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Major Issues on Monetary Compensation Rule for Dismissals

Naohiro Yashiro

Under the stagnation of the Japanese economy, individual labor disputes including
dismissals have increased. It is partly because that Japan lacks specific laws concerning
dismissals and largely depends on case law for the settlements. The system, however,
results in a wide divergence in monetary compensations between those employees who can
appeal to the court and those who cannot afford to do so due to the time and financial
constraints. Also, because of not transparent employment practices, foreign firms are
likely to be reluctant to invest in Japan. Thus, Japan’s government recently starts the
committee discussing the monetary compensation rules for dismissals following the
examples of major European countries. If the rule is to be implemented in the Japanese
Labor Law, not only the labor markets, but personnel management of the Japanese major
firms would be affected. This paper focuses on several important aspects on the
introduction of the European practices of monetary compensations to the Japanese labor
markets.
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