
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Global Payroll Association Presents 

Japan 

http://www.globalpayrollassociation.com/


12 

Copyright 
All rights reserved. No part of this publication may be reproduced, distributed, or transmitted in any form or by any means, including photocopying, recording, or 

other electronic or mechanical methods, without the prior written permission of the publisher. 
Disclaimer 
Every effort has been made to ensure that all information in this booklet is correct at time of publication. This information should be used as reference only and not as 

a sole source of decision making. 

 

 

 

 

 

 

 

 

A brief country overview:  

Japan has the world's third-largest economy, having achieved remarkable growth in the second half of the 

20th Century after the devastation of World War II. 

Its role in the international community is considerable. It is a major aid donor and a source of global 

capital and credit. 

More than three quarters of the population live in sprawling cities on the coastal fringes of Japan's four 

mountainous, heavily-wooded islands. 

Japan's rapid post-war expansion - propelled by highly successful car and consumer electronics industries - 

ran out of steam by the 1990s under a mounting debt burden that successive government have failed to 
address. 

 

 

 

 

 

 

 

Global Payroll Association Presents 

Japan 
A Brief Country Overview and Payroll Highlights 

 



13 

Copyright 
All rights reserved. No part of this publication may be reproduced, distributed, or transmitted in any form or by any means, including photocopying, recording, or 

other electronic or mechanical methods, without the prior written permission of the publisher. 
Disclaimer 
Every effort has been made to ensure that all information in this booklet is correct at time of publication. This information should be used as reference only and not as 

a sole source of decision making. 

 

Key Country facts 
Official Language: Japanese 

Currency: Japanese Yen 

Country dial code: +81 

Country abbreviation: JP 

Statutory filing payment methods: Bank transfers 

National minimum wage: Ranges from 677 Japanese yen to 888 yen per hour; set on a prefectural and 

industry basis. 

Annual filing Deadline: 
 

Thanks to the withholding tax system, most employees in Japan do not need to file a tax return. In fact, 

employees only need to file a tax return if at least one of the following conditions is true:  

 if they leave Japan before the end of the tax year 

 if their employer does not withhold taxes (e.g. employer outside Japan) 

 if they have more than one employer 

 if their annual income is more than 20,000,000 yen 

 if they have side income of more than 200,000 yen 

Employees, who do not need to file a tax return, will have their income taxes withheld from their salaries 

by their employer, and an eventual adjustment is made with the year's final salary. People, who are 

required to file a tax return, such as self-employed persons, must do so at the local tax office (zeimusho) 
between February 16 and March 15 of the following year. The tax return for 2014 had to be filed between 

February 16 and March 16, 2015. Tax returns can also be filed by mail or online (e-Tax). 
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Public Holidays in Japan 
 
 

Holidays in Japan 2015/16 

2015 2016  Holiday Holiday Type 

01 January 01 January New Year’s Day National Holiday  

12 January 11 January Coming-of-age Day National Holiday 

11 February 11 February National Foundation Day National Holiday 

21 March 21 March Vernal Equinox Day National Holiday 

29 April 29 April Showa Day National Holiday 

03 May 03 May Constitution Memorial Day National Holiday 

04 May 04 May Greenery Day National Holiday 

05 May 05 May Children’s Day National Holiday 

06 May  Constitution Memorial Day National Holiday 

20 July 18 July  Marine Day National Holiday 

21 September 19 September  Respect for the Aged Day National Holiday 

23 September 22 September Autumnal Equinox Day National Holiday 

12 October  10 October Health-Sports Day National Holiday 

03 November 03 November Culture Day National Holiday 

23 November 23 November Labour Thanksgiving Day National Holiday 

23 December 23 December  The Emperor’s Birthday  National Holiday 
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Mount Fuji located on Honshu Island, 
is the highest mountain in Japan at 

3,776.24 m (12,389 ft).  
 

An active stratovolcano that last 

erupted in 1707–08, Mount Fuji lies 
about 100 kilometres (60 mi) south-

west of Tokyo, and can be seen from 
there on a clear day. Mount Fuji's 

exceptionally symmetrical cone, which 
is snow-capped several months a 

year, is a well-known symbol of Japan 

and it is frequently depicted in art and 
photographs, as well as visited by 

sightseers and climbers. 
 

Mount Fuji is one of Japan's "Three 

Holy Mountains along with Mount 
Tate and Mount Haku. It is also a 

Special Place of Scenic Beauty and 
one of Japan's Historic Sites. It was 

added to the World Heritage List as a 

Cultural Site on June 22, 2013. As per 
UNESCO, Mount Fuji has “inspired 

artists and poets and been the object 
of pilgrimage for centuries”. UNESCO 

recognizes 25 sites of cultural interest 
within the Mt. Fuji locality.  

 

Business and culture in 
Japan 

What you need to know about processing 
payroll in Japan 

 

Establishing as an Employer in Japan 

When establishing a Japanese branch-office, registration as a 
“foreign company” is mandatory. However, when conducting 

market research or similar activities in Japan, all you need is a 

“representative office”. A “foreign company” registration is 
therefore not needed.  

Creating a Japanese branch-office is more convenient and cost 

effective than establishing an official Japanese subsidiary. 

However, Japanese municipal tax depends on the capital stock of 
the company’s headquarters which in turn means that larger 

companies will have to inevitably pay higher municipal tax rates. In 
such cases, it is often said that creating a small-scale Japanese 

subsidiary is the more reasonable solution. 

Credits or debts generated by a branch-office are directly linked to, 
and payable by the company’s headquarters. Therefore, if you wish 

to limit the risks surrounding your business in Japan, it is most 
probably advisable to create a Japanese subsidiary. By doing so, 

the parent company is able to watch and control the capital 
invested.  

Employment 

On average, employees worked a forty-six-hour week in 1987; 

employees of most large corporations worked a modified five-day 

week with two Saturdays a month, while those in most small firms 

worked as much as six days each week. In the face of mounting 

international criticism of excessive working hours in Japan, in 

January 1989 public agencies began closing two Saturdays a 

month. Labor unions made reduced working hours an important 

part of their demands, and many larger firms responded in a 

positive manner. Japanese working hours have been gradually 

decreasing. 
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Getting down to business  

 Japan is a highly structured and traditional society. Great importance is placed on loyalty, politeness, 

personal responsibility and on everyone working together for the good of the larger group.  
  

 A handshake is appropriate upon meeting. The Japanese handshake is limp and with little or no eye 
contact. Some Japanese bow and shake hands. The bow is a highly regarded greeting to show respect and 

is appreciated by the Japanese. A slight bow to show courtesy is acceptable. Japanese may exchange 

business cards even before they shake hands or bow. Be certain your business card clearly states your 
rank. This will determine who your negotiating counterpart should be. 

  
 Punctuality is a must in all business and social meetings. Any degree of knowledge of Japanese culture is 

greatly appreciated.  

Visas and work permits in Japan 

A visitor requiring entry into Japan must be in possession of a full, valid passport. Identity cards are not 

accepted for entry into Japan. Children’s identity cards from some countries are accepted without a 

photograph up to age 9, and with a photograph from ages 10-16. A passport with the details of 

accompanying children is sufficient for entry into Japan if the children are accompanied by the parent. An 

initial ninety-day permission to stay is granted on entry.  

Short-term stay without working 

Tourists and business visitors from most EU member states do not require a visa for a stay of up to 180 

days provided that they do not engage in paid employment, study or professional training. EU visitors who 

meet these conditions but do not have a visa are granted permission to stay (“a Landing Permit”) as 

temporary visitors for an initial 90-day period. In the event that the non-visa period is to be extended 

beyond the first 90-day period to 180 days, the traveler must  

 Register at the ward office or city hall in the area where he or she lives before the 90 days have 

lapsed, and obtain a personal identity “Certificate of Alien Registration” with a photograph, which is 

to be carried at all times; 

 Apply for an extension of the Landing Permit stamped in the passport at the immigration office 

which covers his or her area of residence. 

Accumulating several short non-visa periods of stay as a means of circumventing the rules governing 

longer residence is not acceptable. A traveler who leaves the country after a period of non-visa residence 

and tries to return shortly thereafter without a visa faces the possibility of being refused entry and being 

held in detention until repatriated at his or her own expense.  

Longer stays or residence with work permit 

Citizens of EU member states, as well as their dependent family, who wish to engage in paid employment, 

study or professional training or otherwise reside in Japan for more than 180 days, are required to obtain a 
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visa from the Japanese mission (embassy or consulate) in their country of residence before landing in 

Japan. The actual permission to enter (the “Landing Permit”) is granted at the point of entry on the basis 

of the visa contained in the passport, and at the same time the status and duration of the residence 

appropriate to its purpose is established. The visa obtained at the overseas Japanese mission thus has the 

character of a border recommendation to the immigration official at the airport, and is granted after the 

overseas mission has clarified with the Japanese interior authorities what status (e.g. “engineer”) can be 

applied, and that all conditions for the granting of the visa have been satisfied. In normal cases the 

Landing Permit is granted at the airport on the same conditions as set out in the visa.  

However, immigration officials can refuse to grant permission to enter if they discover an irregularity in the 

visa, although this is a rare exception. The time required for the mission to issue the visa can be shortened 

if the applicant submits a “Certificate of Eligibility.” This can be obtained from the local Regional 

Immigration Bureau in Japan by the office or company where the applicant is expected to be employed. 

Within 90 days of entering Japan the overseas resident is required to register at the local ward office or 

city hall and obtain an alien registration card. Children born to non-Japanese parents residing in Japan 

must also be registered within 60 days of birth. Changes that require registration (such as status, address, 

passport number, and others) are to be notified within 14 days of their occurrence.  

We strongly recommend that overseas residents of Japan apply for and obtain a re-entry permit from their 

Regional Immigration Bureau prior to leaving Japan for any purpose or period, if they intend to return to 

Japan. This is because the Landing Permit expires on the first exit from Japan, irrespective of its stated 

duration. Consequently, one’s residence status would be lost and it would be necessary to apply for a new 

visa for the return to Japan. The re-entry permit is valid for single journeys or, for those expecting to make 

several journeys, multiple journeys within a validity period of up to three years. A higher fee is charged for 

the multiple re-entry permit. If the foreign resident intends to engage in additional activity (e.g. language 

classes) or an activity that does not correspond to the resident status granted, the resident should submit 

a request to the immigration authorities. A change of status cannot be accomplished in many cases 

without leaving and re-entering the country.  

The working holiday is a special case made to allow young German nationals a one-year vacation 

residence with the possibility of work to provide a supplementary income. It is necessary to obtain the 

working-holiday visa from the Japanese mission overseas prior to landing in Japan. Further details can be 

obtained from the Japanese Embassy in Berlin or the Japan Association for Working Holiday Makers 

(Homepage: www.jawhm.or.jp) Personnel or family members of personnel dispatched by (German) official 

organizations who hold a diplomatic passport do not require a visa before landing and are not required to 

register their residence with their ward office or city hall. This exception, however, does not apply to 

overseas nationals being seconded by German institutions to a Japanese facility (for example lecturers at 

Japanese universities).  

 
 
 

 

 

 

 

 

 

 

 

 

 

http://www.jawhm.or.jp/
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Tax & Social Security 

Tax 
 
The tax rate is determined based on the taxable income. Like in other countries, taxable income is the 

total earnings minus a basic exemption, exemptions for dependents and various types of deductions, such 
as deductions for insurance premiums, medical expenses and business expenses of the self-employed. 

Income tax is paid annually on income earned during a calendar year. 
 

For tax purposes, people living in Japan are classified into three categories. This categorization is not 

related to visa types: 
 

 

Non-Resident  

   
A person who has lived in Japan for less than one year and does not have his primary base of 
living in Japan. Non-residents pay taxes only on income from sources in Japan, but not on income 

from abroad.  

 

Non-Permanent Resident  

   

A person who has lived in Japan for less than five years, but has no intention of living in Japan 

permanently. Non-permanent residents pay taxes on all income except on income from abroad that 
does not get sent to Japan.  

 

Permanent Resident  

   
A person who has either lived in Japan for at least five years or has the intention of staying in 
Japan permanently. Permanent residents pay taxes on all income from Japan and abroad.  

 

 

2015 Income tax table – resident in Japan 

Range Percentage 

less than 1.95 million yen 5% of taxable income 

1.95 to 3.3 million yen 
10% of taxable income exceeding 1.95 million yen 

plus 97,500 yen 

3.3 to 6.95 million yen 
20% of taxable income exceeding 3.3 million yen 

plus 232,500 yen 

6.95 to 9 million yen 
23% of taxable income exceeding 6.95 million yen 

plus 962,500 yen 

9 to 18 million yen 
33% of taxable income exceeding 9 million yen 

plus 1,434,000 yen 

more than 18 million yen 
40% of taxable income exceeding 18 million yen 

plus 4,404,000 yen 
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Social security  
 

The Social Security Rate for Employees in Japan stands at 13.94 percent. Social Security Rate for 

Employees in Japan averaged 12.72 percent from 2000 until 2013, reaching an all-time high of 13.94 

percent in 2013 and a record low of 11.59 percent in 2003. Social Security Rate for Employees in Japan is 

reported by the National Tax Agency. 

 
Tax reporting year 
 
In Japan, the government's financial year runs from 1 April to 31 March. The fiscal year is represented by 

the calendar year in which the period begins, followed by the word nendo (年度); for example the fiscal 

year from 1 April 2015 to 31 March 2016 is called 2015–nendo. 
 

Japan's income tax year runs from 1 January to 31 December, but corporate tax is charged according to 
the corporation's own annual period. 

 

Payslips 
 

Employers must provide employees with a payslip each month. Each month, the payslip should include a 

detailed list of all deductions to the employee’s salary including taxes, social insurance and voluntary 

contributions.  

 

Some companies can now provide online payslips. 
 

Compliance 
 

 

Employer Registration  

New Companies must register as an employer by submitting a report to the tax office.  It is not required to 

register a company representative office, but a branch office must obtain a certificate of company registry 

(Tokijikoshoumeisho) with The Legal Affairs Bureau.  An employer is required to go to the Social Insurance 

Office and Labour Insurance Office respectively for registration.   

For a company to make electronic tax  and social insurance payments a local account is required. 

An employer who continuously employs 10 or more workers must draw up rules of employment and 

submit those rules of employment to the relevant government agency.  

 

Starters/Registration 

New employees must provide proof of eligibility to work.  

New employees must be registered  with the Social Insurance Office and Labour Insurance Office 

respectively. “Gaikokujin Torokuhyou” is required and is obtainable at the local government office. 

The employees must be provided with an employment agreement, clearly outlining conditions of 

employment.  (Employment Contracts are regulated by Civil Code and by the Labor Standards Act.) 
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Leavers/De-registration  

Leavers must be deregistered from the Social Insurance Office and Labour Insurance Office respectively. 

Generally, the last salary is paid on the usual monthly pay day in the month of resignation even if she/he 

leaves before the pay day. However, leaver has the legal right to claim for the payment with 7 days notice 

in case she/he has not received the last pay as of the date of resignation. 

 

Data Retention  
 

Employer  obligations for data retention is as below: 

 Keep all original employee and payroll documents as per required by the local law; 

 Retain all key payroll register reports detailing every pay item; and 

 Retain all of the following documents for the legal obligation period. 

 Legal Obligation 

Employee listings, salary payment record, 

new hire/termination records, workers’ 

compensation coverage record and other 

related wages or employment documents 

3 yrs 

Health and pension insurance related 

documents 

2 yrs 

Labor insurance related documents 
3yrs 

Employment insurance assured list 
4 yrs 

Individual health check record  5yrs 

Other tax related documents 7yrs 

 

Statutory Absence/Payments 

Annual leave 
 

The initial annual leave entitlement is 10 days of leave. Workers who have been employed continuously for 

at least one and half years shall be granted one additional day of leave for each year of service, up to a 

maximum of 20 days of leave. 
 

Maternity leave 

Guaranteed maternity leave in Japan covers a period of 6 weeks prior to the expected birth date to 8 weeks 

after giving birth. Employee may return to work earlier after getting approval by a medical doctor. 
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During maternity leave, the employee salary will be covered by the social insurance up to a limit of around 

2/3 of the base salary. 

If the company decides to make a certain amount of payment during this period, the amount covered by 

the social insurance office will be reduced. 

i.e. payment by company during maternity leave plus amount covered by social insurance will not exceed 

2/3 of the base salary. 

Maternity leave starts 42 days before the due date. 

Maternity leave ends 56 days after the actual birth date. 

If the birth of the child is delayed, the days between the due date and the actual birth date also count as 
maternity leave period. 

Example:  Due date: 1st July, actual birth date: 5th July 

In this case, maternity leave starts on 21st May and ends on 30th August. 

Since the 4 days between the due date and the actual birth date is also considered to be the maternity leave 

period, the total maternity leave becomes 102 days (42 + 56 + 4). 

 

Paternal leave 
Paternity leave is not available to all employees in Japan, but some companies are now allowing it upon 

certain conditions. 

 

Sickness  
 

In general, there is no sick leave rights in Japan. When employees get sick they use their paid vacation to 

take leave of absence. Some foreign companies grant sick leave to their employees as a special benefit. 
 

Additional paid day leave  

(1)        Leave due to death in the family 

a.       Death of a father, mother, spouse, or child: up to five (5) days 

In this case the number of days required for a round trip can be considered as leave; other days may be 

provided in addition to the number of days indicated above. 

b.       Death of a grandparent, grandchild, sibling, child’s spouse, or spouse’s parent: up to three (3) days 

In the event of (a) or (b), when an employee is the chief mourner (the person in charge of arranging the 
funeral service), leave (up to two (2) days) is added. 

(2)       Leave to attend Buddhist memorial services 

            For the first year memorial service of a deceased parent, spouse or child: one (1) day 

(3)       Transfer leave 

            Approved number of days in the case of a transfer: up to five (5) days 

(4)       Leave for marriage 

            When an employee marries: five (5) days 
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(5)    Leave for jury service        

         When an employee is elected as a juror and she/he must appear in court: the approved number of 
days. 

(6)    Public work leave 

            When an employee carries out public office duties: the approved number of days 

 

Benefits  

Health Insurance Benefits 

Through inscription to Social Insurance, employees get a Social Insurance Card that allows them to go any 
medical facilities in Japan and pay only 30% of the medical fees. 

Health Insurance tax calculation on salary 

The Health Insurance is calculated by multiplying the standard monthly remuneration by the Social Insurance 

rate which is currently 9.97 % in the Tokyo area. It varies slightly depending on the region and the rate is 
updated regularly every 6 months. 

Heath Insurance = Standard Monthly Salary × Health Insurance rate 

The standard monthly salary is defined by calculating the average salary for the last 3 months and looking 
in a salary table where the average salary is. For example an employee whose average salary for the last 3 

months was 305,000 JPY, will be in the salary level 290,000 JPY to 310,000 JPY and its standard salary will 
be 300,000 JPY. 

There is a cap to the amount of health Insurance tax that is paid at 1,175,000 JPY as of April 2012. For 

average salaries of 1,175,000 JPY and above the standard salary is 1,210,000 JPY. 

Social Pension benefits 

Social Pension provide a Pension to people aged 65 Years and over. Calculation of the Pension to be paid to 
retirees is complex 

Social Pension tax calculation 

The calculation method of Social Pension tax is similar to Health Insurance. 

Social Pension amount = Standard Monthly Salary × Pension rate 

Current pension rate is 17.474% as of September 2014. 

For Social Pension, the cap is for monthly salary of 605,000Yen or more. 


