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® CEO Brief

CEQ Brief is a report highlighting key current issues the insurance industry faces.

I The Yellow Envelope Law: Key Provisions and Implications

ABSTRACT

The amendment to the Trade Union and Labor Relations Adjustment Act
(hereafter ‘the Trade Union Act’) enacted on September 9, 2025, ™
expands the definition of “employer” to include principal contractors
without a direct employment relationship, @ broadens the scope of
union formation, ® allows industrial action over certain managerial
decisions, and @ significantly limits employers’ damage claims for
losses arising from industrial action. The amendment to the Trade Union
Act is expected to increase compliance pressures on companies as
union and worker rights expand. Insurers will therefore need a
coordinated response to manage labor-relations risks, including legal
review, assessment of current practices, development of phased
measures, and ongoing monitoring of judicial and legislative changes.

1. Key Provisions of the Yellow Envelope Law

Articles 2 and 3 of the Trade Union and Labor Relations Adjustment Act (the Trade
Union Act’), known as the Yellow Envelope Act, were amended on 9 September 2025

and will take effect on 10 March 2026 after a six-month grace period.

The main features of the amended Act are as follows: (D firms exercising substantial
control may be deemed “employers” even without a direct employment contract; @
unions are recognized even if they admit non—-employees; ® industrial action is
allowed over certain managerial decisions; and @ employers’ damage claims arising

from industrial action are limited.
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The amended Trade Union Act treats an entity as an “employer” even if it is not a
party to the employment contract, provided it can substantially and specifically
control the worker's working conditions. This amendment aligns with prior cases in
which labor relations commissions and courts applied the doctrine of substantial
control to interpret “employer” broadly, and it enables principal firms in
subcontracting, platform, or franchise arrangements that are not direct parties to the
employment contract to be treated as employers under the Act and thus bear
collective bargaining obligations. The amended Act does not specify the criteria for
determining “substantial control,” nor does it set out bargaining procedures such as
the scope of bargaining issues or the rules for single—channel bargaining when an
entity other than the direct employer is deemed an employer, and the Ministry of
Employment and Labor therefore plans to review relevant case law and judicial
standards during the implementation phase and develop detailed guidelines or

manuals accordingly.

With the amendment removing the provision that disqualified unions admitting
non—employees, a labor union will now retain its legal status even if it allows
non—employee membership. This amendment raises the question of whether
self-employed individuals or workers in special types of employment may now form
labor unions, but the Ministry of Employment and Labor has stated that unions must
still be composed principally of “workers™ and that the amendment merely prevents
a union from losing its legal status solely because it includes some non—-employee

members.

Industrial action was allowed only in disputes over the determination of working
conditions previously, but the amended Act expands this to include disputes over
worker status, managerial decisions affecting working conditions, and clear violations
of collective agreements. With the expanded scope of lawful labor disputes under
the amended Act, managerial decisions affecting working conditions, including

layoffs, restructuring, mergers and acquisitions, and workplace relocations, may now
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be subject to industrial action. Because concepts such as the impact on working

conditions or the clarity of a collective agreement violation are indeterminate and
may pose interpretive challenges, the Ministry of Employment and Labor plans to

prepare guidelines or manuals on the scope of lawful labor disputes.

The amended Act restricts employers’ damage claims in several respects for losses
arising from industrial action by unions and workers. The previous Act prohibited
employers from seeking damages for lawful collective bargaining and industrial
action, but the amended Act extends this prohibition to lawful union activities more
broadly. A union or worker is not liable for damage unavoidably caused in response
to an employer’s unlawful act. The amended Act prohibits employers from making
malicious damage claims aimed at harming or undermining labor unions. Even when
liability is recognized, the court must assess each union member's damages
individually based on factors such as their role, level of participation, wage level,
and degree of involvement, and the union or worker may request a reduction in the
damages. At this stage, it is difficult to predict how courts will determine individual
liability or possible reductions in damages in specific cases. The amendment
introduces a provision allowing employers to voluntarily waive the liability of unions
or workers. This provision also applies to damages that occurred before the

amended Act takes effect.

2. Implications

As the amended Trade Union Act significantly expands union and worker rights in
collective labor relations, companies are expected to face greater burdens in
managing labor-management relations. With the expanded definition of “employer,”
unions of subsidiaries or subcontractors may now demand collective bargaining from
the principal firm, increasing its bargaining obligations and unfair labor practice risks

and potentially causing operational disruptions if subcontractor unions engage in
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industrial action. As labor disputes may now arise over managerial decisions such as

investment, restructuring, mergers and acquisitions, and workplace relocations,
communication with unions and workers on key management matters affecting
working conditions will become increasingly important. Even if a company incurs
losses from collective bargaining or industrial action, its ability to seek damages
from unions or workers is expected to be greatly limited. As the amended Act uses
indeterminate concepts such as “substantial control” and “impact on the
employment relationship” without providing detailed interpretive guidance, legal

uncertainty is expected to add to the challenges faced by companies.

To prevent workplace disruption and minimize labor-relations risks under the
amended Act, insurers should closely review the amendments and relevant case
law and prepare a comprehensive response that includes the following measures.
Insurers should (O review contracts and actual practices with subsidiaries, general
agencies (GAs), loss adjusters, call centers, and other outsourcing or back-office
partners with respect to employer-status risks; @ assess whether “substantial
control” could be found; and ® based on M and @), consider reducing unnecessary
contractual or operational risks and improving work procedures and contractual
arrangements, while preparing phased response measures for bargaining demands
and industrial action. It is also necessary to assess in advance how major
managerial decisions may affect working conditions and to explore measures, such
as prior consultation with unions and/or workers, to minimize disputes. Insurers also
need to closely monitor the Ministry’s guidance and interpretations, court rulings,
and future legislative developments on criteria such as “substantial control”, impact
on the employment relationship, bargaining procedures, and standards for allocating
or reducing damage liability, and respond as needed, including by submitting

opinions.

Seunghyun Yang, Research Fellow
shyang@kiri.or.kr
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