there are differences in reemployment patterns between older males
and older females. The internal labor market theory that has supported the existing
Japanese retirement system on theoretical grounds was based on deferred compen-
sation (Lazear, 1979); however, Daniel and Heywood (2007) explained that delayed
compensation more effectively deters shirking among young workers than among
older workers. In addition, Daniel and Heywood (2007) presented somewhat weaker
evidence that firms, which require greater specific human capital, also hire a smaller
share of older workers. Furthermore, more recent studies by Heywood, Jirjahn and
Tsertsvardze (2010) presented strong evidence for the role of deferred compensation
and internal labor markets as a negative predictor of hiring older workers.

A paper by Ho, Wei and Voon (2000) examined the impact of factors such as age
on the unemployed length, expected wage, promotion and training opportunity in

37



order to analyze the labor market in Hong Kong, and demonstrated that older people
are disadvantaged compared to younger people in obtaining a job and older people
require specific occupational training. However, the magnitude of the disadvantage
found in this study shows that more research is required to assess the effectiveness of
market competition in containing pure age discrimination.

Moreover, only a few of the previous studies have included analyses of the Jap-
anese market wage rate; thus, its effect on employment has not been quantitatively
demonstrated. Seike and Ma (2008) and Lee (2015) conducted a longitudinal analy-
sis by using data from the Survey on Employment Conditions of Older Persons pro-
duced by Japanese Ministry of Health, Labor and Welfare (MHLW from here on).
Especially, Seike and Ma (2008) reached a very detailed understanding of the state of
employment among older males. This current study builds on Seike and Ma (2008)
by addressing its shortcomings, namely, that it did not include data from the mid-
1980s or older females. In this paper, I included data for older females, as well as
some longitudinal data on South Korea, in order to produce a more comprehensive
comparison.

In this study, I will conduct comparative analyses on elderly employment and pol-
icy effect between Japan (the country with the highest aged population in the world,
especially in East Asia) and South Korea (the country with the fastest aging popula-
tion).

2.2. Background on Japan and South Korea
2.2.1. Similarities

Compared to the West, the employment practices and policies for older people in
Japan and South Korea share some important features in terms of institutional envi-
ronments, the employment systems, and the degree to which each country’s popula-
tion is aging. For example, the social security system is inadequate in both countries.
This situation is largely a result of cultural factors as in East Asian culture it is more
common and expected for families to provide support for elderly people rather than
relying on the government for this support.

Both countries are also influenced by corporate culture that assumes lifetime em-
ployment. The employment systems in each country are regulated by retirement age
requirements that are different from western countries. For example, because federal
laws in the US and Belgium (see Agediscrimination.info, 2018) prohibit employment
discrimination based on age, there is no termination of employment based on age.
On the other hand, Japan and South Korea instead pursue the promotion of welfare
through employment policies that require older people to work even after they retire.

Finally, while the population of western societies ages slowly over a long period,
Japan and South Korea have relatively faster rates of aging.

38



2.2.2. Differences

Despite their similarities, Japan and South Korea also differ in terms of values,
international environments, and the operation of their employment systems. For ex-
ample, Koreans treat the elderly well> according to the Confucian philosophy that
remains widespread in South Korea; however, this philosophy has different effects
on the employment of older people. Japan became an aging society in 1970 when its
proportion of the population aged 65 or older was 7%. At this time, the country was
experiencing a high economic growth period and there was little worldwide resis-
tance to the idea of elderly welfare. On the other hand, South Korea became an aging
society in 2000 at the time of the Asian financial crisis. At this time, Neoliberalism
became popular worldwide and the corporate environment changed considerably be-
cause of globalization.

There are also differences in terms of the operations of the employment systems
in both countries. The Law Concerning Stabilization of Employment of Older Per-
sons was amended in Japan in 1994 to set the mandatory retirement age at 60. At this
time, Japan became an aged society since 14% of the population was over 65. South
Korea is now faced with a decision before it becomes an aged society: it must decide
whether to implement a Japanese-style system (retirement age system) or an Ameri-
can-style system (elimination of retirement age). In addition, while Japan and South
Korea have previously implemented similar employment initiatives® there have been
different policy outcomes because of their differences in management systems* and
social security systems®.

3. Data and methodology
3.1. Data

The dataset for this study is compiled from two surveys administered by each
country: Japan’s Survey on Employment Conditions of Older Persons and South
Korea’s National Survey of Living Conditions among the Elderly. The questions
posed in these surveys differ because the research agencies in Japan and South Ko-
rea are different, but both surveys contain information on the employment condi-

2 The Koreans respect older people, especially the elderly, based on the teachings of Confucian-
ism; thus, sons provide for the elderly without having them work.

3 These are policies to secure income for the elderly and reduce the overall burden for society to
provide for the elderly. Implemented through social policies such as short-term or temporary
employment, they also create a society in which elderly people feel a purpose in life.

4 In the case of South Korea, it is operated by the government as part of measures to address the
aging society; however, in the case of Japan, although organizations for the elderly led by local
governments have been transformed into a national project, it remains independent from the
government.

5 Refer to the pension comparison between Japan and South Korea presented in the introductory
section.
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tions among older people, and I selected the most important and comparable data
in order to conduct a long-term cross-sectional analysis. These surveys provided
the opportunity to analyze the probability of an older individual to be employed in
each country, and the management of employment of older people by companies
of each country. For the purposes of this study, the category of ‘older people” is
defined as those individuals who are: (1) between 65 and 69 years old, (2) subject to
the retirement age system, and (3) eligible to receive pension benefits in Japan and
South Korea.

The Japanese dataset is drawn from the Survey on Employment Conditions of
Older Persons (Ministry of Health, Labor and Welfare, undated) for the years 1983,
1988, 1992, 1996, 2000 and 2004. This is a survey of individuals conducted by the
MHLW using probit regression analysis to examine the effect of each factor over
time. The goal of this survey is to capture data that accurately describe the state of
employment and unemployment among older people, their attitudes toward work,
and the employment conditions and plans for older workers at various business lo-
cations. The data captured in this survey provide useful information for employ-
ment policy decisions that will affect older people in the future. The survey is con-
ducted roughly every four years by targeting older individuals between 55 and 69
years old residing in one of the 1,100 survey areas randomly selected from the cen-
sus enumeration districts. I analyzed samples that answered questions that are com-
parable between Japan and South Korea and only included respondents between 65
and 69 years old. The latest 2008 data are not included in this study because of the
time constraints involved in obtaining the data from the governmental agencies in
both countries. The descriptive statistics for the data used in this study are shown in
Table 1 below.

The South Korean data set is drawn from the National Survey of Living Condi-
tions and Welfare Needs of Older Persons (Korea Institute for Health and Social Af-
fairs, undated) for the years 1994, 1998, and 2004; this survey was conducted by the
South Korean government, specifically the Ministry of Health and Welfare of South
Korea and its affiliated research institute — the Korea Institute of Health and Social Af-
fairs. The survey was conducted by selecting 180 sample survey areas from the com-
prehensive residential population survey districts and targeting individuals over the
age of 65. The survey is conducted between June 28 and September 10 (for 75 days)
every four years. The descriptive statistics of the data used in this study are presented
in Table 2.
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Table 1: Summary statistics (age 65-69: Japan)

Age 65-69
Average  Standard Deviation

Gender (Male = 1) 0.655 (0.475)
Age 66.892 (1.398)
Health condition (Poor = 1) 0.369 (0.483)
Whether experienced the retirement (Yes = 1) 0.613 (0.487)
Non-work/pension income 0.874 (7.831)
Pension income 16.202 (8.898)
Number of household members 1.962 (1.645)
Whether the occupation before/after retirement is the same (Yes = 1) 0.629 (0.483)
Size of the last employer before retirement
Less than 30 employees 0.299 (0.458)

30-299 employees 0.316 (0.465)

300 employees or more 0.385 (0.487)
Dummy fiscal year

1988 0.066 (0.249)

1992 0.250 (0.433)

1996 0.229 (0.420)

2000 0.199 (0.399)

2004 0.245 (0.430)
Sample Size 12,611
Note: #p < 0.1, * p<0.05, ** p <0.01, figures in () are standard errors

Source: The author
Table 2: Summary statistics (age 65-69: South Korea)
Age 65-69
Average Standard Deviation

Gender (Male = 1) 0.426 (0.495)
Age 66.922 (1.412)
Education level (at least completed elementary school = 1) 0.612 (0.487)
Health condition (Poor = 1) 0.459 (0.498)

Main source of income

Support from relatives 0.695 (0.461)

Pension or retirement benefit 0.144 (0.351)
Other benefits 0.384 (0.486)

1994 0.222 (0.416)

1998 0.321 (0.467)

2004 0.457 (0.498)
Sample Size 2,563

Note: #p < 0.1, * p < 0.05, ** p < 0.01, figures in ( ) are standard errors

Source: The author
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3.2. Methodology

The descriptive statistics show that the employment rate declined each year in Ja-
pan. In contrast, the employment rate increased in South Korea. This study analyzes
the data above to determine how and why the effects of the employment of older
people differ in Japan and South Korea. In order to do this, I analyzed the probabil-
ity of being employed as a variable that can proximate the effect of the employment
of older people. To determine the causal factors influencing the probability of being
employed, the following variables were used for both Japan and South Korea: em-
ployment environment, formal system, family culture (informal system), and other
variables that represent individual characteristics.

The employment environment includes employment practices and macro econ-
omy in both countries. Retirement age system and pension are considered formal
systems and the number of household members and monetary assistance from rel-
atives are variables that represent the informal system of family culture. In addition,
individual characteristics can be analyzed using gender, age, health condition, and
educational level. However, because the wage rate variable used in this study is only
applicable to employed individuals, it is likely to cause sampling bias for women
with a lower employment rate than men. Therefore, I have used Heckman'’s (1979)
two stage least squares (2SLS) estimation model. The Heckman’s two-step estimation
is used because while there are many employed men of productive age, the employ-
ment rates are lower among older people, especially among women, compared to
men of productive age. The estimation is used in order to resolve sample selection
bias that could affect the employment rate due to retirement and pension income.
Detailed equation for the reduced form is shown below as follows:

¥ii = By + 245 (1)
¥a; = YW, + £ (2), where,
vy =1 if 33, =0,

=0 if y;, <0,

Vo =¥y iy =0

= missing if y;, = 0.

Where x;: Gender, age, health condition, retirement experience, non-work/pen-
sion income, pension income, number of household members, size of the last employ-
er before retirement, job type before retirement, and dummy fiscal year.

The instrumental variables used to identify formulas 1, 2 and 3 were the follow-
ing: health condition, retirement experience, non-work/pension income, pension in-
come, and number of household members. A variable number of household members
was used because although an increased number of family members to be support-
ed would motivate people to work and affect the probability of being employed, it
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would not affect wage. The other variables — health condition, retirement experience,
non-work/pension income, and pension income — were used in accordance with Par-
sons (1980). We assume that the error terms &y; and #;; take a bivariate standard
distribution of (£4;.5;) ~ NID((0,0), (1,6?), po). The analysis is started with the
estimation of formula 1, followed by the calculation of the inverse Mills” ratio to be
incorporated in formula 2. Detail is shown in formula 3.

E(yalys = 0) = E(yzilys = 0), )
=yw; + fA; + m;, where,
f=po

_¥ (B1%:)
b P(Byxy)
W;: Japan: gender, age, size of the last employer before the retirement, and dummy

fiscal year, and
w;: South Korea: gender, age, education level, and dummy fiscal year

Here, @ e refers to the standard error of £ 2 and 2 refers to the correlation be-
tween £ 1 and £ o ¢ A is inverse Mill’s ratio, the variable that determines whether
selectivity exists. When this variable is significant, the null hypothesis, ‘there is no
selectivity in the wage function’, can be rejected to interpret that the wage function
has selectivity. ¢ is the standard normal probability density function, and ® is the
standard normal cumulative distribution function.

In the next section, I discuss how each factor that influences whether older people
are employed leads to different effects in the overall employment of older people in
Japan and South Korea.

4. Analysis

Table 3 and Table 4 show the trend in the probability of older people being em-
ployed by year for each country. These results show the impact of institutions and
family support on the employment of older people. Specifically, Table 3 shows that
the probability of an older person being employed after retirement in Japan declined
after the country amended the Law Concerning Stabilization of Employment of Older
Persons. In other words, the retirement age system functions more to terminate em-
ployment rather than to protect the employment of older people®.

6 The modern retirement age system is highlighted for the termination function based on the per-
spective of being able to terminate the employment of a person when he/she reaches the re-
tirement age. However, in the case of South Korea where the retirement age system is not well
established, it also provides employment protection. For example, labor unions are proposing
legislation and extension of the retirement age as a means to maintain employment until retire-
ment.
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Table 3: Estimated probability of older persons being employed (age 65-69: Japan)
via Structural and Marginal Analysis

1988 /1992 /1996 / 2000 / 2004
Probability of Employment  Marginal Effects

Estimated wage rate 0.254** 0.096
Gender (Male = 1) 0.477* 0.175
Age -0.064* -0.024
Health condition (Poor = 1) -0.840* -0.300
Whether experienced the retirement (Yes = 1) -0.014 -0.005
Non-work/pension income 0.001 0.000
Pension income -0.031** -0.012
Number of household members 0.035** 0.013

Size of the last employer before retirement
(Ref. = Less than 30 employees)

30-299 employees -0.143** -0.054
300 employees or more -0.230** -0.087
Dummy fiscal year (Ref. = 1988)
1992 -0.055 -0.021
1996 -0.084 -0.032
2000 -0.287* -0.105
2004 -0.262* -0.097
Constant 4.339*
Log-likelihood -7563.643
Observation 12,611

Note: ** <0.01, * <0.05, # <0.1
Note: #p < 0.1, * p<0.05, ** p < 0.01, figures in ( ) are standard errors

Source: The author

For people in their late sixties in Japan, I analyzed data from the years 1988, 1992,
1996, 2000, and 2004. To estimate the probability of being employed, the following
policy-related variables were set: whether they ever experienced the retirement in
their lifetime (mandatory retirement or retirement prior to retirement age) and pen-
sion income. In addition, size of the last employer before the retirement was set as a
company variable, and non-work/pension income and socio-demographic variables
such as gender, age, and health condition were set as control variables. The results
of this analysis revealed that the retirement experience has a negative impact on be-
ing employed again for people in their late sixties. Having income from a pension or
non-pension source also has a negative impact on the employment of older people.
The probability also has a relationship with the size of an individual’s last employ-
er before retirement. Specifically, older people who had worked for a medium-sized
business tend to have a lower employment rate than those who worked for a smaller
business. Females who were higher in age and/or reported poorer health had a lower
probability of being employed. Moreover, an analysis was conducted by setting the
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data from the initial year used in this study as the reference, and this analysis demon-
strated that the probability of being employed was trending down year by year.

Table 3 also shows that the probability of being employed increases as the num-
ber of members in the household increases. This finding may be related to the “para-
site singles’” phenomenon in recent years where children continue to depend on their
parents while eschewing employment.

Table 4: Estimated probability of older persons being employed (age 65-69: South Korea)
via Structural and Marginal Analysis

1994 /1998 / 2004
Probability of Employment ~ Marginal Effects

Estimated wage rate 5.965 1.508
Gender (Male = 1) 0.383* 0.124
Age -0.024 -0.008
Education level (at least completed elementary school = 1) -0.204* -0.065
Health condition (Poor = 1) -0.549* -0.170
Number of sons/daughters in household -0.080* -0.025
Main source of income

Support from relatives -0.771** -0.263

Pension or retirement benefit -0.429* -0.121

Gains from real estate or financial savings -0.577** -0.152

Other benefits -0.091 -0.028
Dummy fiscal year (Ref. = 1994)

1998 0.181# 0.059

2004 0.162* 0.145
Constant 1.644
Log-likelihood -903.94
Observation 1,764

Note: ** <0.01, * <0.05, # <0.1
Note: #p <0.1,* p<0.05, * p <0.01, figures in ( ) are standard errors

Source: The author

Table 4 shows that the probability of being employed is increasing in South Korea.
Factors such as education level® and the number of sons/daughters in the household
were considered socio-demographical variables. Similar results were found for the

7 ‘Parasite single” or “parasitic single’ refers to an unmarried person who lives with his/her parents
even after graduating from school, and continues to depend on his/her parents for basic living
requirements. It has become a social problem in Japan.

8 Given the colonial period, war, and poverty after the war, elderly people in Korea did not have
sufficient opportunities for education. For example, according to the 2004 data of the Nation-
al Survey of Living Conditions and Welfare Needs of Older Persons, 75.1% did not complete
any schooling beyond elementary school, 19.4% completed junior high or high school, and 5.6%
completed junior college or more. Thus, using ‘graduated elementary school” as the criteria was
meaningful.
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situation in Japan. However, the education level variable was available only in the
South Korean survey, and indicated that the probability of being employed became
lower among those with a higher educational level. This finding can be explained
because in the case of South Korea, individuals with a higher education level tend to
avoid odd jobs because they are concerned about their dignity. The probability for
being employed also became lower as the number of sons/daughters in the house-
hold increased. This finding indicated that children are currently providing for and
supporting their parents in South Korea. In fact, according to the 2004 Korean sur-
vey data, 19.3% of elderly parents live with their eldest son, 32.6% live with a son or
daughter other than the eldest son, 26.5% live by themselves as a couple, 19.0% live
alone, and 2.7% live in other types of settings. Analyzing the probability of being
employed by referencing the initial year revealed that the probability in this case has
been increasing over the years.

In fact, the probability of being unemployed is trending upwards even though
South Korea experienced the Asian financial crisis in 1998. This trend reflects the
situation in which the need to become financially independent increased due to the
deteriorated economic conditions for younger people and the movement toward nu-
clear families after the crisis, leading older people to find work outside the home.
Moreover, the employment projects initiated in South Korea after 2000 also affect this
situation.

Japan’s Survey on Employment Conditions of Older Persons and South Korea’s
National Survey of Living Conditions among the Elderly both survey individuals be-
tween 65 and 69 years old; this analysis revealed that the overall trend is that while
the probability for older people to be employed is declining in Japan, it is increasing
in South Korea. A closer analysis of the change for this probability reveals the impact
of the retirement age system and pension as well as the social security function of
family on the employment of older people in these countries.

Formal factors that influence the probability for employment for older people in
Japan include the retirement age system and pension system. The results of the anal-
ysis indicate that the experience of retirement negatively affects the probability of be-
ing employed because it has a large negative impact on the re-employment of people
65 years or older. These results also indicate that there is a large gap between males
and females. Japan should consider establishing policies to make use of female hu-
man resources in order to resolve the employment shortages in aging societies. As for
small and medium businesses that will lose expertise as the wave of baby boomers
retire, some measures are necessary to ensure that the expertise and technical skills
are passed on to the new workforce.

On the other hand, the probability of being employed in South Korea declines as
the number of household members increases, indicating that relatives often provide
for older people, especially their children. Furthermore, the probability of being em-
ployed decreases as pension income increases, indicating that older people in South
Korea are working in order to be financially independent.
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5. Discussion
5.1. Main findings

The results of the comparison of the employment rate between older people in
Japan and South Korea indicated that each of these countries has gone through a dif-
ferent path based on their unique social culture and informal system, although they
share the characteristic of rapid population aging and similar system environment. It
has been pointed out that the reason that East Asia, including Japan, has a weaker so-
cial security system compared to the developed countries in Europe was the security
provided by family members, as children traditionally look after their retired parents.
However, whether such logic still applies in the case of Japan’'s super-aged society
needs to be verified. To do so, I have analyzed the probability of employment among
older people by number of family members in the household in order to determine if
the intention to work and the probability of employment declined on receiving chil-
dren’s support as the number of household members increased. The results showed a
statistically significant positive impact on older people being employed as the number
of male household members increased, suggesting that the older parents are working
to support unemployed family members, rather than receiving children’s support. In
addition, comparing to South Korea, the probability of employment among women
was relatively low, indicating that employment policies that ensure gender equali-
ty and joint participation in the job market are required. This tendency is especially
prominent in smaller workplaces where wages are relatively low. This phenomena
can also be observed in the analysis of employment probability among blue-collar
workers, indicating that a new human resource management system is required in
addition to the existing retirement system.

In the case of South Korea, the probability of employment among women is rel-
atively high because they are more likely to be employed as non-regular workers or
working in service industries. Having said that, policies such as the ones that provide
opportunities to work as regular employees should be established in the future to
improve their wages and job security. Unlike Japan, the probability for employment
declined in South Korea as the number of household member increased, indicating
that family members, especially children, are more likely to be supporting parents
in South Korea compared to Japan. Furthermore, as expected, the probability of em-
ployment declined as other income such as pension increased; in particular, it has
been shown that pension and support from relatives have a negative impact on be-
ing employed. These results confirmed that older people in South Korea are often
employed for the reason of economic independence. Thus, it is clear that, in the case
of employment initiatives, more consideration should be given to economic aspects
while ensuring the expansion of social security, rather than simply pushing low-in-
come individuals to work because of economic reasons regardless of their circum-
stances. This is because the older people in South Korea will not perform low-wage
chores to protect their social dignity, especially when their education level is higher.
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5.2. Implications for Japan

From the perspective of the policy environment, Japan’s production regime is
characterized by a coordinated market economy system, globalization and a highly
aged environment; in addition, the retirement wave among the baby boomer gener-
ation has been ongoing in recent years. Several policy issues that deal with the aging
problem in Japan exist. Institutional conditions include formal systems, such as the
retirement age system and pension, as well as informal systems, such as employment
practices. Under these system conditions, both companies and older people are sub-
ject to the policies and view the problem of employment of older people as a policy
issue. Both corporations and older people need to increase employment. Therefore,
companies and older people must incur the information costs required for hiring and
job hunting. Employing older people provides an opportunity for companies to use
the already acquired skills of older population. In this way, companies incur costs re-
lated to the assessment of the productivity of older people while workers incur costs
regarding wage and work conditions. The retirement age should be extended and
re-employment practices should be examined under these policy environment and
system conditions. The choices made by the actors involved will influence policies in
the future.

5.3. Implications for South Korea

From the perspective of the policy environment, the South Korean society is at
the stage of globalization and aging. The aging process in South Korea is rapid and
policies should be developed to address this aging problem. Institutional conditions
include formal systems, such as retirement age system and pension, as well as infor-
mal systems, such as employment practices and the cultural concept of ‘filial duty’
rooted in the philosophy of Confucianism. Under these conditions, both companies
and older people view the problem of the employment of older people as a policy is-
sue. The poverty rate among older people in South Korea is high because of the insuf-
ficient pension system. In addition, after the Asian financial crisis, companies began
viewing older people as workers who have low productivity with a high cost. Thus,
companies have taken advantage of the fact that the retirement age system is vol-
untary® by forcing older people to take early retirement during periods of corporate
restructuring. From the perspective of older people, there is an opportunity factor of
financial gain, which highly motivates them to be employed; however, there is also
a threat factor associated with the recent influx of foreign workers. While companies
incur costs to assess the productivity of older people, workers incur costs to assess

9 Act on Age Discrimination Prohibition in Employment and Aged Employment Promotion in
South Korea prescribes employers the obligation to strive to set the retirement age at 60 or higher
for their employees. The employers who set their retirement age significantly lower may be arbi-
trarily required to submit a plan to extend the retirement age or be advised to make changes.
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wage and work conditions. The retirement age should be extended and re-employ-
ment practices should be examined in these policy and institutional environments.
The choices made by the actors will influence policies in the future.

6. Conclusions

Since Japan in 1988 and Korea in 2004 depict the aging society with similar level
and patterns, I have analyzed the data of senior citizens from both countries at that
time. The result demonstrates that gender and age were highly statistically significant
in Korea while there is no statistical significance in Japan.

The fact that companies in South Korea feel uncomfortable hiring older people for
lower positions due to the strong respect for the elderly leads to negative outcomes
in the employment of older people. Previous studies have shown that pension has
a negative effect on employment of older workers. When a social security policy is
guaranteed and consistently maintained people are more likely to work for non-fi-
nancial reasons. Therefore, respect for the elderly and pension do not always have
negative impacts on the cost reduction of companies and the employment of older
people. If the employment opportunities are designed with flexibility, such as accom-
modating the diversification of work arrangements and meeting a variety of work
needs, positive effects can be obtained. However, when the employment systems and
practices are neglected, workers often try to earn additional monetary compensation
because there is insecurity even if the wage remains the same. This insecurity thus
increases costs for companies. We need to prioritize amending, supplementing, and
adapting the current system before introducing a new human resource management
system.

As for institutional reform, Japan needs to abolish the retirement age system, pay
salaries based on job description and remove obstacles to employing older people.
On the other hand, South Korea needs to formalize the retirement age system and
institute flexible wages in order to alleviate worry among workers. On the other hand
a long-term plan would also require more fundamental and concrete measures.
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