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Relaxation or Abolition of Old-Age Pension for Active Employees
and Changes in Employment Behavior

KIM Myoung-Jung*

Abstract

The old-age pension for active employees is a system that suspends the payment of part or all of
the old-age pension to recipients over 60 working and earning above a certain level of wages. The 2020
revision aligns the criteria for suspending the old-age pension with those of the old-age in-service pension
for those 65 or older. Many studies have been conducted on the effect of the old-age in-service pension
system on the employment disincentive of older workers, with some analyzing the possibility that the old-
age in-service pension system may have suppressed the willingness of older workers to work. However,
there is no unified opinion on the revision of the old-age pension system, including the abolition of the old-
age pension system, and there is strong opposition to the revision of the old-age pension system. To solve
the problem of a declining working-age population due to the aging of society, building a culture where
anyone who wishes to participate and play an active role in the labor market can do so is desirable. On the
other hand, some people have accused the revision of the old-age pension system, including its abolition, of
favoring some high-income earners and going against the redistribution of social security policy, so their
opinions must also be carefully considered. Therefore, it is necessary to promote the review while taking
measures on how to compensate for the deterioration of pension finances resulting from the review,
including the abolition of the old-age pension system and the resulting decline in the income replacement
rate for future generations, as well as how to prevent the redistribution function from weakening.

Keywords : Old-age pension for active employees, incentive to work, redistribution, Act on Stabilization of
Employment of Elderly Persons, Income replacement rate, Pension financing
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