Article 18 of the Labor
Contract Act




History and Rationale

» Article 18 = indefinite contract conversion rule
(#HAERIR)L— )L — muki tenkan roru)

» a bill to amend the Labor Contract Act
» passed in summer 2012
»went into effect on April 1, 2013
» Arlicle 18 states:
» two or more fixed-term labour contracts with the same employer

» total contract period exceeds five years
» worker may apply for a contract without a fixed term

Source: Japanese Law Translation Database (Ministry of Justice)



Rationale

» Stated intents:

» to provide employment stability for workers
» Commiitee members who worked on the bill

» to eliminate concerns about employment termination that arise when fixed-labor
coniracts are repeatedly renewed

» Junichi Ishii, House of Councillors memberin 2012

» to allow workers to keep working with “peace of mind” and to correct unfair
treatment

» Yoko Komiyama, Health, Labor and Welfare Minister in 2012

Source: National Diet Library: hitps://kokkal.ndl.go.jpo/#/ with translations by speaker




» Clear trend of growth of non-regular employees in the late 20th & early
21st centuries

» According to Canon Institute of Global Studies:
» 1991 --- 19.8% = non-regular employees
» 2003 --- 30.4%
» 2012 --- 35.2%
» According to the Ministry of Health, Labor and Welfare

» 2010 --- 28% = fixed-term coniract exployees
Sources: The Canon Institute for Global Studies and and MHLW



The Shift to Nonregular Employment

40 (Ya) (millions of people) 40
Percentage of nonregular employees (left axis) 37.4 3756 37.5 a7 s
35 30
30 20
25 10
B Number of regular employees
" Number of nonregular employees
(left axis)
20 o
2002 03 04 05 (] ar 08 09 10 11 12 13 14 15 16 17
Compiled by Nippon.com based on data from the Ministry of Internal Affairs . 25
and Communications. mppon.Corm

Source: Canon Institute for Global Studies



Figure 1 Number of employees by type of employment and by gender
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Other factors influencing the

change...

» Yatoi-dome hou-ri (EL\ESHEEE) mp Article 19
» docirine that refusing renewal may be impermissible under certain
conditions

» Japanese courts developed these to curb unfair non-renewal of fixed-
ferm contracis

» 2008 Recession due to the Lehmann Brothers Collapse

» the global recession in 2008 and the resulting significant reduction in
fixed-term contract workers

Source: Watanabe, Y. (2018). “New Rules of Conversion from Fixed-term to Open-ended
Contracts.” Japan Labor Issues, 2(7), June-July.



Arficle 18 of the Labor Contract Act

Article 18 = indefinite coniract
conversion rule
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