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Although there has been a large amount written about Chinese Guanxi networks, a
detailed debate concerning Korean informal relation-based networks is by comparison
under-represented in the international business literature. This paper introduces and
distinguishes between three forms of informal relation-based networks in Korea: (1)
Yongo, (2) Yonjul and (3) Inmaek. Inmaek describes a social network in general, while
Yongo networks draw primarily on existing kinship-, university/school- and regional
origin-based ties. Contrary to Yongo ties, Yonjul ties exist for a purpose, often to secure
personal gains and benefits. In all three forms, kinship-, university/school- and regional
origin-based ties play primary, but not exclusive, roles. A better understanding of
Korean informal relation-based networks helps contribute to the advancement
of knowledge about the anatomy of informal institution, as well as to the growing field
of indigenous management research, by identifying and analysing an influential
contextual factor in Korea. In addition, it underlines important implications for
management practices in Korea.
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Introduction

Despite the rapid growth of the Korean economy since the 1960s, it receives far less

attention in business and management research compared to its neighbours China and

Japan. Today, the Korean economy is among the strongest 15 worldwide according to

gross domestic product (purchasing power parity (PPP), IMF 2012). Korean firms occupy

leading positions in respective industries, with, for example, Samsung leading the world

semiconductor market and electronics (Kim and Seong 2010), Hyundai Motors the fourth

largest manufacturer of automobiles (Organisation Internationale des Constructeurs

d’Automobiles/International Organization of Motor Vehicle Manufacturers 2010), and

Samsung SDI and LG Chem leading the lithium-ion battery market, important for mobile

phones, notebooks and in the future for electrically powered cars (Virtanen and Lee 2010).

Although several studies have analysed formal factors and processes of Korean

management (Kim 2011; Lim and Sanidas 2011; Rugman and Oh 2008; Cho 1994;

Kim 1997), less attention has been paid to the informal sphere of managerial behaviour in

Korea.

This paper focuses on the fundamental factors underlying Korean management

practices, namely its ascription to informal relation-based ties, as yet novel to management

research. While over the past 30 years research into the business impact of Guanxi ties has

been comprehensively described (Luo 2007; Gold, Guthrie, and Wank 2002; Tsui and
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Farh 1997; Dunning and Kim 2007), classified (Fan 2002b; Chen and Chen 2004; Lin

2001; Li 2007) and critically discussed (Gu, Hung, and Tse 2008; Ho and Redfern 2010;

Luo 2008; Fan 2002a), the distinctive features of informal ties within the sphere of Korean

business and management remain largely unknown, or are at best mentioned superficially

in the international business (IB) and international management (IM) literature. Though

some studies make Korean informal ties a research subject in an IB or IM context, an in-

depth analysis, providing a fundamental classification, definition and characterization,

such as that provided by Luo (2008) or Fan (2002a) in relation to Guanxi, is currently a

necessity. Moreover, though indigenous management research (IMR) is currently

flourishing1 (Xu and Yang 2009; Tsui 2004; Panda and Gupta 2007; Mayer 2006; Jackson,

Amaeshi, and Yavuz 2008), Korean management is comparatively under-represented as a

research subject in this field. Hence, research into Korean informal relation-based

networks can be regarded as an innovative field of discussion and research.

Table 1 shows the research field focused in this paper, as well as its relationship to

neighbouring disciplines by providing examples of studies conducted in the area of

informal ties in IB and IM as well as in IMR. Following this distinction, studies that

explore distinctive context factors unique to Korea can currently be considered under-

represented. The IMR approach is defined by Tsui (2004), among others, as follows:

[ . . . ] indigenous research is not comparative or cross-cultural research. By definition,
comparative or cross-cultural research involves at least two nations or cultures. Indigenous
research aims to understand a specific context and thus it must avoid involving two contexts
that may differ on unknown dimensions. (Tsui 2004, 503)

Indigenous research provides a better understanding of distinctive characteristics of local

phenomena that are unique to a country, thus making a novel contribution to research.

Future research into Korean management will require a precise understanding of the

nature of informal relation-based networks on which empirical research can be built.

Hence, a clear definition and characterization of the different existing informal network

types is an important starting point. This paper will distinguish between Yongo, Yonjul and

Inmaek based on literature analysis, interpretation of Korean terms and a series of

exploratory interviews conducted between 2009 and 2012.

Theoretical background

Popularized by North (1990), the influence of informal institutions (e.g. culture, norms and

ethics) in contrast to formal institutions (e.g. laws, regulations and rules) has found its way

into business studies (Peng, Wang, and Jiang 2008). Informal institutions are, contrary to

formal institutions, mostly unwritten, and constructed, shared and enforced outside of

official channels (Pejovich 1999). There is little doubt that informal institutions matter in

managerial decision-making (Peng et al. 2009), but the ways in which they matter and the

nature of their underlying principles, leading to respective modes of action, is currently a

developing area of management research (Zhu, Wittmann, and Peng 2011).

In reference to disciplines other than business and management (e.g. economic or

political science), it can be claimed that theory lacks a precise definition of what informal

institutions actually are and what they are not. Several phenomena such as networks, the

mafia, corruption, culture, values and norms have been generically tagged as informal

institutions. Relational, sometimes referred to as personal (Wang 2000) or social (Yazawa

2006; Helmke and Levitsky 2004), networks are often regarded as a subcategory of

informal institutions.

Asia Pacific Business Review 79



Generally defined, networks can be described as ‘a set of interconnected nodes’

(Castells 2001, 1) between actors. Relation-based networks, thus, refer to the connection

between people who are directly or indirectly involved in a social interaction. The nature

of the relationship between people can be formal or informal and the formal nature of

relationships can be characterized as ‘explicitly prescribed, exogenously imposed and

rigidly enforced by vertical authority powers in a universalistic depersonalized process

(e.g. objective, cognitive and task-oriented and instrumental)’ (Li 2007, 229). On the

contrary, an informal relationship relates to ‘the nature of social ties and events as

implicitly assumed, endogenously embraced, and flexibly enforced by peer pressures

horizontally in a particularistic personalized process’ (Li 2007). Thus, informal networks

of relationships can be defined as direct or indirect connections between people which,

although based on voluntary participation, are held together by peer pressure.

Table 1. Demarcation of the observation field in neighbouring disciplines.

Observation field
IB-related research on
informal relations IMR on informal relations

IM-related research on
informal relations

Examples
General
scope

Nguyen and Rose (2009,
JBV), subject: Building
trust among Vietnamese
entrepreneurs

Luo (2008, IBR), subject:
Chinese culture and
business behaviour and the
intertwinement between
guanxi and corruption

Wong and Boh (2010,
AMJ), subject: informal
ties and trustworthiness

Reagans and McEvily
(2003, ASQ), subject:
Informal networks and
knowledge transfer

Fan (2002b, IBR), subject:
Questioning guanxi: defi-
nition, classification and
implications

Michailova and Worm
(2003, EMJ), subject:
Personal networking in
Russia and China

Wong and Ellis (2002,
JIBS), subject: Social ties
in Sino-Hong Kong inter-
national joint ventures

Cheng, Wang, and Huang
(2009, MOR), subject: An
‘Insider’s’ perspective of
advancing Chinese man-
agement research

Estrin and Prevezer (2010,
APJM), subject: Informal
institutions and corporate
governance in Brazil,
Russia, India and China

On Korea Dyer and Chu (2000,
JIBS), subject: Trust in
Supplier-Automaker
Relationships

Kim and Cannella (2008,
JWB), subject: Social
capital and executive pro-
motion in Korea

Park, Hwang, and Harri-
son (1996, IBR), subject:
Communication problems
in foreign subsidiaries in
the US and Korea

Under-represented
currentlya

Oh, Chung, and Labianca
(2004, AMJ), subject:
Group social capital and
effectiveness

Bstieler and Hemmert
(2008, JWB), subject:
Comparing trust in vertical
product development
partnerships in South
Korea and Austria

Yoon and Hyun (2010,
MD), subject: Determi-
nants of informal network
governance in Korea and
China

Note: JIBS, Journal of International Business Studies; JBV, Journal of Business Venturing; AMJ, Academy of
Management Journal; JWB, Journal of World Business; EMJ, European Management Journal; APJM, Asia-
Pacific Journal of Management; ASQ, Administrative Science Quarterly; MD, Management Decision; IBR,
International Business Review; MOR, Management and Organization Review.
a Indigenous business and management-related research on Korea, i.e. research that explicitly takes the distinctive
informal (cultural) context into account or that describes unique local characteristics in depth (Tsui 2004).
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Ties can be distinguished according to their level of informality and their strength.

Li distinguishes between different intensity levels of informality. Strongly pronounced

informally is personalized trust, a relational contract, intuition, non-verbal communication

or tactical knowledge (Li 2007). Seminal work on tie strength was conducted by

Granovetter (1973) who proposed a classification of tie strengths (either weak or strong)

according to (a) time invested to maintain these ties, (b) emotional attachment, (c) intimacy

and (d) reciprocity. Due to a high degree of trust, strong ties prevent free-riding and

opportunism, hence serving as an effective informal control mechanism.While scoring low

on the factors measuring tie strength mentioned above (a–d), weak ties have the advantage

of exterting long-range influence, i.e. they are able to connect to others located in distant

parts of the network, thereby establishing communication channels valuable for transferring

information across distances on the network.Moreover, weak ties fulfil a bridging function.

If there is no connection between different informal networks, there is a ‘structural hole’

(Burt 1995). When agents fill this structural hole, a utility maximum results both for these

agents and for the members of the networks in the form of, for example, gains in mutual

information. As distant information can be a useful acquisition for firms in order to increase

knowledge, it is important that both strong and weak ties are maintained by firms (Burt

2000). To the individual, however, the value of being equipped with several informal ties

decreases the more peers the agents possess. As a consequence, the value of informal ties is

highest for managers with the fewest peers (Burt 1997).

What function do informal relation-based networks fulfil? According to Nee, they serve

to organize ‘market-oriented economic behaviour according to informal norms reflecting

the private expectations of entrepreneurs and politicians. They act in the shadow of the state,

often at odds with the goals formulated by rulers’ (Nee 1998, 86). Positive characteristics of

networks are identified in the literature in the form of support services such as for job

searches (Granovetter 1974) or in community care (Lin 1999).

A variety of conceptualizations are based on Granovetter’s works on social capital and

networks, who criticises the lack of integration of the social environment in the decision-

making behaviour of neoclassical economics. His contribution can be seen in the extension

of the assumption of rational human behaviour by the role of social embeddedness of

behaviour in interpersonal relationship networks (Granovetter 1985).

By far the greatest attention within this category of informal institutions has been

attracted by research on Guanxi (Gold, Guthrie, and Wank 2002; Luo, Huang, and Wang

2012; Luo 2007; Fan 2002b; Luo 2008; Buckley, Clegg, and Tan 2006). Surprisingly, in

spite of its geographical proximity to China and the economic importance of Korea today,

consideration of Korean forms of informal relational networks has only been implicitly

recognized in management research.

Considerable confusion about the terms used for informal relational ties in Korea is

added to by the sporadic use of different terms serving to describe the same phenomenon.

Most of the existing management literature does not clearly specify the determinants used

when discussing informal relation-based networks in Korea, meaning that it remains

unclear whether Yongo, Yonjul or Inmaek is being referred to. Alternatively they are

described in relation to Chinese Guanxi networks, with the point made that they are quite

similar. Although the networks are to some extent interrelated and overlapping, the

differences are not marginal. The shortcuts described above can lead to an imprecise usage

of key terms and may lead to generalizations that are not helpful for a deeper analysis of

informal relation-based networks.
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Literature review

In order to define and characterize Korean relation-based networks, this paper draws on

(a) literature analysis, (b) the interpretation of key terms in Korean (Hangul) and

(c) exploratory interviews with experts. As a first step, an overview of the international

literature analysed for this purpose is presented in Appendix B. Most publications

appeared in the area of sociology and management. Contrary to some papers published in

the field of sociology, most of the management-oriented literature has not as yet made this

subject an explicit research theme. It can, therefore, be claimed that research into Korean

informal networks currently remains an implicit and insignificant side issue in IB and

management research.

So what kinds of informal relation-based networks exist in Korea? Based on the

literature review, three types can be distinguished, namely Yongo, Yonjul and Inmaek

networks. But there is controversy regarding the fact that important features of each type are

not allocated to each network. Yoon and Hyun (2010) regard Yongo to be a rather neutral

term for relationships or connections in general, whereas Yonjul manifests itself based on

family ties, graduation from the same school or university and regional origin. Yee and

Chang (2009), Kim and Kim (2008) and Manske and Moon (2003) also regard

university/school, family and regional ties as the constitutive base of Yonjul. Lee (2000)

defines Yonjul as if it could be established among others based on existing former

university/school, family and regional origin ties, but its distinction from other forms is in its

‘facilitative function of backdoor rent seeking’ (Lee 2000, 369), which adds an amoral

characteristic to the term. On the contrary, Bstieler and Hemmert (2010) andMilliman, Kim,

and Von Glinow (1993) regard family ties, university/school and regional affiliation Inmaek

relationships as do Kim and Cannella (2008). Lee (2007), Kim and Bae (2004) and Chung,

Lee, and Jung (1997) regard family ties, university/school and regional affiliation Yongo

relationships. Other authors such as Park and Shin (2005), Chang and Chang (1994), Lee and

Brinton (1996), Cho and Yoon (2001), Chang (1991) and Kim (2007), abstain from using a

distinctive term. However, they agree that the three constitutive bases of kin,

university/school and regional origin are important grounds for forming influential informal

ties. The results of the literature review are summarized in Table 2.

The literature review results in several initial findings: first, former university or school

ties, regional origin and kinship ties do present important grounds upon which informal

ties are established. Second, informal ties are used for personal gains, but certain ties are

used for amoral or illegal transactions. Hence, the nature of those ties is different. Third,

Table 2. The classification controversy of informal ties in Korea.

Distinctive
network
type [I] [II] [III]

Tie base University/school, region and family Either [I] or
through [I] or
other base

All social
ties

Nature Neutral Amoral or illegal Neutral
Tagged as Yonjul 1, Inmaek 2, Yongo 3, Yongo 4, Yongo 5,

Inmaek 6, Yonjul 7, Yonjul 8, Yonjul 9, Yonjul 11,
Yonjul 12, Yonjul 13 and Inmaek 14

Yonjul 10 Yongo 1

and
Yongo 11

Sources: 1Yoon and Hyun (2010), 2Bstieler and Hemmert (2010), 3Lee (2007), 4Kim and Bae (2004), 5Chung, Lee,
and Jung (1997), 6Milliman, Kim, and Von Glinow (1993), 7Yee and Chang (2009), 8Kim and Kim (2008), 9Manske
and Moon (2003), 10Lee (2000), 11Yee (2000), 12Kim (2000), 13Park (2004) and 14Kim and Cannella (2008).
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there is another category of ties, as in other countries, which relates to informal ties that

people establish independent of an extraordinary base. The controversy in the existing

literature lies in the confusion between, or imprecise definition of, all three ties so that it

remains unclear whether general ties are referred to or a tie formation that is distinctive for

Korea and in addition whether it is used for amoral or illegal transactions. Most authors

place all three types of ties under one roof (compare Table 2 [I]), or apply the same definition

to two types of ties at the same time, something which can easily lead to the assumption that

in Korea informal ties are used for amoral or illegal transactions, which is certainly not the

case overall. Moreover, it is unclear how influential they remain today.

Research approach and method

The research subject is explored under the guidance of a positive research approach

(Loewenstein and Haisley 2008), rather than a normative approach, by aiming towards the

understanding of in Friedman’s term ‘what is’ (Friedman 1953, 3). Integral steps involve

the interpretation of Korean terms and exploratory expert interviews.

In order to untangle informal relation-based networks in Korea, the meaning of the

syllables of the original Korean words (in Hangul, i.e. the Korean alphabet) Yongo, Yonjul

and Inmaek were analysed in a detailed discussion with two Korean bilingual (Korean-

English) natives in two separate sessions each to ensure congruence. In addition, the expert

interviews helped establish a clearer understanding of the definition borders of the terms

and their distinctive characteristics.

Exploratory expert interviews

Due to business and management literature rather than general allusions to the character of

Korean informal relation-based networks, expert interviews were considered necessary in

order to bring out the subtleties more accurately. Between 2009 and 2012, three waves of

exploratory interviews with 10 Korean nationals and 11 German nationals (N ¼ 21)

representing international corporations and public organizations were conducted across

Korea and in Germany (see Table 3).

The first wave of interviews took place in Korea and included Korean nationals only.

That sample included six interviews with three Korean managers and three professors of

business and economic studies. The second wave of interviews took place in Germany

with two Korean professors on a research stay abroad. In order to increase the portion of

participants from the business sector and to avoid potential monocultural-biased views on

the subject (Kwon 2006), a third wave of interviews was conducted in Korea including 13

additional interviews solely with upper- and top-level business executives of Korean and

German nationality.

As questions relating to highly private assets are sensitive, the interviews were strictly

anonymous. When allowed, the interviews were taped, when not, notes were taken.

Due to the novelty of the research subject, the number of questions was kept low to

guard against overlooking important details that could otherwise be caused by using a

comprehensively structured questionnaire. The questions were tested in a pilot interview

with two Korean students independent of each other in order to confirm their

comprehensibility, and were initially conducted in an exploratory manner in order to

cover every aspect of importance to the interviewee before becoming more focused

in the course of the interview as part of the elicitation technique applied (Johnson and

Weller 2001).
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Data collection

The data collection followed a judgement sampling strategy (Miles and Huberman 1994;

Marshall 1996a). In selecting the experts, the key informant technique was applied

(Marshall 1996b; Tremblay 1989), according to which key informants need to fulfil five

criteria: They should occupy a (1) role in the community that exposes them to the

information in demand, (2) they should be knowledgeable about the subject of research,

(3) are willing and (4) able to communicate their knowledge openly and (4) be impartial,

i.e. unbiased and objective in relation to the subject under investigation (Tremblay 1989).

Based upon these criteria, the key informants were carefully selected. They occupied a

high position in Korea either in business or in a related field, i.e. as professor of economics

and business studies (role in the community), had several years of business experience in

Korea, or, as far as the foreign key informants were concerned, at least three years of

management experience in Korea (knowledgeable). The willingness to talk openly about

the subject under investigation was confirmed before the interviews took place. They were

bilingual (i.e. either Korean-English, Korean-German or German-English), hence able to

talk with the interviewer (communication). Moreover, anonymity of the interviews was

guaranteed to the key informants (impartiality).

To approximately 30% of the participants a pre-existing direct relationship or a

relationship through a mutual acquaintance existed, a condition that contributed positively

to the establishment of a trusting interview atmosphere, a factor considered important for

exploratory interviews (Ryen 2001). The data gathered were transcribed and the content

analytically evaluated (Miles and Huberman 1994). The findings are incorporated in the

definitions and characterizations provided in the following sections (Table 4).

Table 3. List of expert interviews.

No. Position Nationality Interview location Interview duration (min)

I-A1 Academia Korean Seoul (Korea) 96
I-A2 Academia Korean Seoul (Korea) 82
I-D3 Director Korean Seoul (Korea) 55
I-M4 Manager Korean Seoul (Korea) 65
I-M5 Manager Korean Seoul (Korea) 73
I-A6 Academia Korean Duisburg (Germany) 88
I-A7 Academia Korean Busan (Korea) 72
I-A8 Academia Korean Duisburg (Germany) 60
I-VP9 Vice President Korean Seoul (Korea) 48
I-C10 CEO German Seoul (Korea) 56
I-P11 President German Seoul (Korea) 38
I-D12 Director Korean Seoul (Korea) 61
I-P13 President German Seoul (Korea) 42
I-D14 Director German Seoul (Korea) 58
I-D15 Director German Seoul (Korea) 33
I-D16 Director German Seoul (Korea) 36
I-D17 Director German Seoul (Korea) 72
I-C18 CEO German Seoul (Korea) 34
I-P19 President German Seoul (Korea) 35
I-P20 President German Seoul (Korea) 41
I-P21 President German Seoul (Korea) 54
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Table 4. Critical themes in the interview analysis.

No.
Critical
theme Representative quotations

I-A1 Yongo ‘Informal ties exist in every country but in Korea, school, family
and regional origin play an extraordinary role in their formation.
Today ties to former university mates play a bigger role than school
ties which were in the past more important.’

I-A2 ‘In Korea it is important to have a private relationship with people.
Without a private relationship it is impossible to get things done.
Most important is Yongo. These relationships mean connections
through graduation from the same university, being born in the
same city or belonging to the same family.’

I-D3 ‘When I enter a business negotiation with someone, the first things
I ask is how old is he, where he is from and where has he studied in
Korea. I try to find out whether there is Yongo. That will change
the situation completely.’

I-D4 ‘Western firms act very rational in Korea. They only use memos
and don’t like to share information. In Korea we share all
information with our friends. They have no sense for establishing
sympathies by understanding the give-and-take-game. However,
they are just not able to because their foreign managers weren’t
born here and have attended university abroad. They have no
Yongo.’

I-P11 ‘Problems are interpreted and decisions are made by taking
dependency relations between people into account, rather than
focusing on the issue itself detached from persons. Herein, most
important are relations that stem from family, home town and
university connections. Those ties are strong and are maintained.’

I-A6 ‘Every Korean has Yongo. The word in Korean implies that there is
a common ground from which a relationship can be established or
already exists. In Korea that is usually the graduation from the
same university, regional origin or family. [ . . . ] it doesn’t assume
any intention or purpose.’

I-D3 Hakyon ‘For me, the most important source are the people who studied at
the same university as me. We are like a big family. I don’t trust
people from other competing universities that much, they are
different.’

I-M5 ‘Many people in my firm graduated from the same university as
me. We often meet after work for dinner. People who graduated
from other universities do the same.’

I-P13 ‘Informal networks in Korea are established around special
institutions. E.g. having studied at a university is enough to draw
for the rest of your life on a social connection. One mustn’t
necessarily have studied in the same class or same year, just having
studied at the same institution, no matter when, makes a reason for
a connection. Those connections are maintained by an incredible
effort of private time, like mutual dinners and lunch breaks,
drinking events, mutual sport event, church visits etcetera. Much
effort is spend on organizing those encounters.’

I-A2 Hyulyon ‘Family-ties are the strongest bond in Korea. Take a look at the
Chaebol. Usually the sons of the founder take over leadership
sooner or later. In smaller firms it is the same. Recently there are
some examples where family members have not taken over the
management of the firm but associates. We call that “donation
culture”. But those are just a few exceptions.’
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Table 4 – continued

No.
Critical
theme Representative quotations

I-A1 Jiyon ‘For example, if I meet someone who was born in the same region
like me, we are immediately very close to each other. The talk is
very informal independent of the context. It is like someone from
my family although we haven’t met before. In order to underline
this family-like relationship we address each other with “elder
brother” or “younger brother” dependent on age. Due to this
hierarchy there are certain behavioural expectations. That’s the
same with former university ties too. But regional ties are powerful
in every area of Korea’s society, in business or politics. President
Roh tried to stop it but it hasn’t changed much.’

I-A2 ‘Regional origin plays an important role in filling positions in
business. People from the same region are preferably hired. It is
getting more important the higher the positions are. Competence
plays a role too, but according to my experiences, regional origin is
decisive finally. [ . . . ] Regionalism is especially pronounced with
people from the Jeollanam province, southeast of Korea.’

I-D3 Yonjul ‘For example, I studied at the [xyz] university in Seoul almost 30
years ago, a university from which most students enter into
business. Meanwhile, they have a huge alumni network. If I need to
find out internal information about a certain department of a
company or a competitor, I use my network. Either I find a direct
contact or through someone else from my former university. Since
I’m senior to many alumni, it works out quite well. They will never
negate my request, and I will support them too whenever
necessary.’

I-A6 ‘Yonjul is different to Yongo because it has clearly a negative
connotation in Korean compared to Yongo, which is rather a
neutral word that implies a common base. Yonjul is associated with
negative behaviour or illegal behaviour or behaviour other people
would regard bad in some way. [ . . . ] both are very different in
nature, because illegal transactions must be kept secret, so the
circle of people should better be small and trust must be high. That
serves to secure Yonjul. [ . . . ] Yonjul can evolve from or through
existing Yongo relations or Inmaek relations. They can transform
into Yonjul but I can also have Yonjul with someone I don’t share
Yongo. This is often better because Yongo and Inmaek are often
too big as networks, so the risk of gossip is higher.’

I-A1 ‘Well, Yonjul is different to Yongo. When you think about Yonjul
you have a special intention that requires the help of others.’

I-A6 Inmaek ‘Inmaek we use as expression for a personal network in general.
It just means connection. It has neither a negative nor positive
connotation. As this term is so general it can include Yongo and
Yonjul.’

I-A1 ‘Inmaek just means connection.’
I-A5 ‘Inmaek is like the English word for connection. A very broad term

without a special meaning. Talking about Yongo and Yonjul is a
different story.’

I-D12 Effective
tie
strength

‘I believe the strength of Yongo in Korea decreases just slowly.
Especially the younger generation regards reaching goals through
Yongo differently than the older generation. The younger
generation thinks that using Yongo and Yonjul is not a fair way to
achieve e.g. getting a job or being promoted. Yongo is certainly
strong in Korea but I feel that the younger ones are a bit critical
towards Yongo.’
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Findings

Subtleties of Korean informal relation-based networks

Korean informal networks are commonly called Inmaek ( ), Yongo ( ) or Yonjul

( ) networks. Romanization of the letters, however, has led to differences in writing

styles.

Inmaek, though rather rarely debated, is commonly written in roman letters. Yongo and

Yonjul are presented in different ways. Whereas Kim and Bae use the writing style Yongo

(Kim and Bae 2004), other authors prefer Yeon-gyeol (Yazawa 2006), Yŏn’gyŏl (Yee

2000), Yŏn’go (Lee 2000) or Yon-go (Chung, Lee, and Jung 1997). As for Yonjul, the

majority of scholars apply romanized letters (Kim and Kim 2008; Cha 2000; Park 2004;

Yee and Chang 2009), whereas others prefer Yeon-jul (Yazawa 2006) or Yŏnjul (Yee

2000; Lee 2000).

For the sake of ease, the terms applied throughout this paper are simply Yongo, Yonjul

and Inmaek, respectively. Original meanings and relevant literature, coupled with the

interviews conducted, suggest the need to make a clear distinction between these three

types of networks.

Definition: Yongo

Yongo is the term for personal relationships in Korea that are attached to affiliation in an

informally organized group. There is, however, confusion in the literature about the

precise distinctions between the definitory borders of Yongo and Yonjul. When some

authors use the Yongo term in a general universalistic sense of a relation-based informal

network (Yee 2000), others maintain that Yongo derives its main cohesion power from

strong particularistic ties, based on kin, educational institution (school/university) and

Table 4 – continued

No.
Critical
theme Representative quotations

I-P13 ‘I think the influence of informal networks will not decrease. The
basic principles will not change but maybe some characteristics
may alter over time. For example, family is of utmost importance
in Korea and the father enjoys the absolute highest status. Maybe
the father as patriarch will slowly loose importance as more and
more women enter the job market and contribute to the family
budget. Social hierarchies may decrease as younger people may
not accept taking orders anymore just because of age differentials.
Moreover students more and more study abroad and learn how the
society in other countries functions.’

I-D14 ‘Since 10 to 20 years they [the Chaebol] internationalized and
implemented new management practices inspired by approaches
and ideas learned abroad. Many of the Chaebol top managers
studied abroad too. The hierarchical structure of the Chaebol can
be regarded an advantage for implementing new management
techniques and policies very quick by a top down approach.
However, all those changes I perceive seem not to influence the
reliance and maintenance and especially the loyalty towards
informal relationships in business and private life. They are still
strong but people do not often talk about it.’
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region (Chung, Lee, and Jung 1997; Kim and Bae 2004). On the other hand, these three

factors are seen by many scholars as the basis that forms Yonjul ties (Yee 2000; Cha 2000;

Lee 2000; Han 2000; Kim 2000). On asking the interviewees about this contradiction, they

all agreed that the three pivotal centres form the base – in the first place – for Yongo but

not necessarily for Yonjul. Nevertheless each of the three centres can serve as a platform

for establishing Yonjul (I-A6, I-D4, I-A2, I-D3 and I-P11).

A closer look at the original meaning of the components of both words helps to

understand the subtle distinction. Yongo and Yonjul both share the ‘yon’ (tie). Its meaning

expresses affection and a bond between individuals. The ‘go’ in Yongo indicates that the

tie exists for a reason – because of a shared background. The latter is, in practice, typically

(but not exclusively) derived from attendance of the same university or high school, the

same regional origin or kinship belongingness. The Korean words for these ties are hakyon

(education-based ties), hyulyon ( family or blood ties) and jiyon (regional origin-based

ties). These play the most important role in forming informal ties and are explained in

more detail below.

Hakyon ( ): education-based ties

Relationships established in high school or during university education are referred to as

hakyon ties. Former fellow students are connected by a strong relational bond in which,

according to the seniority-determined hierarchy, the elder takes care of the younger, who is

expected to behave loyally. Having studied at the same university at the same time does not

necessarily mean a bond is established. The fact of having studied at the same university at

all is sufficient in order to claim association and amutual personal connection. Therefore, in

this way access to large cooperative alumni networks is enabled that can be used for

information gathering or any kind of favours. As a result, favouritism is strongly

pronounced in these networks (I-D3, I-M5, I-P13, Cha 2000; Kim 2007; Lee 2007).

Hyulyon ( ): family, blood ties

Hyulyon refers to relations among people of the same blood lineage or to a connection

through marriage (Kim and Bae 2004); hence, it is family and kinship based. Priorities

towards people are determined by sex and distance from the patriarch. Females rank lower

in the social hierarchy, as do more distant relatives. Priority is given to sons according to

age, for example, succession in a firm is influenced by hyulyon, as is promotion to

management level (I-A2, Kee 2008).

Jiyon ( ): regional origin-based ties

Jiyon indicates a relationship based on home or birthplace. Kim (2007), Kim (2000), Lee

(2007) and Shin and Chin (1989) report on the impact of being born in the same region.

The same origin leads automatically to membership of a group, based on the assumption

that values and norms typical for the respective region became a permanent character trait

of the individual. It ‘provides prima facie justification for a social bond’ (Shin and Chin

1989, 17). This fact explains the phenomenon that most high-ranked politicians and

corporate leaders in Korea stem from a particular region. Sharing the same regional origin

is regarded as being a member of a quasi-family, implying acceptance of behavioural

norms in the form of cooperation and loyalty. As a consequence, social cohesion within

the group is high (I-A1 and I-A2).
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Yongo derives from one’s ascription to these three ties (as with the educational

background in an ex-post sense). Hence, it is basically immutable once a certain Yongo is

ascribed to a person. With the exception of school or university affiliations (hakyon), those

ties are determined by birth and hence are irreversible. All three ties represent lines of

relational bonds that last for life. Yongo in itself does not presuppose any purpose,

intention or objective on the part of the people sharing Yongo (I-A6).

Definition: Yonjul

Yonjul refers to informal and rather particular ties between individuals that exist for a

purpose. The word itself shares with the word Yongo the ‘yon’, again standing for ‘tie’, but

the second syllable – the ‘jul’ – translates to ‘rope’ or ‘string’. The common judgement

based on the interviews conducted is that the word Yonjul itself has a rather negative

connotation (I-A6), as Yonjul presupposes a purpose or intention and objective, such as

personal gains. The purpose of Yonjul ties is often to secure favours or benefits granted

because of those ties, and not based on fair competition or equal treatment. Examples

include, on the individual level, the usage of Yonjul for job entry, career progression or the

acquisition of secret competition-relevant information or, on an organizational level,

receiving subsidies or securing monopoly rights in the market (Kim 2000). Based on the

interviews conducted it is clear that Yonjul blurs the border between legality and illegality

and is often associated with illegal transactions (I-D3, I-A6 and I-A1).

Definition: Inmaek

Inmaek stands for the social network in a general sense of one that one builds up in the course

of one’s social life, whether purposefully or not. Based on the interviews it can be claimed

that Inmaek, Yongo and Yonjul are interrelated, but the most general term in Korea for a

social network would be Inmaek (see also Hitt, Lee, and Yucel 2002; Kim and Cannella

2008; Milliman, Kim, and Von Glinow 1993). As a general social network can be extended

based on existing ties, Yongo and Yonjul can be considered part of the Inmaek. Through this

interrelation, given a special purpose, a general Inmaek tie can develop into a Yonjul

relationship (cf. Figure 1). Hence, Inmaek is critical for securing Yonjul. As Yonjul

relationships are rather delicate, Inmaek is also important for safeguarding Yonjul

relationships, due to the option they provide of exerting peer pressure (I-A1, I-A5 and I-A6).

Development of the effective tie strength

As most research on China recognizes the decline in the strength of influence of Guanxi

(Brennan and Wilson 2010; Guthrie 1998) as a result of economic and political

development, the question of whether the influence of Korean informal relation-based

networks also decline becomes interesting. As the Asian financial crisis of 1997 hit Korea

hard resulting in the taking of unusual steps, including mass-layoffs, causing high

unemployment rates and a decrease in firm loyalty, scholars argued that Korea

subsequently underwent a ‘cultural transition’ from a traditionally collectivistic society to

a one in which individual values began to prevail (Lee and McNulty 2003). Since the

crisis, Korean companies recovered and reformed, for instance, by introducing

performance-based payment systems, thus abandoning the practice of seniority-based

compensation and promotion (Chang 2006). A question that arises is whether these
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measurements triggered by the Asian financial crisis of 1997 led to a weakening of the

influence of Yongo.

The results of the interviews conducted represent a rather mixed picture in response.

Whereas some key informants do see a decline of influence long term, others regard the

influence as stable but with changed characteristics. Overall it can be stated that the

influence of Yongo is perceived as still strong today. In particular, two streams of

perception that lead to the assumption of an alteration in its current shape can be

summarized as follows: First, Yongo may alter its influence due to changes in society.

More women enter the job market and pursue management careers, thus contributing to

families’ finances; gender-determined hierarchies might soften accordingly, driven also by

a younger generation that prefers self-expression and individualism over strict patriarchic

family structures. Moreover, it has been argued that the younger generation today

perceives Yongo-based privileges as a rather unfair practice. Second, due to the increased

internationalization of Korean firms, new management techniques are adopted, resulting

in the adjustment of existing approaches and attitudes. For instance, such international

firms increasingly view Yongo-based recruiting critically and in order to promote skill-

based over Yongo-based recruiting, information about university affiliation and home

town in job applications of freshmen are reported to be blackened. However, those policies

seem to be common for the Chaebol but whether the small- and medium-sized enterprise

(SME) sectors follow such methods was unknown to the key informants. Moreover,

it remained unclear under what selection criteria young professionals and experienced

managers are recruited (I-VP9, I-P11, I-D12, I-P13 and I-D14).

As societal change as well as Chaebol policies represent forces that work against a

strengthening of informal ties, the interviews conducted cannot draw a clear picture of the

influence of Yongo in the future. As this study has so far shown, informal relation-based

networks in Korea adopt several forms and serve as a platform for several purposes. In

order to deliver representative data concerning the strength of Yongo in the future, first an

Inmaek-ties

Yongo-ties

 

 

 
Yonjul-ties

Figure 1. Inmaek, Yongo and Yonjul – interrelatedness and possible tie development. Note:
Possible development path of a relational tie.
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exclusive and clearly differentiated research design needs to be established and, second, an

empirical research methodology is required in the form of a longitudinal study in order to

explore this question.

Characteristics of Yongo and Yonjul ties

As Inmaek is a rather general expression for a social network, this section focuses on a

characterization of Yongo and Yonjul, after which it moves on to compare all three network

forms. As the analysis of network characteristics is a major research theme of the social

capital literature, the following characterization is conducted through this lens.

Compared to Yongo, Yonjul relations are much more particularistic (Yee 2000; Kim

2000). They match Yongo networks in terms of structure and form but differ in terms of ‘its

facilitative function of backdoor rent seeking’ (Lee 2000, 369). They represent a strong

bond based on high personal trust, whereby the relationship and reciprocal obligations may

in some cases be more binding than formal rules and laws (Hitt, Lee, and Yucel 2002; Lee

2000; Park 2004). Research into social networks has concluded that the level of mutual trust

is a key variable of cohesion in relational networks (Gambetta 2000;Ostrom andAhn 2003),

and that determines tie strengths (Granovetter 1973; Li 2007). Whereas the level of trust

attributed to Yongo network partners can be tendentially regarded as modest to high, trust

attribution toYonjul networkmembers is extraordinary high (I-A6,Chang andChang1994).

High personalized trust is thus a key characteristic in Yonjul relations (Yee 2000; Lee 2000;

Kim 2000; Manske and Moon 2003; Park 2004; Kim and Kim 2008; Shin and Chin 1989).

On the other side, trust ascription is limited to insiders only, which in turn leads to distrust

and the exclusion of outsiders (Yee andChang 2009;Chung, Lee, and Jung 1997;Kim2000;

Park 2004; Manske and Moon 2003). Relationships with people outside the network are

described as cold and distant and remain outside consideration for issues of care, support or

favours: ‘A consciousness ofmoral obligation exists only for those in the insideworld, while

the attitude towards those in the outside world can be characterized as utmost indifference’

(Manske and Moon 2003, 51). Discrimination and hostility is even reported towards non-

network members (Fukuyama 1995; Kim 2000; Cha 2000).

The relational mode of operation within Yonjul networks needs to be explained in more

detail in relation to the influence of its authority on reciprocal obligations and loyalty.

As Confucian norms of behaviour prevail, Yonjul networks can be described alternatively

as a ‘mutual patron-client network with a strong paternalistic tone’ (Lee 2000, 369).

According to Confucian ideals, the patriarch in the family (usually male) enjoys absolute

authority and unconditional trust and is not to be criticized by his inferiors (i.e. his wife,

children and distant relatives). By honouring his authority, i.e. showing unconditional

loyalty, inferiors enjoy the care, support and protection of the patriarch. Hence, the

relationship is based on mutual dependency.

That Korean businesses operate under the strong influence of these briefly outlined

behavioural principles is not new (Fukuyama 1995; Cha 2000). To a lesser extent, an issue

of debate is that these family ideals do work within the other two pivotal centres that

constitute Yongo and also play a role in Yonjul relations (i.e. former university/school ties,

regional origin). In this way, the sphere of familism, its emotional attachment determining

personal values, ideals and behavioural norms, is extended from the nuclear family to

other groups. This explanation is in line with what Cha refers to through his use of the term

‘pseudo-familism’ when describing corporate governance in Korea (Cha 2000, 474).

In Yongo networks, hierarchies and attached authority on respective levels are steep and to

a great extent determined by seniority. If hierarchical norms are not followed, social
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sanctions for the individual may be imposed (Manske and Moon 2003). Hierarchy thus

plays an important role in group formation and collaboration, as it is the relationship with

the superior from whom agents receive kindness and support that leads them to

collaborate, rather than the individuals’ shared principles and similar attitudes (Cha 2000).

Yongo as well as Yonjul ties were considered helpful during Korea’s rapid economic

expansion. Based on high trust, it ensured flexibility within its relational borders and free

information flow between government and firms, thereby keeping transaction costs

low and counteracting free-riding. Today, however, its effects are discussed critically.

In particular, those not endowed with superior Yongo (also Yonjul) ties criticize their

exclusiveness and favouritism among in-group members, on the basis that access is not

determined by competence but instead fixed by given features. As a result, competition for

elite university access is severe, as this is the only pivotal centre of Yongo that is not

prescribed but promises superior Yongo endowment (depending on the university that is

graduated from) that will be helpful in a future career. Although there is a certain overlap

between Yongo and Yonjul, a clear distinction can be made regarding its nature. Whereas

Yongo is originally neutral in meaning, Yonjul implies a (rather negative) purpose.2 It is no

secret in Korea that bank loans and subsidies, or monopoly rights in business, are granted

based on Yonjul ties. Hence, it is criticized for weakening formal institutions bypassing

them, thus making decisions less predictable. It is thus perceived as the root of cronyism

and corruption and is therefore seen as amoral (Kim 2000). The characteristics of Yongo,

Yonjul and Inmaek ties are summarized in Table 5.

Anecdotal evidence of Yongo and Yonjul relations in business and management

In Korea, the elements of hakyon, hyulyon and jiyon can be regarded as cornerstones that

form relationships between individuals and, through them, between organizations

(Manske and Moon 2003). These three elements are the basis of Yongo relations, but they

also play a role (directly or indirectly) in Yonjul relations. As both may partly overlap with

Inmaek-based ties, they extend their influence into the very general sphere of social

relations. After all, it can be assumed that there might be an extraordinarily high

interconnectedness of social relationships in Korea, which implies a high degree of

informal governance. A question therefore arises as to what concrete examples can be

given regarding where to follow up with enquiries into the micro-level.

Table 5. Characteristics of Yonjul, Yongo and Inmaek ties in comparison.

Yonjul Yongo Inmaek

Tie base All kinds of ties, often HHJ HHJ All kinds of ties
Connotation Negative Neutral Neutral
Implies intentions Yes No No
Openness Very exclusive Exclusive Open
Tie character Very particularistic Particularistic Universalistic
Tie strength Very strong Strong Modest
In-group loyalty Very high High Modest
Reciprocity Very high High Modest
Trust Very high High Modest
Network size Small Large Large
Network diversity Homogeneous Homogeneous Heterogeneous

Note: HHJ: Hakyon (education-based ties), hyulyon (family or blood ties) and jiyon (regional origin-based ties).
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Aspart of the interviewskey informantswere ask to report onanecdotes that best represent

the influence ofYongo in business practices inKorea according to their perception.Anecdotes

serve as the real-world cases that are not to be considered representative butmay pave theway

for further enquiry (Giarelli and Chambliss 2005; Schostak 2006). Whereby all respondents

underlined that informal relation-based networks play a central role in most human

interactions inKorea, four general fields can be summarized (cf. Table 6): recruitingpractices,

decision-making behaviour, information flow and sales/project acquisition.

In recruiting new employees, as mentioned above, practices possibly differ between

SMEs and Chaebol. Whereas the latter try to prevent Yongo-based recruiting, smaller firms

seem to rely on pre-existing relationships. Decision-making is influenced in fields that are

concerned with deciding behavioural options in human interactions. For example, getting

access to the right decision-makers or even getting an appointment at all was cited as being

in many cases a matter of personal relationships. A concern raised in particular by foreign

firms is how to prevent information flows that spread via private networks. Regarding this,

firms perceive the implementation of formal confidentiality agreements insufficient due to

the strengths and influence of informal ties, an issue that may be considered of high

practical relevance as it directly influences a firm’s competitiveness. Moreover, informal

ties are perceived to be especially critical in sales, for example, during the pre-acquisition

and acquisition phase of new projects in business-to-business transactions. Pre-existing

ties or ties that can be activated easily are considered a ‘relational competitive advantage’

over competitors as through those ties initial contacts to potential customers can be easily

established, conflicts can be solved more easily and new business can be acquired or

existing business maintained.

In the framework of this study, these anecdotes are to be considered to be single-case

observations. As far as management practice in Korea is concerned they may serve as an

initial starting point for proceeding with more practically oriented empirical research into

Korean management practices.

Implications

Implications for theory: the interplay of formal and informal institutions

Analysing informal institutions in order to design formal institutions that suit the cultural

environment in which they are embedded is a research field of relevance for policy-makers

in public authorities and business alike. As a consequence, a profound understanding of

informal institutions is necessary to make formal institutions function effectively. So far

the interplay of both types of institutions is an underdeveloped research field (Helmke and

Levitsky 2004), but, nevertheless, in order to contribute to the further development of

theory in this area a profound understanding of the institutional environment of the country

concerned is indispensable. More precisely, the findings of this study contribute to

theoretical assumptions, firstly, on basic informal network characteristics, secondly, on a

culturally determined rationality in decision-making behaviour, and thirdly on the

development dynamics of ties.

Firstly, distinctive features of Korean informal relation-based networks can be

summarized as follows: regarding Yongo (basis: family, university/high school and

hometown), those relationships are – expect university affiliation – predetermined, i.e.

they are given by birth and are not based on voluntary participation. Measured by the time

invested to maintain these ties, emotional intensity and intimacy (Granovetter 1973) tie

strengths can be assumed to be strong. They last for a lifetime and members enjoy a high

grade of loyalty among each other. Moreover, Korean informal relation-based networks
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Table 6. Anecdotal evidence on the influence of Yongo in business.

No.
Critical
theme Representative quotations

I-P13 Recruiting ‘I was astonished how much attention my staff spends on a
candidates’ university affiliation in job applications. I, in
contrast, was always looking for the grades.’

I-D14 ‘Preventing Yongo-based recruiting practices depends
however on the firms recruiting policy and the influence of
the human resource management department. Bigger firms
usually try to avoid Yongo-based recruiting especially for
freshmen by blacken information about university
graduation and regional origin on the job application sheets.
As for hiring experienced manager I don’t know whether it
follows the same procedure.’

I-D17 Decision
making

‘One has to certainly distinguish between the large
companies and the smaller ones. The big ones do not place
so much value on interpersonal relationships in business
decisions as the small and medium sized enterprises do.
However, ultimately one must know the right persons in the
big companies, otherwise you just have very little chances to
get projects awarded. You will probably not even be invited
for a presentation. The business processes of the big firms
are quite fair overall. In the first place they decide on hard
facts such as company stability, competitive position, and
history and so on. Their intention is to make sure that they
are dealing with a stable company as a partner, while among
the smaller companies it is really mostly about relationships.
Here, things are important, such as “I know him from high
school” or “we visited the same university”. Those things
are a very important aspect.’

I-P13 Information
flow

‘I have the feeling that there is a high degree of information
exchange in business that draws on information received
from personal sources. I cannot see a clear differentiation
between the business and the private sphere. It is somehow
interconnected or more clearly expressed there is not really a
distinction in terms of information exchange.’

I-P21 ‘I haven’t seen in other Asian countries that high degree of
loyalty between people who graduated from the same
university. It lasts for a lifetime. By formal rules only, you
just cannot keep firm-related information secret.’

I-D14 Sales/project
acquisition

‘When it comes to project acquisitions in business I think
informal networks play an important role in getting a project
awarded or losing a project. Those networks are even more
important, I think decisive, for a firm when product features,
e.g. quality and price are equal among competitors. In that
case, the firm who is better connected gets the business.’

I-D15 ‘If preexisting ties exist between my colleagues and our
customer, it is very easy getting an appointment or getting
just attention from the customer.’

I-D17 ‘In the industry our firm is active in we mostly compete with
very small and mid-sized firms. In Seoul alone these amount
to over 3000. I often hear from our customers that they are
not interested in changing their service provider because the
relationship to incumbent providers is so strong. In that case
you cannot argue based on superior service quality, a higher
service portfolio or much lower prices.’

94 S. Horak



are multifaced and interrelated. Yongo-based networks are embedded in Inmaek networks,

as are Yonjul networks; both Yongo and Inmaek-based ties can develop towards Yonjul

(purpose-based ties).

Second, following Fukuyama’s (1995) assumptions regarding culturally dependent

rational behaviour, the existence and influence of Yongo, Yonjul and Inmaek are important

cultural-context factors that influence decision-making in Korea. Thus, future research

into individual and group decision-making behaviour needs to take its possible influence

upon behaviour into account.

Third, established theory proposes that through economic transition periods strong ties

become weaker the further a nation develops its economy, legal law and further formal

institutions (Peng and Zhou 2005). Korea can today be considered an industrialized country

having already left economic transition behind. However, informal relation-based networks

still exist and their influence remains strong (Yee 2000; Kim 2000, 2007, I-A2, I-P11).

Although industrialized, democratized and endowed with functioning formal institutions,

this investigation documents strong and widespread informal relation-based networks in

Korea.

In the future, the characteristics and influence of particular facets may alter or adjust.

Similarly, Yee (2000) assumes a weakening of Yongo ties but sees Yonjul ties

strengthening due to increased competition over resources in a market economy.3

However, those changes are not likely to be driven by increased economic development or

stable formal institutions, but rather by (a) societal adjustment processes and (b) an

increased level of Korean firms (foremost the Chaebol) going abroad and learning new

management techniques.

Future research should apply longitudinal analyses in order to investigate how

informal institutions alter and transform over time and eventually change tie strengths.

Implications for business and management practice

Detailed knowledge about the influence of informal relation-based networks in Korea has

important implications for the business operations of international firms in Korea. Yongo

is, for instance, vital for handling firm-external stakeholder relations, such as business-to-

government or business-to-business interactions. An implication of this paper is that a firm

whose representatives have a high level of Yongo endowment will be more successful in

dealing with public stakeholders and are more likely to settle inter-firm conflicts while

acting as a mediator between firms that are uncomfortable using, or not able to use, official

Table 6 – continued

No.
Critical
theme Representative quotations

I-P19 ‘Relations play a crucial role in Korea in business
development, definitely. This is especially important for the
initial contact. We often get in contact with customers
through some people of us who visited the same university.
That is very helpful. In Germany, you look more rationally
at the bigger picture of the company. This includes product
quality, financial stability and the like. This is of course not
unimportant in Korea, but the relationship between two
people is more important.’

Asia Pacific Business Review 95



communication channels through Yongo-based ties. Several conflicts and failures in

business cooperation have been reported between Korean and foreign firms (Park,

Vertinsky, and Lee 2012; Peng and Shenkar 2002; Nam 1995), but none of these studies

have analysed the reasons for failure by including in detail the role (or the absence) of

Yongo. Hence, a foreign firm should consider the profile of a management aspirant or

business mediator in terms of his Yongo endowment.

Management practice is influenced by Yongo. Among the major research subjects in

the field of IM about Korea that have not been analysed through the lens of Yongo are

international human resource management, and in particular expatriation. So far the bulk

of literature in this field has analysed the cultural adjustment problems of expatriates (Kim

and Slocum 2008; Lin, Chen, and Song 2012; Shin, Morgeson, and Campion 2006; Waxin

2004; Andreason 2003; Park, Hwang, and Harrison 1996). However, research into cross-

cultural management phenomena in Korea may be incomplete when the influence of

informal networks is not considered explicitly in the research design. This paper implies

that an expatriates’ ability to manage firm-external interactions in Korea is limited per se

due to the absence of informal network integration, i.e. Yongo relations. On the contrary,

internal processes of a firm, such as supervision, financial controlling and reporting to the

headquarters, may be better suited for a foreign manager’s mission in Korea. In other

words, a firm’s outward activities should be managed by Koreans who possess high-

quality Yongo ties, whereas the expatriate may instead be suitable for a firm’s inward-

oriented affairs. However, both managers should not act independently from each other.

Ideally, they form a management tandem and cooperate closely, so that each is able to

benefit from the other one’s experience. As a result, the expatriate may gain a better

understanding about local customs and culture; and the outward-oriented manager may

increase knowledge about the firm’s global processes and business policies.

Conclusion

This paper distinguished between Yongo, Yonjul and Inmaek networks in Korea. For the

formation of these networks, the three core elements hakyon (education-based ties),

hyulyon (family or blood ties) and jiyon (regional origin-based ties) play a major role and

provide the common ground especially in Yongo relations. These elements are irreversible

and (with the exception of education-based ties) given by birth. Yonjul ties, on the

contrary, are not necessarily built upon Yongo ties, but may be used to establish them.

Yonjul represent exclusive networks, based on high in-group trust, that are often used for

personal gain or benefits. They are a rather delicate network type, as indicated by the

clearly negative connotation of the word Yonjul itself. Furthermore, Inmaek describes

general social ties that are established over the course of a life. However, all three forms

may overlap, and thus may partly be regarded as interconnected. In order, for example, to

safeguard Yonjul ties, Yongo and Inmaek ties may serve to secure the former by exerting

peer pressure in order to avoid free-riding or betrayal.

Several research fields have so far failed to make Korean informal relation-based

networks a central research theme, although their influence in business and management is

obviously immense. Although Korea’s economic rise has been debated in the past in

connection to the supportive nature or hindering influence of Confucianism (Stiglitz 1996;

Lee, Roehl, and Choe 2000; Palais 2002), the contribution made to it by informal relation-

based networks has been widely disregarded. The rise in the governance mechanisms of

the Chaebol have often been attributed to familism (Fukuyama 1995) but have seldom

been analysed in relation to its inclusion within informal relation-based networks.
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Centring research in management around the theme of informal relation-based networks

may shed more light into managerial decision-making processes in Korea, as well as

advancing cross-cultural management knowledge. This different focus of analysis, i.e.

making informal relation-based networks the pivotal centre of explanation across several

disciplines, may result in the adoption of a so far unconsidered dimension in order to better

explain Korea’s and Korean firms’ remarkable economic success.
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Notes

1. Two major management journals published special issues on this subject: Management
International Review (edited by Holtbrügge, Narayanan, and Hui 2013, in press) and the
Management and Organization Review (edited by Leung et al. 2012).

2. Due to the interconnectedness between Yonjul, Yongo and Inmaek, the term Yongo itself tends to
have a bad connotation in Korea today. However, Yongo itself is predetermined (cause-based) and
has basically a neutral meaning. Being endowed with a large Yongo-based informal network is
equivalent to being highly endowed with social capital. Only its deliberate misuse, which would
be Yonjul (purpose-based), is clearly perceived as negative.

3. According to classic social science theory, kinship and pseudo-family ties are said to diminish in
line with increased democratization and economic development towards formal institutions and
more open networks (Durkheim 1933). Though scholars observe this development in the case of
China (Brennan and Wilson 2010; Guthrie 1998), the issue for Korea cannot be confirmed clearly
(Lee 2000; Yee 2000).
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Appendix A. Interview instrument

A.1 Defining informal relation-based networks in Korea.
A.1.1 Please describe the different types of informal relation-based networks in Korea.
A.1.2 What is the relational base of each type of network?
A.1.3 What are the distinctive features of Yongo, Yonjul and Inmaek ties?

B.1 Characterizing informal relation-based networks in Korea.
B.1.1 How accessible are these networks to outsiders?
B.1.2 How would you describe the level of trust, loyalty and reciprocity in each type of
network?
B.1.3 How large do you believe these networks are and how do members differ in terms of
demographics and professional profiles?
B.1.4 Are the informal networks losing or gaining strength over time?

102 S. Horak



Appendix B. Sources used for literature analysis.

Discipline No.
Author (year),
Journal/Book Research context Description of informal ties in Korea

1 Yoon and Hyun
(2010), Manage-
ment Decision

Determinants of
informal net-
work governance
in Korea and
China

‘( . . . ) the strength of Yonjul (a pejorative
term referring to strong ties, a more
neutral term is yonkyol) characterizes the
Korean society. Yonjul means particu-
laristic relations maintained by kinship,
school and regional ties and often it
works as a mechanism to transcend
institutionalized rules and formal pro-
cedures ( . . . ).’ p. 1218

2 Bstieler and
Hemmert
(2010), Asia
Pacific Journal
of Management

Are pre-existing
social ties
important in trust
formation in new
product alli-
ances?

‘As a consequence, kin and non-kin ties,
originating in alumni networks, regional
networks, or personal friendships are
widespread in Korea and are important
modes of social exchange for emotional
support, problem solving, and conflict
resolution. These networks of ties
(Inmaek) characterize Korean society
( . . . ), these affiliations imply certain
standards of behavior, whether deserved
or not.’ p. 301

3 Kim and Can-
nella (2008),
Journal of World
Business

The influence of
social capital of
managers for
promotion

‘Like the Chinese word guanxi, meaning
a social connection to authorities or
important institutional players, the Kor-
ean term Inmaek refers to the same type
of instrumental personal ties. The
strength of Inmaek (personal connec-
tions) is critically important in Korean
society. As the bon between people is
strengthened by close and personal
relationships, it can easily transcend
institutionalized rules and formal regu-
lations (Yee 2000). ( . . . ) little has been
written about the executives who run
Korean companies and how executive
promotion decisions in those companies
are made. Most Korean scholars would
agree that Inmaek based on Hyol-yon
(blood relation or family ties), Jie-yon
(regional ties), and Hak-yon (school ties)
play critical roles in Korean business.’
p. 86

4 Lee (2007),
[Book chapter]

The role of Kyo-
pos in overseas
operations of
Korea corpor-
ations

‘These three bonds (family, school, and
region) are called Yongo and feature high
trust ties among individuals. These ties
are usually predefined by birth and mean
a life-long lasting connection. It is
probably one of the most striking
characteristics of South Korean manage-
ment that persons belonging to these
networks are treated with preference.’
p. 322 (translated from German)
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Appendix B. – continued

Discipline No.
Author (year),
Journal/Book Research context Description of informal ties in Korea

Management 5 Oh, Chung and
Labianca (2004),
Academy of
Management
Journal

Social capital
and group effec-
tiveness

‘Our study also adds to the study of
groups and networks by focusing on a
previously underappreciated type of
social tie – the informal socializing tie
that crosses outside of the workplace into
a more informal realm. These ties are
particularly critical because the switch in
focus from the workplace to outside the
workplace invites a shift in the types of
resources that are transferred in the ties
toward greater comprehensiveness and
multiplexity.’ p. 869

6 Kim and Bae
(2004), [Book]

Employment
relations and
human resource
management in
Korea

‘Yongoism: Yongo refers to connection.
Yongo-based relations have pervaded
almost every aspect of Korean society.
Three Yongo’s different manifestations
are hyulyon (connection by blood),
hakyon (by education) and jiyon (by
geography). The existence or non-
existence of Yongo will result in different
outcomes in decision-making, attitude
and behaviour. Yongo has been applied
to such cases as a medical appointment in
a general hospital, promotion within a
company, recruitment, political cam-
paigning and elections and the selection
of partner for strategic alliances.’ p. 43

7 Chung, Lee,
Jung (1997),
[Book]

Business and
management in
Korea

‘Another traditional value in Korean
culture is the yon-go relation, meaning
‘relation-based behavior.’ This relation-
based behaviour is promoted to foster
trust and closeness to one’s immediate
family members and relatives and then to
people with common educational back-
grounds and regional origin (usually
birthplace). Having attended the same
school or having been born and raised in
the same region promotes a sense of
belongingness and trust. The yon-go
relationship is deeply rooted in Korean
culture and is pervasive in every aspect of
Koreans’ lives.’ p. 136

8 Chang and
Chang (1994),
[Book]

The Korean
management
system

‘FAR is the acronym for family, alumni,
and regionalism in South Korea. Family
denotes the family system and its relative
importance in the Korean society, alumni
signifies the attitude toward education in
general and the relative importance of
regional sectionalism in the society.
Exclusionism recognizes the extent of
rejection of strangers and outsiders in the
society who are Koreans as well and
foreigners and do not have any direct or
indirect relation with other Koreans.’
p. 52
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Appendix B. – continued

Discipline No.
Author (year),
Journal/Book Research context Description of informal ties in Korea

9 Milliman, Kim,
and Von Glinow
(1993), Human
Ressource Man-
agement Review

Korean organiz-
ational practices
and employee
attitudes in terms
of promotion

‘Face and collectivism form the cultural
context for why Korea is a society
composed of highly structured groups
based on kinship, geographic area, and
school. These social groups affect pro-
motion aspiration in several ways. ( . . . ) in
Korea close peer groups, associations, and
informal ties are formed based on age,
region, university, school class in the
university, and the timing of entry into
one’s organization.’ p. 304
‘Other bases of personal connections or
‘Inmaek’ in Korea include family, region,
and other important public and private
institutions in society. ( . . . ) Many of these
social factors are also important in Japan,
and to a lesser degree in the United States.’
p. 309

10 Yee and Chang
(2009), Develop-
ment and Society

Relational capi-
tal and social
cohesion

‘Koreans traditionally have developed
rich and diverse Yonjul, or pseudofami-
lial ties based on networks among
common kin, or persons from the same
regional or school background.’ p. 267

11 Kim and Kim
(2008), Korean
Journal of Soci-
ology

Yonjul ties of
Korean business
leaders

‘Three Yonjuls – regional, school and
kin ties – are the most salient networks.
( . . . ) Apparently personalistic ties have
continued to condition the Korean
economy despite the rapid advance of
industrialization and democratization.
( . . . ) particularistic ties have not
attenuated in modern Korea.’ p. 41

12 Park and Shin
(2005), Japanese
Journal of Pol-
itical Science

Formal and
informal group
membership in
Korea, Taiwan,
Japan

‘Although those organizations [alumni
circles] undoubtedly hold some charac-
teristics of voluntary and horizontal
associations, they run as highly exclusive
and homogeneous forms of social
organization. Therefore, their members
tend to develop identity-bonding soli-
darity only among themselves and to
distrust non-members in general. ( . . . )
Nearly half the Korean people refuse to
trust strangers in principle ( . . . ). Those
who trust others unconditionally, how-
ever, constitute a relatively small min-
ority of the Korean population.’

13 Manske and
Moon (2003),
AI and Society

Cultural influ-
ences on the
development of
standards for
electronic data
interchange

‘Family-centred collectivism is not
limited to blood relationships, it also
relates to the home town and its
surrounding area, to schools attended,
etc., as seen in ‘Yonjul’ – basic social
networks (...). These social networks
group Koreans. Such networks have an
informal but decisive influence on
bringing about lateral coordination across
organizations.’ p. 50
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Appendix B. – continued

Discipline No.
Author (year),
Journal/Book Research context Description of informal ties in Korea

Sociology 14 Cha (2000),
Social Compass

Civil religion
and informal
relational net-
works in Korea

‘Korean civil religion surfaced as a
dominating social force in the course of
industrialization. It places marked
emphasis on private human relationships
(Inmaek or Yonjul) rather than public
rules of society.’ p. 469
‘In other words, they sought to achieve
their goals via their Yonjul or human
relations network. But Korean leaders did
not display publicly their inner intentions,
because modern western social insti-
tutions and norms clearly existed in an
objective and official form. ( . . . ) Personal
relationships and Yonjul work powerfully
as substantial and actual principles of
organization in Korean political groups,
state and social organizations, business
enterprises, and various religious groups
including Christianity. Because this
consciousness of Yonjul is powerfully
supported by Korean civil religion, a
modern education will not weaken or
break it.’ p. 478

15 Lee (2000),
Korea Journal

Civil society and
Yonjul networks

‘Yonjul is built in most cases upon some
preexisting primary group as a base
(yon’go), so Yonjul is not distinguished
from ordinary networks in terms of
composition or form, but in terms of its
facilitative function of backdoor rent
seeking. Yonjul can be interpreted as a
mutual patron-client network with a
strong paternalistic tone. True, that every
form of network can have that character-
istic or function, since, as the term
‘relation capital’ implies, everyone is
involved in the business of network
mobilization for personal gain. But when
the mutual patron-client aspect possesses
an extreme degree of exclusiveness
among members, and that aspect alone,
above and beyond other possible charac-
teristics of a network, is (abnormally)
overgrown, then we have Yonjul, a
peculiar type of social network, coming
out of, but being distinguished from, other
social networks.’ p. 369

16 Yee (2000),
Korea Journal

Social networks
in Korea

‘Yongyol is a neutral word meaning the
open relations among objects or people
connected by universal rules. Yonjul, on
the other hand, means particularistic
relations maintained by kin, school, or
regional ties. The strength of Yonjul ties
characterizes Korean society. ( . . . ) But
the strong bond working within the
Yonjul tie tends to become a barrier to
those who do not share the link.’ p. 326
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Discipline No.
Author (year),
Journal/Book Research context Description of informal ties in Korea

17 Kim (2000),
Korea Journal

Social networks
and network
capitalism

‘Yonjul is a Korean word that is difficult
to translate because of its connotation.
Literally, it means connections or ties.
Its connotation, however, implies that
the connections mostly come from ties
based on region, school, and family
relationships. It is slightly different from
guanxi in that guanxi is more open to
various categories than Yonjul. Because
of the difficulty of translation, I use the
Korean term without a translation.’
p. 163

18 Lee and
Brinton (1996),
Sociology of
Education

The influence of
university pres-
tige and social
background in
labour market of
Korean gradu-
ates

‘In other words, besides the economic
advantages associated with higher edu-
cation, school background is a basis of
informal social groupings that serve as
an important source of social capital
among South Koreans. ( . . . ) alumni ties
and family ties are the most frequent
common denominators of personal net-
works. Other studies that have con-
sidered the managerial characteristics of
chaebol (large business groups) have
emphasized the importance of both
school ties and common regional origin
in the recruitment and promotion of
individuals to top managerial positions.’
p. 182

19 Shin and
Chin (1989),
Sociological
Forum

Social affinity of
top managers in
Korea

‘We found that about 21% of the total
numbers of executive positions in the
large corporations were occupied by
individuals who had some type of ‘family
tie’ with the owners of the corporations.
Also, there is a strong tendency of
corporation owners to employ the
executives of the same regional origin of
birth as their own, but the affinity based
on school ties was not as strong as that of
regional origin.’ p. 3

Public Adminis-
tration

20 Park (2004),
International
Review of Public
Administration

Familism and
interpersonal
trust among
Korea public
officials

‘Those dysfunctions are the result of
mutual familial obligations creating an
insider/outsider distinction. To make
matters worse, such phenomena are
more serious in government than other
organizations. They say that the reci-
procal networks mediated by blood
relations, school alumni, and hometown
have been internalized within the
Korean public bureaucracy. These net-
works, Yonjul have undermined merit-
based system leading to inefficiency,
inequity, and a lack of internal
democracy.’ p. 121
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Discipline No.
Author (year),
Journal/Book Research context Description of informal ties in Korea

History 21 Y.-S. Chang
(1991), Com-
parative Studies
in Society and
History

Moral and ethics
of Koreans

‘There is a widespread drive in Korean
cities to organize people on the basis of a
shared lineage, or having attended the
same school, come from the same town,
or fought in the same company during the
Korean War ( . . . ). In this utilitarian
context, an elaborate principle of
reciprocity develops within the personal
network. Any help rendered by one to
another is regarded as a personal favor, to
be appreciated and at some future time
reciprocated. Without the personal con-
nections that could facilitate one’s
affairs, one can also borrow them through
friends or acquaintances who have access
to such connections, as long as one can
pay for the borrowed favor.’ p. 117

Anthropology 22 Han (2000),
Korea Journal

Organizational
culture, social
trust and inter-
personal network

‘( . . . ) at the same time they detested the
older generation’s ‘duplicity,’ they
acutely felt the contradiction between the
‘rational,’ Western-style, formal rules on
the surface and the informal survival
rules heavily dependent on personal
networks (Yonjul), nepotism, and cor-
ruption.’ p. 353

Area studies 23 Kim (2007),
Journal of Con-
temporary Asia

Informal net-
works of Korean
elites

‘In particular, this analysis explores why
and how large companies have developed
their social ties with state officials and
politicians in order to pursue their own
interests, demonstrating marriage and
kinship networks, common regional and
educational backgrounds and other social
ties.’ p. 19
‘Although it is not easy to gather
information on the way in which informal
ties influence the policy making process,
there is no doubt that they strongly bind
together Korea’s elite groups. Thus, the
business community has vigorously
developed regional, school, and marriage,
and other personal ties with the govern-
ment and other elites.’ p. 30
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