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EXECUTIVE
SUMMARY

This study looks at the relationship between
industry structure and safety outcomes in South
Korean road freight transport and assesses

the impact of the Safe Rates system during the
time it was in effect between 2020 and 2022.
Korean road transport is characterised by a
high level of concentration at the top of multi-
tiered contractual chains, and the proliferation
of small trucking companies and owner
drivers at the bottom. This industry structure
has allowed large-scale transport buyers and
transport and logistics companies to avoid legal
responsibilities as employers while Korean
owner truck drivers face low, trip-based rates
of pay and long hours of work and are often
forced to speed and overload their vehicles,
which leads to high numbers of commercial
truck crash fatalities. Annually, 140 people

die in commercial truck crashes, while truck
crashes make up a large proportion of highway
accidents, and have a higher fatality rate, than
accidents involving other types of vehicles.

The South Korean Safe Rates system was
introduced to improve road safety by setting
standards for truck driver pay and putting
obligations on transport buyers at the top of
road transport contractual chains. However,
it was terminated per a sunset clause, which
limited its term to the end of 2022.

Using government statistics and two driver
surveys, the study demonstrates that improved
pay and shortened working hours due to
implementation of the system had a positive
impact on industry structure and driver
behaviour, reducing safety risks on Korean
roads. On the other hand, the end of the Safe
Rates system has seen a return to excessively
long hours of work and low pay, increasing
safety risks. It concludes by recommending
the reintroduction of the Safe Rates system,
expansion of its application to more sectors,
and other measures to strengthen enforcement
and address pressures on drivers to engage in
unsafe on-road behaviours.
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INTRODUCTION

This study looks at the relationship between
industry structure and safety outcomes in South
Korean road freight transport and assesses the
impact of the Safe Rates system during the time
it was in effect between 2020 and 2022.

Section 2 provides an overview of the structure
of the Korean road transport industry, which
developed following deregulation and
restructuring in the 1990s. Today, Korean

road transport is characterised by a high level
of concentration at the top of multi-tiered
contractual chains, and the proliferation of
small trucking companies and owner drivers

at the bottom. This industry structure has led
to long hours and low pay for truck drivers,
while allowing large-scale transport buyers and
transport and logistics companies to avoid legal
responsibilities as employers.

Section 3 looks at the impact of these structural
problems on road safety. It notes that over

140 people die annually in commercial truck
crashes, and that truck crashes make up a large
proportion of highway accidents, and have a
higher fatality rate, than accidents involving
other types of vehicles.

The South Korean Safe Rates system was
introduced to intervene in this situation and
improve road safety, by setting standards for
truck driver pay and putting obligations on
transport buyers at the top of road transport
contractual chains.

Section 4 provides an overview of the Safe
Rates legislation and explains how the system
was introduced and terminated per a sunset
clause, which stipulated that it would only be in
effect until the end of 2022.

Sections 5 and 6 use government statistics

and two driver surveys, one conducted by the
Korea Safe Rates Research Group, and one

by the truck drivers’ trade union, the Korean
Public Service and Transport Workers’ Union
Cargo Truckers’ Solidarity Division (TruckSol),
to assess the impact of the Safe Rates system
on working conditions and road safety. This
discussion demonstrates that improved pay and
shortened working hours due to implementation
of the system had a positive impact on industry
structure and driver behaviour, reducing safety
risks on Korean roads. On the other hand, the
end of the Safe Rates system has seen a return
to excessively long hours of work and low pay,
increasing safety risks.

The report concludes in section 7 by
recommending, based on the evidence
presented, that the Korean Safe Rates system
be reintroduced and its application expanded. It
also recommends that better data be collected
over the long-term to allow researchers to
conduct a more comprehensive evaluation of
the system’s impacts and enable policymakers
to make policy improvements as necessary.
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THE STRUCTURE OF
THE KOREAN ROAD
TRANSPORT INDUSTRY

The current structure of the South Korean road
freight transport industry developed as the
result of deregulation and market restructuring
in the 1990s.

In response to economic recession, waning
exports growth, and an associated drop in
freight volumes, large transport and logistics
companies sought to outsource their fleets
in favour of focusing on warehousing and
forwarding functions. The companies sold
vehicles to former employee drivers and
incentivised their transformation into owner
drivers, termed ‘specially employed’ in Korea
and formally classified as independent small
businesses.

This process was accelerated by the
International Monetary Fund’s bailout of South
Korea in 1997. This led to labour flexibilisation
across the economy, and the passage of

the Trucking Transport Business Act (1997)
(TTBA), which removed minimum fleet-size
requirements and other barriers to market entry
when it came into force in July 1999. The TTBA

also deregulated freight rates and encouraged
the creation of large-scale freight forwarding
companies attached to Korea’'s family-owned
conglomerates (chaebols), which consolidated
power at the top of long contractual chains.’

Deregulation and fragmentation of the road
freight market led to a sharp increase in the
number of small trucking companies and owner
truck drivers. This can be seen in the number of
registered commercial freight vehicles, which
grew from 149,446 in 1995 to 314,864 in 2003,
an increase of 110.7%.2 Despite a partial control
of supply introduced in 2003, the number of
commercial trucks has steadily increased, and
oversupply remains a significant problem.

Figure 1 shows the change in the number

of registered commercial vehicle in South
Korea over the past decade. As of 2022, there
were 458,252 commercial trucks registered
(excluding trailers and other towed vehicles), an
increase of 29.8% in comparison to the 353,165
vehicles registered in 2012.
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Figure 1. Change in the number of registered commercial vehicles*,
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By 2021 statistics, only 5.1% of the total
commercial fleet is operated directly by the
relevant transport company (i.e. by employee
drivers), with 72.6% being contracted vehicles
and 22.3% vehicles hired on a causal basis.
Average fleet size is 36.3 vehicles.® In terms

of market concentration, the top 1.3% of
transport companies that own and/or operated
commercial freight vehicles account for 67.7%
of total revenue, while the bottom 72.4%
account for only 14.3% of total revenue. The
top 0.1% of transport companies account

for 40.3% of the revenue. The level of market
concentration is higher for vehicles with a gross
mass of five tonnes or above, with the bottom
65.6% of carriers accounting for only 6.5% of
total revenue.*

At the apex, chaebol transport buyers
(manufacturing and retail companies who
contract for road transport services) and their
logistics subsidiaries use their superior market
position and low-cost tendering to set freight
rates, schedules and working conditions to
their advantage. A portion of these already

low rates is then siphoned off at each stage

of the contractual chain, meaning that the

458,252
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rates received by the truck drivers actually
responsible for the transport task are much
lower. According to one study, truck drivers at
the bottom of multi-level subcontracting chains
receive only 63.4% of the original rates paid by
the transport buyers at the top.? This is the result
of the extra-legal involvement of many actors at
various stages of the chain.

The vulnerability of owner truck drivers is
exacerbated by the ji-ib system, which is unique
to South Korea. Under this system, owner truck
drivers are required to register their vehicles

in the name of the principal trucking company
with which they contract and pay a fee to the
company for the use of a commercial licence
plate. The ji-ib system is predominant for heavy
commercial vehicles of five tonnes or above,
with 87% of owner drivers in this class in 2022.°

Figure 2 shows how drivers of vehicles in

this category secure loads - 57.7% of drivers
secure loads principally through the ji-ib
company with which they are contracted, while
the rest do it through other channels, such

as freight forwarders. This means that more
than 40% of drivers are contracted with ji-ib
trucking companies that play no other role than
providing the commercial registration for their
vehicles.



Figure 2. Method of securing loads among commercial veh
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Truck drivers are known to work up to

16 hours a day and easily average over

300 hours a month.

Excessive subcontracting and the creation of

a labour market made up almost entirely of
owner drivers at the bottom of long contractual
chains has had two effects. On the one hand,

it has allowed companies to avoid the regular
responsibilities and obligations of employers
towards employees, by replacing employment
contracts with commercial contracts. On the
other hand, it has allowed capital to strengthen
control over workers, hindering class unity.’

As independent contractors, truck drivers do
not have access to legal labour standards

and trade union rights. And since they are
engaged via commercial contracts and perform
individual and independent labour processes,
they can be paid through a performance-based
remuneration system (trip-based rates). This
system increases the level of competition
among individual workers and forces them to
accept longer working hours, higher labour
intensity, and a general decline in working
conditions. Truck drivers are known to work up
to 16 hours a day and easily average over 300
hours a month, well above the average monthly
worker hours for permanently employed Korean
wage-earners, which stood at 163.6 in 2023.2
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COMMERCIAL FREIGHT
TRANSPORT AND ROAD

SAFETY

As of 2021, road transport accounted for 92.9%
of domestic freight transport, with maritime
transport accounting for 5.8% and rail transport
1.3%.° While road freight transport plays a very
important role in national logistics, trucks have
been called ‘time bombs on wheels’ because of
the associated safety risks for both the drivers
and the travelling public. The dangers of road
freight transport have become an important
social issue, as most truck crashes reported in
the media are large-scale, resulting in significant
human causalities and material damage.

According to data from 2018, although trucks
account for only 26.9% of highway traffic, over
half (53.2%) of traffic fatalities on highways are
truck drivers, and 75.5% of all fatal crashes
involve trucks.' In 2023, there were 6,233
accidents involving commercial freight vehicles,
an average of about 17 accidents and 25.6
casualties per day, and 146 fatalities per year.
The number of accidents and casualties in
2023 represents an increase of 11.1% and 4.3%
respectively over 2014.™

Figure 3. Change in road accident fatality rate, 2014-2023 (Unit: %)
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One of the biggest problems with truck Figure 4 shows the fatality rate of highway

crashes is the high fatality rate, measured as accidents by vehicle type. In 2022, the fatality
the number of deaths per 100 crashes. Figure rate for commercial goods vehicles was 8.7%,
3 compares the fatality rates of commercial approximately twice the rate for commercial
goods vehicles, (hnon-commercial) passenger passenger vehicles (4.3%), and three time the
vehicles, and all road accidents. In 2023, the rate for non-commercial vehicles (2.7%). These
fatality rate for all traffic accidents was 1.29%, figures indicate that truck crashes are much
and 0.95% for passenger vehicles. The fatality more dangerous than accidents involving other

rate for commercial goods vehicles was 2.34%, vehicles.
approximately 1.8 times greater than the rate for

all

traffic accidents and 2.5 times higher than

the rate for passenger vehicle crashes.
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Figure 4. Change in highway crash fatality rate by vehicle type, 2015-2022 (Unit: %)
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Figure 5. Commercial truck fatality rate by
time of day, 2022) (Unit: %)
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Traffic System Information Management Complex System (TSMACS)

To gain a better understanding of the nature

of commercial truck crashes, it is necessary to
look at the fatality rate by time of day, as shown
in Figure 5.

While the fatality rate is low (at 0.69%) between
the hours of 8am and 10am, it is approximately
15.5 times higher (at 10.7%) between the hours
of 2am and 4am. The fatality rate increases from
a minimum of 7.04% to a maximum of 10.71%
during the nighttime slot of 10pm to 6am. The
nighttime fatality rate for commercial trucks

is 8.28%, which is approximately 3.7 times
higher than the non-nighttime rate of 2.26%,
about 8.9 times higher than the fatality rate for
non-commercial passenger vehicles, and six
times higher than the fatality rates for all traffic
accidents.

Korea operates a system that provides a 30-50%
discount on tolls for commercial trucks using
highways between 9pm and 6am. Therefore,
nighttime operations are common in the case
of medium- and long-distance freight transport.
In other words, drivers are incentivised to drive
at night to reduce toll costs, but in doing so

end up driving at times when the likelihood of
an accident which costs lives is significantly
greater.

Figure 6. Commercial truck fatality rate at
night, 2022 (Unit: %)
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Data from the annual Korea Transport Institute
(KOTI) Freight Transport Market Trends

reports shows that truck drivers are an ageing
workforce. The average age of truck drivers was
56.4 in 2022, up 2.7 years from the previous
year and 7.2 years from 2012. This is 12.6 years
more than the average age for all wage-earners.
In 2012, the average age difference between
truck drivers and all wage-earners was 9.3
years, with the gap having widened over time.
The proportion of the truck driving workforce
under 40 (20-39 years old) decreased from 5.3%
in 2021 to 3.2% in 2022, indicating that young
workers are avoiding the industry. The largest
proportion of drivers is in their 50s (41%), with
38.6% of drivers aged 60 and over.

Table 1 shows that the number of accidents
among drivers aged 60 and over is the highest
(34.5%). The fatality rate is also the highest, at
3.65%: this is 3.1 times higher than the fatality
rate for drivers in their 20s, and 2.5 times higher
than that for drivers in their 30s. The Korean
road freight market is a typical ‘low wage, high
risk, high intensity, and long hours’ sector,
meaning that older workers are being exposed
to especially dangerous working conditions.



One of the leading causes of truck accidents Table 1. Commercial truck crashes and
is overloading. In the period 2017-2021, the fatalities by driver age, 2022

average annual number of trucks on the roads
with gross masses over the legal limit of 40
tonnes was 29,000, which translates to 79
overloaded trucks per day.'2 This figure does not

. . 20s and 174 2 1.16
account for smaller vehicles with lower gross
. below

mass limits that were overloaded.

o , ) 30s 549 8 1.46
Overloading increases the braking distance of
vehicles and reduces tyre durability. Because
they are more difficult to control, overloaded 40s 1,199 40 3.34
vehicles are often involved in instances of rear-
ending and other collisions resulting in large- 50s 1877 46 > 45
scale accidents that cause massive casualties. ' '
In addition, articulated vehicles are four times
more likely to rollover than (non-commercial) 60sand | 2,002 73 3.65
passenger vehicles. In addition to human above

. : o

casualties, it has been gstlmated that 36% Unknown | 1 0 0.00
of annual pavement maintenance costs, and
10% of bridge maintenance costs, occur due
to overloading, amounting to KRW32.4 billion Total 5,802 169
(USD22.5 million) annually.'

*Fatality rate: Number of deaths per 100 crashes
TSMACS, National Police Agency traffic accident data.
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THE KOREAN SAFE

RATES SYSTEM

The poor pay and conditions, safety risks, and
extreme precarity faced by truck drivers led

to the establishment of the Cargo Truckers’
Solidarity Union (now the Cargo Truckers’
Solidarity Division of the Korean Public Service
and Transport Workers' Union, TruckSol -
hwamulyeondae in Korean) in 2002.

From its inception, TruckSol has demanded a
legal guarantee of adequate pay and trade union
rights for owner drivers and has coordinated
several nationwide strike actions to achieve
these demands. Years of campaigning and
industrial action finally achieved a partial
amendment of the Trucking Transport Business
Act (1997) in 2018, which introduced the Safe
Trucking Freight Rates System (Safe Rates
system for short).

The stated goal of the Safe Rates system was to
‘achieve traffic safety by preventing overwork,
speeding, and overloading, etc. through
guarantee of fair rates of pay for owner truck
drivers'.' The system called for the setting of
minimum standards for two rates, the freight
rate paid by transport buyers to transport
companies, and the rate paid by transport
companies to owner drivers. This dual rate
system ensured that transport buyers would
take responsibility for ensuring that drivers
could be paid at a fair and safe level.

After a preparatory period involving consultation
with industry stakeholders, a Safe Rates
Committee composed of union, trucking

company, transport buyer and government-
appointed members was established in 2019.
Minimum standards for safe rates of pay and
related working conditions applying to container
and bulk cement trailers (BCT) were agreed, and
went into effect in the beginning of 2020.

Although it only covered 5.7% of Korea’s
450,000 owner truck drivers, the Safe Rates
System received wide support among drivers
and trucking businesses in all categories.'®,'®
A Gallup poll in December 2022 showed that
74% of the Korean public also supported the
system'’s continuation.'” However, the system
was strongly opposed by the conservative
administration of President Yoon Suk Yeol.

In 2022, TruckSol members and a substantial
number of non-member drivers went on strike
for a total of 24 days during two national
industrial actions, calling for continuation of
the system and expansion of its application to
more sectors. This industrial action succeeded
in eliciting several commitments from the
government to continue the system. However,
at the end of the year, the government broke
its promises, and the system was allowed to
lapse under the sunset clause in the original
legislation, which required new legislation

to be passed for the system to continue.
Reintroduction of the system is currently under
debate in the National Assembly, making an
assessment of its impact, and the effects of its
loss, particularly important.



IMPROVEMENTS IN
WORKING CONDITIONS AND
ROAD SAFETY FOLLOWING
THE IMPLEMENTATION OF

SAFE RATES

This section uses data from a driver survey
conducted by the Korean Safe Rates Research
Group (KSRRG), an independent group of
researchers who came together to study

the effects of the system, unless otherwise
specified.

METHODOLOGY

Korea's commercial vehicle crash data is not
disaggregated sufficiently by vehicle type,
making it impossible to identify crashes
involving the specific vehicles covered by the
Safe Rates system. Due to these limitations, the
KSRRG conducted a panel survey of drivers to
assess how their working conditions and the
safety risks they faced changed following the
implementation of Safe Rates.

Survey respondents were all drivers of
articulated vehicles transporting import/export
containers and bulk cement trailers (BCT), the
two freight types covered by the Safe Rates
system. The respondents came from a list of
truck drivers provided by TruckSol. A total of
1,040 drivers were surveyed in three phases,
the first in January 2020, before drivers received
pay affected by the Safe Rates system, and the
second and third after the system had come into
effect, in August 2020 and August-September
2021. In the discussion below, the data from the
first phase (267 respondents) and third phase
(381 respondents) of the survey are used to
compare conditions before and during the Safe
Rates system. The KSRRG survey results were
published in 20238 and are supplemented by
data from other sources where appropriate.

INCREASED INCOME AND
DECREASED WORKING
HOURS

Safe Rates systems are based on the premise
that a guarantee of adequate pay will lead to a
reduction in working hours, and consequently
reduce the risk of driving while fatigued in the
medium to long term. However, as previous
studies have shown, even if there is some
increase in pay rates, if the increase is not
enough to allow drivers to reach their target
income, truck drivers may continue to increase
their working hours in order to earn more.™

Figure 7 uses KOTI?® data and shows the
change in net income and working hours of
covered Korean truck drivers before and after
the implementation of the Safe Rates system.

In 2019, before its implementation, the average
monthly net income (revenue minus expenses)
for container trailer and BCT drivers was
KRW2.45 million (USD1,664). By 2022, however,
it had increased by 47.8% to KRW3.62 million
(USD2,511). These figures indicate a substantial
improvement in the low-income structure of the
market as a result of the Safe Rates system.

We can also determine whether this increase
inincome led to a reduction in working hours
by looking at the change in average monthly
working hours. In 2019, the average monthly
working hours (daily working hours x average
number of days per month) for all truck drivers
covered by Safe Rates decreased by 17.3 hours
(5.1%) from 337.2 hours to 319.9 hours. These
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Figure 7. Changes in income level and working hours before and after
implementation of Safe Rates (Unit: KRW 10 thousand, 1 hour)
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KOTI. Freight transport market trends (reports for 2019 to 2022).
figures provide evidence that the increase in wage-earners and 40% longer than the average
driver income due to the Safe Rates System was  for transport industry employees. This means
associated with a reduction in working hours. that even after the introduction of Safe Rates,

truck drivers earned only 65.5% of the average
hourly wage for transport workers. These figures
suggest drivers’ pay would have to increase
above the level achieved by the third year of

the Safe Rates system in order to reduce truck
drivers’ working time sufficiently.

It is important to note that, although their
income levels improved and working hours
decreased following the implementation of
the system, in 2022 Korean truck drivers still
worked 41.7% longer than the average for all

Figure 8. Change in pay rates by vehicle type, 2012 and 2022 (Unit: %)

Covered by Safe Rates

30
| |
23.9
20 20.4
Not covered by Safe Rates
10 7.1 J I
0 I 1.
]
Container Container BCT Steel Cargo trucks
(standard) (shuttle)
-10

*Container (standard) = One-way trip, Busan-Seoul, carrying a 40ft container; Container (shuttle) = one-way trip
within Busan North Port, carrying a 40ft container; BCT= average per-ton rate for a one-way trip, Jecheon-Seoul;
Steel = average per-ton one-way trip Pohang-Seoul, average per ton rate, rigid body = Seoul — Busan, per axil rate
for vehicles over 12 ton.

KOTI. Freight transport market trends (reports for 2012 and 2022).




Figure 8 shows the increase in pay rates
between 2012 and 2022 for the transport along
main routes of freight types covered by the
Safe Rates system and some freight types that
were not. Drivers transporting freight types
covered by the system saw an increase in rates
of between 7.1% and 23.9% by 2022, while
those transporting steel experienced only a
small increase, 2.4%, and those driving rigid
vehicles saw a decrease of 1.7%.

These figures suggest the need, not only for
the Safe Rates system to be reintroduced, but
also for its coverage to be extended to more
vehicle and freight types. During its period of
implementation, only approximately 5.7% of
all commercial trucks, 5.02% of import/export
containers transported by tractor trailers and
BCT transport, and 0.65% of all commercial
trucks were covered by the system. It is
necessary to expand the freight and vehicle
types covered by Safe Rates to expand the
system’s impact.

IMPACT ON MARKET
STRUCTURE

As discussed in the previous section, low

pay, long working hours, and risky driving
practices are closely tied to fragmentation,

the involvement of multiple actors in long
contractual chains, and the inequality in

power among these actors. The result of these
structural problems is the unfair distribution

of value throughout the chain. By setting
standards for driver pay and putting obligations
on transport buyers to ensure these rates could
be paid by transport companies, the Safe Rates
system sought to ameliorate these problems and
improve market structure. Figure 9 summarises
KSRRG survey respondents’ assessment of
improvements in market structure following
implementation of the system.

Reduction in contracting steps

A clear reduction in the number of contracting
steps in container and BCT transport was
observed following the introduction of the Safe
Rates system. According to KOTI data, in the
case of container transport, the proportion of
contractual chains with less than two steps

Figure 9. Effect of Safe Rates on Market Structure (Unit: 1 point)

- Before Safe Rates System
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* Average on a 5-point scale where 5 signifies great improvement and 1 no improvement

KSRRG (2023).
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was only 54.4% in 2019, before Safe Rates were
implemented. Following implementation, this
proportion increased to 92.8% in 2022. For BCT
transport, the proportion increased slightly, from
97.1% to 98.9%, during the same period. These
figures indicate a significant improvement in
the problem of multi-level subcontracting.?',22
The KSRRG study also found that the average
number of contracting steps decreased by 0.3,
from 1.76 to 1.46, after the implementation of
the system.

As discussed above, multi-level sub-contracting
in road transport reduces the actual pay rates
and net incomes of truck drivers at the bottom
of contractual chains. It can be deduced that
the reduction of contracting steps following
implementation of Safe Rates contributed to
rational allocation of value in the road freight
market.

Relaxation of competition

Competition between drivers to secure loads
leads to decreasing pay rates, intensifying

the economic pressures on truck drivers,
threatening safety, and negatively affecting
overall industrial structure. Low-cost tendering
practices adopted by most large-scale transport
buyers have contributed to the race to the
bottom. The Safe Rates system helped to
ameliorate this problem by standardising rates
and de-incentivising low-cost tendering.

The KSRRG survey shows that the level of cost-
cutting competition decreased from 4.47 to 3.52
points following implementation.

A survey by the Korea Transport Research
Institute?® also found that cost-cutting
competition eased after implementation of
Safe Rates. According to this survey, 31% of
container transport buyers, 30% of container
transport companies, 33% of cement
transport buyers, and 32% of cement transport
companies reported that they ‘no longer

use low-cost tendering’. In addition, 24% of
container transport buyers and 12% of cement
transport buyers reported that ‘contracting
through tendering decreased’. These findings
confirm that the implementation of the Safe

Rates system led to an amelioration of business
practices which increased economic pressures
on truck drivers.

Improved market transparency

A key factor in determining the transparency

of the freight transport market is the degree to
which contract information, especially the level
of freight rates, is transparently disclosed and
readily available to all stakeholders. The Korean
road transport market has been characterised
by a very low level of transparency, due to

the complex subcontracting structures, in
which transport buyers and large transport
companies with superior market position
monopolise contract information. According

to the KSRRG survey, market transparency
improved somewhat following implementation
of Safe Rates, from 1.66 to 2.22 points. However,
in 2022 the transparency score was still below
the median value of 3. The Safe Rates system
improved market transparency by providing
standardised rates that industry actors were
required to meet. Reintroduction of the system
will, however, need to be complemented

by other institutional measures to improve
transparency and accessibility to information.

Improved process for determining freight
rates

Prior to the implementation of the Safe

Rates system, freight rates were unilaterally
determined by transport buyers and

large transport and logistics companies,
disadvantaging parties further down the
chain, particularly the drivers at the bottom.
The process for determining rates improved
somewhat following implementation. In the
KSRRG survey, drivers rated the rate-setting
process as highly irrational at 1.78 before

the system was introduced, and 2.61 after

its introduction. Presumably, this change
was due to the fact that the responsibility for
setting minimum rates shifted from individual
transport buyers and transport companies to
the Safe Rates Committee, a statutory body with
representation from all industry stakeholders.



IMPACT ON ROAD SAFETY

Given the brief period during which the Safe
Rates System was in effect and the lack of
disaggregated accident data, the KSRRG
measured the impact of the system on road
safety by surveying drivers about the frequency
with which they engaged in dangerous driving
behaviour known to increase the risk of crashes.
These survey results are summarised in Figure
10 below.

Figure 10. Change in work environment
risk factors following implementation of
the Safe Rates System (Unit: %)

- 2019 (Before introduction of Safe Rates)

2021 (After introduction of Safe Rates)
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* Average on a 5-point scale where 5 signifies great
improvement and 1 no improvement
KSRRG (2023).

Overloading

As explained above, overloading greatly
increases the chance that a truck driver will
crash, and comes with high social costs such

as damage to road infrastructure. The reasons
drivers overload their vehicles are varied and
include ‘involuntary factors’, such as demands
from transport buyers and transport companies,
and falsified invoices and permits; and ‘voluntary
factors’, such as a driver’'s own attempts to earn
more income. In other words, there are cases
where drivers engage in dangerous behaviour to
compensate for low pay.

In order to reduce overloading, it is necessary
to strengthen enforcement of weight rules

and improve awareness of the associated risk.
More importantly, however, it is necessary to
remove the incentive to overload by ensuring
that drivers can make sufficient income without
resorting to the practice.

The number of Korean truck drivers who
overloaded regularly decreased from 24.3%
before Safe Rates implementation to 9.3%
afterwards, a drop of 15 percentage points,

or 61.7%. Container drivers experienced a
decrease of 9.1 percentage points and BCT
drivers 20.4 percentage points. In the case

of BCT drivers, the rate of overloading was
relatively high because drivers were paid by the
tonne before Safe Rates was introduced. The
incentive to overload was removed by the Safe
Rates system which, in addition to increasing
pay rates overall, also added an extra charge
for overloaded vehicles. These results provide
strong evidence that increased income from
Safe Rates reduced the risk of overloading.

Speeding

There are two main causes of speeding -
unrealistic delivery schedules, and trip-based
pay. Drivers with low incomes who are paid for
the delivery of their loads, rather than for the
number of hours they work, tend to speed to
increase the number of trips they can make.

Following the implementation of Safe Rates,
drivers’ experience of regular speeding
decreased 12.8 percentage points from 32.7%
t0 19.9%, a 39.14% decrease. The government
has introduced measures to reduce speeding,
such as requiring the use of devices which limit
vehicle speed, and increasing enforcement.

It is also important, however, to remove
incentives to speed by ensuring drivers are paid
fairly for all the time they work. The decrease

in speeding following the introduction of Safe
Rates suggests the need to implement the
system on a sustained basis, together with
additional measures to discourage speeding.
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Fatigue and overwork

Driver fatigue and overwork can be assessed
indirectly by drivers’ experience of dozing off
at the wheel. Long working hours, irregular
schedules (including late night driving), and a
lack of sufficient break time and rest facilities
can lead to drowsiness and fatigue. The vast
majority (96.6%) of truck drivers who responded
to the KSRRG survey had sleep disorders
(insomnia) before Safe Rates was implemented,
with 38.7% experiencing severe insomnia
requiring medical treatment. Together with
the data on working time and driving patterns
presented above, these results suggest that
the structurally long and irregular hours that
are typical in the industry mean that the vast
majority of truck drivers are at high risk of
developing sleep disorders. Drivers face not
only insufficient sleep but also poor quality
of sleep, which can exacerbate fatigue, lead
to inattentiveness, and increase the risk of
accidents.

The implementation of Safe Rates improved this
situation markedly. The proportion of drivers
who regularly experienced dozing off at the
wheel decreased by 18.5 percentage points
from 71.8% before implementation to 53.3%
afterwards. This amounts to a 25.76% decrease.
Although this was a significant reduction, it is
important to note that even after the system was
implemented, over half of drivers still experience
regular drowsiness while driving, pointing to

the need for further shortening of working time.
Still, the survey results suggest that continued
implementation of Safe Rates would have
contributed to achieving this goal.
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DETERIORATION OF
WORKING CONDITIONS
FOLLOWING THE END OF
THE SAFE RATES SYSTEM

This section uses data from a driver survey
conducted by TruckSol, unless otherwise
indicated.

DECLINING INCOME AND
INCREASING WORKING
HOURS

With the end of the Safe Rates system in
December 2022 and a prolonged delay in

the passage of new legislation, truck drivers’
working conditions have deteriorated, undoing
the positive impact of Safe Rates during its brief
implementation.

The end of the system has had an immediate
impact on pay rates and drivers’ take-home
income. According to a survey of 297 unionised
container trailer drivers conducted by TruckSol
in 202324, truck drivers’ net income has fallen
by 34.4%, from KRW3.78 million (USD2,622) in
2022 to KRW2.45 million (USD1,699) in 2023.
Most (80%) of those surveyed reported that they
had incurred debt or were otherwise having
difficulty in meeting basic needs. Despite the
decline in income, the average monthly working
hours for this group of drivers increased by
44.7 from 264.5 hours to 309.2 hours (16.9
percent). In terms of hourly pay, this means
TruckSol members who had been making over
KRW14,000 (USD10) in the last year of the Safe
Rates System saw their hourly pay rate drop to
under KRWS8,000 (USD5.5) in 2023, well below
the minimum wage of KRW9,620 (USD6.7). The
most common reason (34.8%) drivers gave for
the increase in working time was the decline in
pay rates.

The most obvious problem that has emerged
since the sunset of the system is the
intensification of cost-cutting competition and
the resulting pressure to reduce pay rates. The
revival of low-cost tendering practices has
forced transport companies to compete by
offering the lowest prices possible in order to
secure loads. The cost of this competition is
being passed on to truck drivers in the form of
lower pay and longer hours.

In addition, the Safe Rates system had made

it possible for drivers to be compensated for
‘invisible’, non-driving, labour, through the
calculation of average waiting time as part

of pay rates, and through the stipulation of
additional surcharges for extra waiting time and
more arduous work. Following the sunset of
the system, transport buyers have unilaterally
lowered or stopped paying these surcharges,
causing income to fall even further.

INCREASING SAFETY RISKS

The stated purpose of the Korean Safe Rates
system was to reduce overloading, speeding,
and overwork by guaranteeing minimum pay
rates and, in so doing, improve road safety for
truck drivers and the public. As discussed in
the previous section, drivers’ experience of
overloading, speeding, and fatigue while driving
decreased significantly while the system was in
effect. As shown in Figure 11, however, these
risky behaviours have increased dramatically
since the sunset of the system.
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Figure 11. Change in overloading, speeding and fatigue following sunset of the

Safe Rates System

Overloading Speeding
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>®

- Increase - No change

TruckSol 2023.

A maijority (58.54%) of respondents to TruckSol’s
survey said that they overloaded their vehicles
more following the end of Safe Rates, while
38.93% answered that they had not experienced
any change and 2.53% said overloading had
decreased. In addition, 66.14% of respondents
said that the frequency with which they speed
had increased following the end of the system.
Speeding to make it possible to make more trips
appears to be an inevitable choice for drivers
faced with falling per-trip rates. A staggering
70.25% of respondents reported an increase in
fatigue after the sunset clause went into effect.
The longer working hours due to lower pay are a
key factor that encourages overwork, leading to
fatigue.

- Decrease

Fatigue
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CONCLUSION AND
RECOMMENDATIONS

Fragmentation, multi-tiered subcontracting, the
concentration of power with the companies at
the top of contractual chains, and the lack of
basic standards at rights for owner drivers at
the bottom has led to low pay and poor working
conditions while threatening road safety. The
Korean Safe Rates system, in effect from 2020 to
2022, was an important effort to overcome these
problems and had begun to have a positive
effect by increasing drivers’ take-home pay and
leading to shorter (although still long) working
hours.

Analysis of the KSRRG survey shows positive
improvements to industry structure, including

a reduction of subcontracting and improved
market transparency, and a substantial decrease
in risky driving behaviours that can lead to
accidents such as speeding, overloading, and
driving while fatigued. Unfortunately, Safe Rates
was discontinued before its full impact could

be felt; and working hours and safety risk have
increased substantially since it ended.
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The evidence leads to four clear
recommendations:

* The Safe Rates system must be reintroduced
and be implemented on a sustained basis.
Unless the system is allowed to continue
over the long-term without threat of being
terminated, it will be impossible to assess
its full impact on industry structure, working
conditions, and road safety.

* The application of Safe Rates, which only
applied to 5.7% of the market, must be
extended to more drivers, if the full effects of
the system are to be felt not only by drivers but
also by the travelling public.

* The system must be accompanied by effective
enforcement, as well as supplementary
measures to combat pressures on drivers
to overload, speed and engage in other
dangerous on-road practices.

* The government must work with industry
stakeholders to collect sufficient
disaggregated data on working time, working
conditions, and commercial vehicle accidents
and accident fatalities. Only if sufficient
data is collected over the long-term will
researchers be able to fully assess the impact
of the Safe Rates system, and will policy
makers have the basis to make the necessary
policy improvements to enable sustainable
implementation.



ABBREVIATIONS
AND ACRONYMS

BCT
KOTI
KoRoad
TruckSol

KSRRG
TAAS
MolLIT
TSMACS
TTBA

Bulk cement trailer
Korea Transport Institute
Korea Road Traffic Authority

Korean Public Service and Transport Workers’ Union Cargo Truckers
Solidarity Division

Korean Safe Rates Research Group

KoRoad Traffic Accident Analysis System

Ministry of Land, Infrastructure and Transport

Traffic System Information Management Complex System

Trucking Transport Business Act (1997)
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