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Summary

Reconstruction of Severance Pay System
towards Gradual Retirement

Soobong Kim

This research focuses on both how the stability of national
pension finance will be sustained and how the worker will receive
the sufficient income guarantee in the aging society. When an older
worker suddenly retires without sufficient financial means, he and his
family are likely to be under economic difficulties. Moreover, if the
older worker has little chance of re-employment, he and the family
may fall in long-term unemployment, which will increase the social
burden.

Between the age of 55~65 the worker can pass gradually to
partial work and gets partial income guarantee to complete his
income. This could be seen as a ‘Win-Win-Win strategy’ in the
national economy. The worker will have more working time in the
firm and increase the life-cycle income and be healthier now than
before. Partial work is very convenient to the employers from
managerial point of view. The employer could maintain an
experienced and skilled worker with relatively low cost. Undoubtedly,
the government can reduce the social cost and prevent old age
poverty.

In order to have sufficient pension benefits, the worker must
stay in the labor market as long as possible. Labor market
conditions, however, are becoming increasingly volatile, and without a
40-year working period, the worker will not be able to expect the
statutory income replacement rate of 60%. This will raise the
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problem of inequity between the National Pension and other public
pension schemes. For these reasons, unemployment, child—fostering,
and military service etc., should be considered as contribution period.

In an aging society we need a work-oriented income security
system for workers in their fifties. Part-time work may be an
alternative for job-sharing between the young and older generations
and even for long-term care for elderly parents. Gradual retirement
and postponement of retirement will help solve the financial problem
of the pension schemes in the long run and improve post-retirement
living standards.



