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Purpose: This study investigates the influence of informal Korean social networks (Yongo) on 

sales activities in Korea, by focusing in particular on required vertical core competencies. 

 

Design/methodology/approach: We draw on expert interview data gathered in Korea in two 

waves (2009 and 2012). Whereas first-wave interviews served to identify the influence of Yongo 

on sales management in general, second-wave interviews data – gathered from a Korean auto 

maker, a Korean supplier, and an international supplier – served to derive vertical core 

competencies vital for sales executives in Korea. 

 

Findings: We find Yongo to be an indispensable aspect of relationship management in Korea. 

Further, we propose 10 vertical core competencies and skills sales managers in Korea need to 

possess, e.g., respecting strong hierarchical supplier–customer relations, the ability to engage in 

relational contracts, establish trustful relationships, and perform in a risk-taking manner in a 

dynamic environment. 

 

Originality/value: So far neither Yongo nor its impact on successful sales management in Korea 

has been analyzed. Hence, this research provides initial insights into the modes of action of 

Yongo in sales management, which is of particular importance for management consultants and 

international sales managers and executives. 
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Introduction 

The cultural aspects of informal relation-based networks in China (Guanxi) or Russia (Blat) 

relevant to international business activities have been studied from a theoretical perspective (e.g., 

Dunfee and Warren, 2001; Fan, 2002; Luo, 2008) and a managerial viewpoint (e.g., Duo, 2005; 

Luo, 2000; Wilson and Brennan, 2010). So far, only a few studies, if any at all, have focused on 

sales business and its influence on the pricing of products or services. This paper approaches this 

subject by placing South Korean (in the further Korean) informal networks, so-called Yongo 

networks, at the center of attention with the aim of generating insights for practitioners. Why 

Korea? Today, Korea is ranked fifteenth among the world’s strongest economies in terms of 

GDP (purchasing power parity; International Monetary Fund, 2012) and is a member of the 

OECD as well as the G20. Several Korean firms, such as Samsung, LG, and Hyundai, occupy a 

leading position in the global market. Their international success, attractive domestic market, and 

proximity to China have led to an increase in international assignments to Korea, recently 

making the country an emerging top destination for expatriates (Brookfield, 2012). Surprisingly, 

economic research about Korea is either scarce compared with research conducted about other 

East Asian economies (measured by the number of publications, see Table 1) or runs the risk of 

becoming outdated because of the rapid economic and societal changes that Korea has 

undertaken since the 1960s (Inglehart, 1997). 

 

--------------------------- 

Insert Table 1 Here 

--------------------------- 

 

This study investigates the influence of informal relation-based networks in Korea on 

sales activities, in particular on price management, by taking an international view on the 

subject. These informal ties, in Korean named Yongo, have the same positive effect as the well-

known Guanxi ties in China. They are distinctively Korean and important in sales activities and 

e-business (Lee et al., 2001), but have so far not been considered a structural organizational 

component of sales organizations of foreign firms in Korea. For international operations, 

multinational corporations (MNCs) often regard, for example, an international mindset and 
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openness to other cultures (horizontal core competencies) coupled with country-specific cross-

cultural knowledge acquired through training as sufficient for foreign sales managers to manage 

operations successfully in Korea. Moreover, MNCs conventionally carry over sales force 

positions and structures from their headquarters to the Korean environment. Given the different 

ethical systems, values, and behavioral norms between the West and Korea (Horak, 2016), 

MNCs run into the danger of ignoring important cultural features that have an impact on sales 

and profitability. This risk is particularly high in Korea as non-Korean managers are hardly able 

to establish Yongo ties as they are to a large extent predefined by birth. We are interested in how 

these informal networks affect sales activities and which second-best alternatives can be 

recommended to non-Korean managers to establish Yongo-equal ties. In order to explore this 

subject, we applied semi-structured interview techniques to sales managers, predominantly in the 

automotive industry, in two waves (2009 and 2012). We found significant evidence that Yongo 

matters in sales activities in Korea. Moreover, based on the outcome of the second series of 

interviews, we propose a set of Korea-specific core competencies and skills that are assumed to 

enable foreign managers to establish Yongo-equal relationships as a second-best solution. 

Our study has several implications that are valuable for practice. First, we recommend 

that foreign firms engaging in business in Korea center their sales activities on Yongo, i.e., sales 

managers who possess extensive Yongo networks need to lead the sales activities in order to 

benefit from an informational advantage, increase the project acquisitions, and maintain the sales 

prices. Second, as MNCs often staff sales functions in Korea with international managers, they 

should possess certain specific core competencies enabling them to establish Yongo-like 

relations. 

As the impact of informal networks on sales and price management in Korea has not been 

investigated academically so far, we recommend further studies exploring this subject. 

 

Theoretical framework and potential inconsistencies in the literature 

Scholars in the field of sociology and economics alike ascribe the influence of informal relational 

ties on the coordination of actions in business and society an important role (Granovetter, 1985). 

Actions carried out based on informal norms often result in formal rules being bypassed. They 

are efficient as they keep transaction costs low and prevent free-riding and opportunism (Nee, 
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1998). On the positive side, informally organized collective actions are regarded as beneficial to 

Gemeinschaft, for instance in a neighborhood (Lin, 1999), or for career progression and finding a 

job (Granovetter, 1973, 1995; de Graaf and Flap, 1988; Marsden and Gorman, 2001; 

Montgomery, 1991). At a micro-level, informal networks or informally organized groups of 

individuals consist of social ties between individuals, which Granovetter (1973) in his well-

known theory of “strengths of weak ties” classifies as either strong or weak. Moreover the 

cohesion of social ties is influenced by emotional involvement, the intimacy of ties, the extent of 

trust, reciprocity of actions, and the time spent to maintain these ties. Following Granovetter 

(1973), it is in particular the weak ties in contrast to the strong ties that are most beneficial to 

satisfying needs, e.g., finding a job, as their degree of network penetration is assumed to be the 

highest. Based on weak ties, information is transferred to very distant corners of an informal 

relational network. Strong ties, in contrast, are not assumed to carry information over long 

distances. Later, Coleman (1988) advanced social network theory by regarding weak ties as 

being able to bridge two (or more) disconnected social networks. Via an agent with the 

informational advantage and access to separated networks, a “structural hole” (Burt, 1995) can 

be filled, resulting in a freer flow of information. Hence, the agent and the network members 

benefits from a larger amount of available information. Burt (2000) recommends that firms 

establish a mixture of strong and weak ties and advises managers to focus on a rather diverse mix 

of network members. 

A weakness of the above-mentioned insights based on traditional social network theory is 

that social network theory has to a lesser extent taken distinctive cultural features into account. 

Especially since the economic rise of East Asian economies, more and more scholars have 

expressed interest in understanding the institutional environment better and have pointed out the 

importance of contextualization in research conducted on East Asia (Adler et al., 1986; Dowling 

and Donnelly, 2013). In order to further develop traditional social network theories, current 

research critically asks whether structural holes can be bridged in rather particular societies 

where a strong distinction between insider–outsider groups exists (Horak, 2014a; Lee, 2000; 

Yee, 2000a, 2000b; Yi and Ellis, 2000). Moreover, social network (as well as social capital) 

theory implies that in principle everybody is able to establish social ties and networks – but what 

if ties are preset and given by birth? We argue in the course of this paper that the latter is to a 
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large extent the case for Yongo networks in Korea. As for the bridging of structural holes, we 

assume this principle is highly limited in Korea, as Yongo networks usually do not overlap. They 

tend to be separated from each other. Scholars even argue that they are partly in competition with 

or are hostile to each other (Horak, 2014a; Lee, 2000; Lew, 2013; Yee, 2000a, 2000b). Lastly, 

scholars assume that instead of “the strength of weak ties,” as proposed by Granovetter (1973), 

“the strengths of strong ties” better reflects the reality in Korea, as individuals ask for and 

receive help and support primarily through kin-based ties (Horak, 2014a,b; Lee, 2000; Lew, 

2013; Yee, 2000a, 2000b). 

From a theoretical point of view, this research attempts to deliver initial implications in a 

business-relevant context in order to shed more light into the characteristics and nature of 

informal social networks in Korea, thus clarifying inconsistencies of current social network 

theory. 

 

Informal networks and their implications 

While sales management and performance improvement, as components of the function of 

marketing, are themselves a rather under-researched academic field (Avlonitis and 

Panagopoulos, 2010), the influence of informal networks on improving sales performance and 

profitability has rarely been researched in an Asian context. Informal networks are generally 

regarded as important and beneficial for a firm (Cross et al., 2002; Vanhonacker, 2004). 

However, the meaning content of conventional Western research on informal networks differs 

from what is understood about the term in East Asia. In a nutshell, as underlined by Luo and 

Chen (1996), informal networks in the West often relate to either corporate relationships or 

firms’ internal and external communication channels, conventionally used to share and create 

knowledge. In contrast, for example, informal Chinese Guanxi networks relate to primarily 

personal, not corporate, ties that involve social exchanges within a Guanxi network in which 

reciprocity and obligation are important behavioral ideals. Guanxi, widely defined, refers to a 

concept embedded in an environment of rather weak formal institutions in the context of strong 

informal social ties (Li, 2007b). Generally, Guanxi is strongly informal and refers to an 

emotional relationship between objects, forces, and people, or a friendship between people with 

the intention of long-term mutual support and cooperation maintained through the continued 
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exchange of favors (for more comprehensive definitions, see, e.g., Fan, 2002; Li, 2007a, 2007b; 

Luo, 2000; Yang, 1994). Contrary to research in this field on Korean informal networks, which 

remains an unknown field as yet, the debates have so far focused solely on Chinese Guanxi 

networks. As for the latter, most research finds evidence that firms with extensive Guanxi 

networks in China perform better in the market and are more profitable than firms that have less 

pronounced Guanxi networks (Luo and Chen, 1996). For instance, Wan and Ng (2013) study the 

significance of Guanxi for relationship marketing (RM) in China. Guanxi and RM in a 

conventional Western sense differ. From a Western point of view, RM is an approach to 

facilitating relationships between groups and organizations, i.e., between a firm and its 

stakeholders. RM aims to attract, maintain, and enhance customer relationships (Berry, 1983), 

through commitment and trust (Morgan and Hunt, 1994). This means RM is considered a 

management technique, whereas Guanxi, on the contrary, is a societal phenomenon in China that 

favors particularistic informal bonds (for further definitions, see Li, 2007a, 2007b). Wan and Ng 

(2013) investigated how Guanxi contributes to better performance of the RM function using the 

example of the Chinese banking industry. As a result, among others, when strong Guanxi ties are 

used as an RM tool they can positively influence business performance (in terms of profitability). 

This is in line with other research results (i.e., Davies et al., 1995; Lovett et al., 1999; Millington 

et al., 2005; Yang, 1994, 2002). However, relying on Guanxi alone and neglecting other factors 

of competitiveness, such as a diversified product portfolio, quality, and competitive pricing, will 

not lead to superior performance (Braendle et al., 2005; Li and Atuahene-Gima, 2001; Zhang 

and Zhang, 2006). On the more negative side, too many “overly close” relationships can cause 

harm. If a firm is too involved in too many relationships to the extent that only a few other 

relationships exist outside this network, firms become vulnerable to having less access to new 

information. Firms need to pay attention to not becoming overly occupied with close-existing 

ties (Uzzi, 1997). In a similar fashion, Chan (2009) revealed in an ethnographical research 

framework the paradox of strong ties, which lead to economic benefits as long as they are not 

made public. As a result, midrange or weak ties are instead assumed to be the most effective in 

the long run. In addition, scholars distinguish between good and bad Guanxi, where the latter 

involves corruption and bribery, which certainly does not add to the ethical conduct of a business 

(e.g., Dunfee and Warren, 2001; Luo, 2008). Nevertheless, Guanxi can become a decisive key 
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factor in the success of firms that are competitive already, but does not put firms in a superior 

competitive position if pronounced Guanxi ties exist alone. 

Whereas research indicates that informal relations in the West, as well as in the case of 

Chinese Guanxi, can in principal be established by any two parties (Gonzalez et al., 2014a, 

2014b), establishing Korean Yongo networks is nearly impossible for non-Koreans. Below, we 

clarify what Yongo relationships are and explore the alternatives available to non-Koreans, such 

as foreign sales executives, for establishing similar influential informal networks beneficial to 

sales activities. 

 

Informal relation-based networks in Korea  

Defining Yongo 

Korean culture, similarly to the Chinese culture, is heavily influenced by Confucianism. The 

importance of hierarchies in Korea is strongly pronounced. Moreover, and yet quite unknown in 

Western countries, there is a deep commitment to informal ties that are embedded in Confucian 

culture. While focusing on Yongo, we follow the classification of informal networks in Korea 

proposed by Horak (2014), who distinguishes Yongo (연고), Yonjul (연줄), and Inmaek (인맥) 

networks. Whereas Inmaek can be simply translated into “network,” i.e., social relationships that 

one establishes during the walk of life, Yongo is based on specific ties. The “yon” stands for “tie” 

and the “go” signifies that the “yon” exists for a reason, which is the common background 

among the relevant actors. The shared background can be: (a) the same regional origin (in 

Korean: Jiyon [지연]), (b) graduation from the same high school or university (in Korean: 

Hakyon [학연]), and/or (c) family or blood ties (in Korean: Hyulyon [혈연]). Relationships 

formed on the basis of at least one of these are known as Yongo-based relations (Horak, 2014a,b; 

Lew, 2013; Lew et al., 2011). Yongo is immutable once one of these ties is ascribed to someone, 

which takes place at birth. Hence, Yongo is predefined and irreversible, with the exception of 

high school- or university-based ties. All three ties represent bonds that last for life. Yongo is 

therefore cause-based. Having Yongo doesn’t imply any purpose or intention among people who 

share Yongo. According to Chang and Chang (1994), trust is a central point of the characteristic 

of relationships in South Korea. The highest levels of trust are ascribed only to those 

relationships that are, again, based on a shared regional origin or former education institution or 
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family members and relatives. Even if no direct family ties exist, seniority-oriented family ideals 

in a Confucian sense prevail in Yongo ties, i.e., younger people behave loyally toward older 

people and older people take care of younger people with benevolence. 

In comparison to Yongo, Yonjul includes the “jul”, which means in English string or rope. 

It presupposes an intention or certain objective. Hence, Yonjul is by nature purpose-based. In 

Korean the word has a rather negative connotation. It is usually connected with actions that are 

aimed at personal gain based on unfair competition or the circumventing of formal rules and 

procedures. Yonjul is usually mentioned in connection with corruption, bribery, and actions at the 

edge of legality or clearly illegal actions (Kim, 2000). 

It is important to stress the interrelatedness of Inmaek, Yongo, and Yonjul. While Yongo 

is, again, immutable and irreversible, Inmaek and Yonjul can be developed. Yongo, as well as 

Inmaek, can serve to develop Yonjul if actors attempt to engage in dubious actions (Horak, 

2016).  

By referring predominantly to Guanxi, scholars have been recently speculating whether 

informal social networks may persist or decline in the future. It is proposed that the more a 

country advances economically (i.e. people acquire wealth and goods are available in excess) 

and the more formal institutions stabilize (i.e. reliable courts and enforceable legislation), the less 

people feel the need to rely on informal relationships (cf. Horak and Klein, 2015). Today Korea 

is an advanced industrialized country, an established democracy and possesses stable formal 

institutions. Not only that informal networks, i.e. Yongo, did not disappear (Horak, 2014a,b; 

Kim, 2000; J. Lee, 2000; Lew, 2013; Yee, 2000a,b), scholars argue that it may have intensified 

as the personal cost of a free market economy increases individual competition for jobs and 

careers. Yongo is said to provide a reliable base for actors to be ahead of the competition in the 

society. Whereas the existence of Yongo seem to confirm that it is a cultural phenomenon that 

doesn’t seem to disappear fast (Horak and Klein, 2015), further empirical research is needed in 

order to validate this assumption.   
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Yongo versus Guanxi – Similarities and differences 

How can the two emic East Asian concepts, Yongo and Guanxi, be distinguished? Based on the 

relevant literature, we see several remarkable differences, but also similarities (Table 2, cf. 

Horak and Taube, ). 

First of all, both are networks related to societal principles upon which social 

relationships are established. Conventional categories that distinguish between individual- and 

group-based societies do not precisely capture the notion of Guanxi. The proposal Liang (1949) 

puts forward is more suitable, as it describes China as a relation-based society (Farh et al., 1997). 

According to Huang, Guanxi is “the building blocks of Chinese society” (Huang, 2008: 469). In 

a similar fashion, Yongo characterizes Korean society. Due to Yongo, Kim (2000) describes 

Korea as a “network society.” Guanxi and Yongo can be described as large, society-spanning 

networks. In contrast to Yongo, Guanxi networks consist of diverse members with all kinds of 

backgrounds. Yongo is created on the premise of the same origin, family, or university (or high 

school) background. Hence, following Park and Shin (2005), Yongo ties are highly homogenous. 

In terms of bridging structural holes, bridging within a network and between separate 

networks can be distinguished. Interaction within a network is described in the literature in a 

similar way for Guanxi and Yongo networks. Reciprocal exchange serves to establish trust, 

which leads to network cohesion. Emotional attachment exists, giving the atmosphere of the 

exchange a friendship- or (pseudo-)family-like nature (e.g., Li, 2007a, 2007b). Commitment to 

personal relationships is deep. Structural holes within a network can easily be bridged through a 

known agent who possesses access to so-far-unknown actors. In the case of Guanxi, it appears to 

be less important which camp a (new) member belongs to as long as a connection is beneficial. 

Guanxi networks are rather open (Luo and Yeh, 2012) and, in principle, accessible. Though ties 

may have a social basis, they are “dynamic and certain social bases can be transferred” (Luo, 

2000: 7). Strangers and foreigners are said to be in principle able to establish Guanxi. On the 

contrary, Yongo networks are rather closed and exclusive. Membership is predefined by home 

town, family, and (former) university/high school affiliation. The only more-or-less freely 

choosable option in order to gain membership is based on university/high school selection. For 

instance, by definition (see above), someone from home town A cannot have Jiyon-based Yongo 

with someone from hometown B. Access and membership to a respective network cannot be 
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granted if background homogeneity doesn’t exist. Rather it is the case that different Yongo 

networks compete with or are hostile toward each other (Horak, 2014a; Lee, 2000; Lew, 2013; 

Yee, 2000a, 2000b). According to Kim (2000), within Yongo circles we observe “flexibility, 

tolerance, mutual understanding as well as trust. Outside the boundary, on the contrary, people 

are treated as “non-persons” and there can be discrimination and even hostility” (Kim, 2000: 

179). Hence, bridging structural holes between network A and B is undesirable and goes against 

the informal institutional Yongo-logic in Korea. 

Though education-based ties, the only Yongo-factor that is not preset, can be chosen, it is 

doubtful that many foreigners (in this context, international managers/expatriates) exist who 

received high school or university education in Korea, and who thus would be able to draw at 

least on education-based Yongo. Moreover, whereas (former) educational ties may enable initial 

access to Yongo networks, they need to be maintained, which requires a deep understanding of 

Korean values, ethics, and norms of behavior in a Confucian context. As this all is likely difficult 

to accomplish for a typical expatriate, we assume that acquiring Yongo, including the 

competence to maintain it, is nearly impossible for foreigners.[1] 

 

--------------------------- 

Insert Table 2 Here 

--------------------------- 

 

Research method and data collection 

Since our ultimate research goal is to shed some light on the characteristics and nature of 

informal social networks in Korea and their implications for sales activities in Korea, we 

interviewed Korean managers in order to understand their point of view about the importance of 

Yongo network ties in sales management. To get an idea of the difficulties a non-Korean 

company conducting sales activities in Korea might have, we interviewed upper-level managers 

from German companies in different industries in our first wave of interviews. In the second 

wave of interviews, we focused on the automotive industry. We have chosen the automotive 

industry for several reasons. First, getting access to interview partners greatly benefitted from the 

extensive working experience in the Korean automotive industry of one of the authors, implying 
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an understanding of the industry as well as existing contacts. Second, due to its’ size and 

economic impact, it plays an important role in the Korean economy. Third, and most important, 

it represents a modern manufacturing industry characterized by close cooperation and 

collaboration between several interconnected units of a global supply chain. People are urged 

working together. Hence it is a suitable case to study social relationships.    

 The first wave had the purpose of gaining a better understanding of how Yongo networks 

exert influence on sales, especially during the acquisition process of new businesses or projects. 

The second wave of interviews aimed to derive alternative competencies and skills that non-

Korean managers need to initially establish when it is not possible to develop Yongo ties. 

Two potential limitations of the selection of our interview partners could be that (1) we 

only interviewed upper-level managers and (2) that we used Germany as a reference country and 

therefore German managers as interview partners. However, firstly it can be assumed that the 

importance of Yongo ties is more salient to upper-level managers than it is to lower-level 

managers. This is because lower-level managers mostly focus on day-to-day activities instead of 

being engaged in final decision-making processes, which can be influenced by Yongo 

relationships. Since we are interested in finding out which competencies are necessary for a non-

Korean manager to fit into the unique Korean business environment in order to be successful 

with sales activities, it is of utmost importance to focus on the management level that is involved 

in such activities when looking at the interview partners. Conducting interviews with managers 

who are not involved with these decisions would not lead to a valid conclusion. Secondly, 

Germany is the biggest European trading partner for Korea in regards to imports and exports 

(OECD, 2014). In addition, it ranked fifth worldwide in 2014 in terms of import volume. 

Furthermore, it is worth mentioning that Germany did not only become the biggest importer 

recently, but that it has held this position for many years (OECD, 2012). These numbers clearly 

show that Germany has and maintains a strong business relationship with Korea. Because of the 

strong interconnection between these two countries, upper-level managers from German 

companies have been chosen as interview partners. 

All the interviews took place in Seoul during 2009 and 2012. We selected the interview 

partners based on a judgment sampling strategy (Marshall, 1996; Miles and Huberman, 1994). 

For the interviews we used the semi-structured interview technique (Bernard, 2006; Cohen and 
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Crabtree, 2006; Stuckey, 2013), which is characterized by the fact that the interviewer is 

conducting a formal interview with the interviewee for which the interviewer has developed and 

is using a list of questions and topics that have to be covered during the conversation (interview 

guide). However, even though the interviewer is following a general script, he or she is able to 

depart from the guidelines when he or she feels this is appropriate. In addition, the interview is 

open-ended. Using the interview guide keeps the interviewer in control, but leaves enough 

freedom to follow new leads. The interview guide shows the interviewee the competence of the 

interviewer on the one hand, but on the other hand the semi-structured technique supports the 

perception that the interviewer is not trying to excessively control the situation. Generally, semi-

structured interviews can provide reliable, comparable qualitative data (Cohen and Crabtree, 

2006). According to Bernard (2006), this technique is best used when the interviewer does not 

have more than one opportunity to interview the person and if the interviewee belongs to the elite 

members of a community and is used to the efficient use of their time. Since we interviewed 

upper-level managers and we only had one chance to meet with them, this interview technique 

was the best choice.  

The questions for the interview guide have been developed by us, since we felt that our 

very specific goals – of firstly better understanding how Yongo networks exert influence on sales 

activities and secondly to derive alternative competencies and skills that non-Korean managers 

need to initially establish when it is not possible to develop Yongo ties – needed specific 

questions, which could not be found in the extant literature. Therefore, we developed a unique 

interview guide. Before conducting the interviews we conducted a pretest in order to identify any 

problems with the interview guide. 

The interviews were tape-recorded so that the interviewer could focus on conducting the 

interview and did not have to focus on writing notes (Cohen and Crabtree, 2006). The recorded 

interviews were transcribed and a content analytical evaluation was conducted (Mayring, 2008; 

Miles and Huberman, 1994). Descriptive rather than abstract codes were used, which were 

refined, added, or even deleted if considered redundant. The interview partners occupied director 

and executive positions and had three to twenty years of experience with Korean business 

partners. The majority of them occupied sales functions and others sales-related functions, such 

as quality and project management in a business-to-business setting. 
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First-wave interviews and implications 

We interviewed five sales directors in different industries (three German and two Korean, for 

approximately 60 min. each; compare Table 3 column b) on the influence of Yongo relationships 

on Korean sales management. Table 3 provides the job position of each interview partner 

(column a) as well as the industry (column c) he is working in. In addition, anecdotal evidence of 

representative answers is provided in column e. The topic area of the anecdotal evidence is 

filtered in column d. As can be seen in Table 3, two statements (the statements in rows 1 and 5) 

deal with, respectively, the topic of acquiring customers and the decision-making process in 

Korea. The statements in rows 2 and 3 deal with the topic of information gathering and pricing 

decisions in Korea. The topics of transferring information and informal networks are addressed 

in the statement in row 4. The expert interviews revealed that deep business and private 

relationships as well as trust-building are particularly important for business success in Korea 

(compare statements in row 2 and 3). The relationship as a “soft” factor is given high priority and 

might under certain circumstances be of greater importance than “hard” facts, for instance the 

technical components of quotations and offerings (compare statements in rows 1 and 5). 

According to individual statements, decisions regarding sourcing might even be made in 

favor of suppliers with better relationship networks rather than competitors with comparatively 

more attractive offerings (compare statement in row 1). So even uncompetitive pricing seems not 

to weaken the strengths of Yongo relationships. Moreover, in Yongo networks, information, 

confidential or not, e.g., about competitor pricing and offer conditions, seems to flow freely 

(compare statements in rows 2, 3, and 4). Sales teams that possess strong Yongo networks are in 

a better position, as they are able to modify their offers based on information derived through 

their Yongo networks. 

--------------------------- 

Insert Table 3 Here 

--------------------------- 

 

As mentioned above, the first wave of interviews served as a platform for the second 

wave of interviews. As a result of the first-wave interviews, the German interview partners 
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confirmed our assumption that it is impossible for foreign managers to establish extensive Yongo 

networks, especially when they are in Korea on a limited assignment of three to five years. The 

existence and influence of Yongo represent a barrier to foreign managers’ success in leading 

sales activities. However, after a phase of familiarization with the way in which business is 

conducted in Korea, the German interview partners stated that they have learned to cope with the 

Korean corporate culture and informal networks. All interview partners confirmed that even 

though establishing Yongo networks remains nearly impossible, the establishment of trustful 

relationships is still possible with the right mindset and personality. 

 

Second-wave interviews and implications 

In the second wave of interviews, we were interested in better understanding the process of 

establishing trustful relationships by investigating the competencies a foreign sales manager 

needs to have that represent the best alternative to Yongo. 

We conducted a total of eleven interviews with sales managers, purchasers, and engineers from 

three different groups of companies in the automotive sector: 

1) one international automotive supplier (IOES), originally from Germany, 

2) one major Korean auto maker (KOEM), and 

3) two Korean tier-1 suppliers (KOES). 

At the IOES, seven employees from the sales organization were questioned, who were either 

based in Europe or Korea. All respondents at the IOES can be considered as executives and had 

three to twenty years of experience with Korean clients. At the KOEM, two employees who were 

working in Korea and Germany were interviewed. One of them belonged to the engineering 

department and the other one to the global purchasing department. At each of the KOESs we 

interviewed two sales managers. The results of the interviews are reported in the following. 

 

Vertical core competencies for sales managers in Korea 

The international management literature conventionally puts forward general key skills for 

mastering international assignments abroad successfully, such as openness toward foreign 

cultures, cultural adaption capabilities, good physical condition, and family flexibility (Dülfer 

and Jöstingmeier, 2008: 521ff). Whereas these skills are horizontal in scope, i.e., these can be 
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understood as general skills for mastering assignments in foreign countries, we argue that in the 

case of Korea, in addition to these horizontal competencies specific or vertical competencies are 

necessary which correspond to the unique Korean environment. 

As a result of the content analysis which we applied to the interview transcripts, we 

identified seven dimensions with which the business environment in a Korean automotive 

company can be further described (compare Table 4). As can be seen in Table 4, the topic of the 

corporate culture of Korean businesses came up with interview partners from all three groups of 

companies (row 1, column b). The interview partners are of the opinion that the corporate culture 

in Korea is best characterized as being patriarchal, hierarchical, with a superior–inferior mindset 

and a top-down decision-making process (row 1, column c). With this in mind, we assume that in 

order to ensure successful sales transactions with Korean partners a foreign manager needs to 

have certain character traits. In this special case we argue that a manager needs to have 

intermediation abilities (row 1, column d). 

Row 2 of Table 4 deals with the dimension of non-technical challenges in cooperation 

with Korean business partners. This topic was addressed in the interviews conducted with the 

employees of the IOES. They perceive that Korean business partners are emotional and that they 

follow relation-oriented behavior. In addition, they react quickly and sometimes uncooperatively. 

This leads us to the conclusion that a foreign manager needs to be resistant to psychological 

stress as well as reliable and helpful in order to successfully deal with such non-technical 

challenges. 

The next dimension (row 3 of Table 4) is dealing with the dynamics in the Korean 

business environment. This topic was addressed with the interview partners of the KOES. They 

view the Korean partners as being quick and flexible in their responses and as having high 

private as well as professional commitment. However, they only have limited willingness to 

discuss or negotiate business aspects. The corresponding necessary character traits for a potential 

executive in Korea are not to be hesitant but instead flexible and risk-sensitive. Additionally, it 

would be good to already have some experience in the country in order to have a higher private 

involvement. 

Generally, all interview partners think that the ability to communicate in Korean is 

valued, but not considered to be a must-have skill (row 4 of Table 4). This means that an 
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expatriate does not necessarily need to have extensive knowledge of the Korean language. A 

general interest in languages is sufficient. 

Regarding successful relationship management in Korea (row 5 of Table 4), the interview 

partners of the KOES and IOES are of the opinion that the inclusion of the customer in one’s 

private life is critical for business success. This means that a foreign manager (and his/her 

family) needs to have the willingness to integrate their professional and private life. 

Our interview partners from the KOEM perceive the willingness to cooperate with 

foreign suppliers (row 6 of Table 4) as being low. This becomes evident, for example, in the 

inflexible and static behavior of Korean business partners. Being successful as a foreign 

manager, one has to deal with such behavior, which in this case means that an expatriate needs to 

have a high level of social and communication skills as well as intercultural empathy. 

Furthermore, he/she needs to have the ability to enter relational contracts and persuasive power 

within one’s organization. 

The last dimension (row 7 of Table 4) is dealing with the key factors for success with 

Korean business partners. The interviewees of the KOES and IOES think that relationships, trust, 

and honesty as well as a high commitment to the customer play a critical role. In addition, being 

flexible and communicative is critical. This implies that special character traits for potential 

executives in Korea are needed. In our opinion, it is critical that a foreign manager is 

relationship-oriented, which implies being available 24/7 for the customer. Furthermore, he/she 

should be empathic, calm, and effective despite ever-changing conditions. 

 

--------------------------- 

Insert Table 4 Here 

--------------------------- 

 

We propose the discussed character traits (column d in Table 4) as a basic set of skills 

upon which to establish trustful relationships as the second-best alternative to Yongo. From the 

perceptions of the cooperation with Korean business partners (Lamnek, 2005; Strauss, 1998) 

pictured in Table 3 and the necessary character traits deduced in Table 4, we can draw 

conclusions concerning the necessary vertical competencies of potential successful executives in 
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South Korea. In comparison with horizontal key skills, which are usually required from all 

internationally working employees, the vertical key skills described herein are much more 

detailed. Thus, they are better suited to generating a competence profile for sales managers in 

South Korea. Such a competency profile is displayed in Table 5. 

 

--------------------------- 

Insert Table 5 Here 

--------------------------- 

 

Since the depicted vertical competencies are all critical to the success of an expatriate, we 

name them “core” competencies. Without one of these competencies we think an expatriate 

would hardly be able to engage successfully in sales activities Korea. 

 

Managerial implications 

The results of the examination can be applied in many areas of the company, for example as test 

parameters in intercultural assessment centers, as support for the evaluation of potential 

candidates, or for the revision of employees’ skills. In the case that there are deficits with regard 

to vertical intercultural skills, special training arrangements could be made. 

Our research clearly confirmed that Yongo affects sales management, including price 

setting through an informational advantage, i.e., products and services are prevented from being 

wrongly priced. Moreover, high Yongo trust ensures loyalty between business partners, although 

the prices may be uncompetitive. Whereas Yongo appears to be as essential in business in Korea 

as Guanxi is in the case of China, Yongo is impossible to establish for non-Korean sales 

managers. However, we assume that non-Korean sales managers are able to establish Yongo-

equal ties given a long-term stay in Korea exceeding the usual three- to five-year expatriate 

assignments and certain personality traits (compare Tables 4 and 5). We further propose that the 

conventional horizontal skills required for successful expatriate missions abroad are not 

sufficient for Korea. Country-specific circumstances, i.e., Yongo informal networks and their 

unique Korean corporate culture, need to be considered. Firms are advised to staff key positions 

with managers who possess extensive Yongo networks and reorganize sales departments and 
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acquisition teams so that the potential of Yongo can be fully exploited. If foreign sales managers 

are selected to perform sales functions, as is often the case in Korea today, we recommend not 

only testing horizontal skills, but also considering vertical core competencies, as they ensure a 

sound basis for a second-best alternative if no Yongo relations exist, which is very likely to be 

the case with all foreign managers in Korea. 

 

Conclusion 

Compared with Chinese Guanxi, Yongo, a network of informal relations based on family, the 

same regional origin, and/or school/university alumni ties, is an under-researched theme in the 

international business and management literature. In this paper we have explored its significance 

for the sales function of a firm, an approach that no other authors have taken so far to the best of 

our knowledge. Yongo strongly benefits sales management, project acquisition, and price 

management. For one, this benefit occurs through the transfer of internal company information 

through Yongo channels so that bidders can adjust offerings and make them more competitive. In 

addition, Yongo ties are high-trust ties which are so influential that, for example, business 

partners who share Yongo often prefer to stay together than to change a supplier even if business 

terms may lead to an advantage. As Yongo is largely predefined, i.e., given by birth, foreign sales 

managers are per se unable to establish Yongo ties. We have proposed in this paper a second-best 

solution in the form of vertical core competencies that foreign sales managers should possess as 

the basis on which to establish trustful relationships. More research is necessary, analogous to 

the knowledge about Guanxi in business today, to gain a better understanding of Yongo and its 

impact on sales management. 
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Endnotes 

 

[1] However, based on the classification and definition we used above, we assume that 

establishing Inmaek would likely work well for foreigners, though Inmaek relations are of 

a different nature and presumably not as influential as Yongo. 
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Tables 

 

Table 1: Keyword search in management, business, and economics journals (1999–2011) 

 AOM 

Journalsa 

AEA 

Journalsb 

JIBSc ABMd OSe ASQf JOMg 

 Number of publications 

China 56 49 38 42 8 4 6 

Japan 13 30 9 37 2 4 1 

Korea 11 3 3 3 2 2 0 
Note: Search in article titles and abstracts according to the keywords China, Japan, and Korea; time frame: 1999–

2011. 
a Journals of the Academy of Management (AOM), including: Academy of Management Journal, Academy of 

Management Learning and Education, Academy of Management Perspectives, Academy of Management 

Proceedings, Academy of Management Review, Academy of Management Discoveries; 
b Journals of the American Economic Association (AEA), including: American Economic Review, Journal of 

Economic Literature, Journal of Economic Perspectives, American Economic Journal: Applied Economics, 

American Economic Journal: Economic Policy, American Economic Journal: Macroeconomics, American 

Economic Journal: Microeconomics; 
c Journal of International Business Studies; 
d Asian Business and Management; 
e Organization Studies; 
f Administrative Science Quarterly; 
g Journal of Management. 

 

 

 

Table 2: Characteristics of Yongo versus Guanxi in comparison 

 Yongo Guanxi 

1. Size large large 

2. Diversity homogeneous heterogeneous 

3. Bridging between 

networks 
no yes 

4. Bridging within 

networks 
yes yes 

5. Openness closed/ exclusive accessible 

6. Tie-basis partly predefined*  diverse 

7. Tie nature particularistic universalistic 

8. Tie-based relation to 

outsiders 

egalitarian to competitive, 

partly hostile 
egalitarian 

Note: 
* Based on: (1) family or blood ties (predefined), (2) regional origin-based ties (predefined), (3) education-based 

ties, i.e., former high-school or university attendance (not predefined). 
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Table 3: Anecdotal evidence on Yongo in sales management 

 Job 

Position 

(a) 

Nationality 

(b) 

Industry 

(c) 

Topic Area 

(d) 

Statement/Anecdotal Evidence 

(e) 

1 Director of 

Sales 

German Logistics Customer 

acquisition: 

decision-

making in 

Korea 

Although we are more competitive compared 

with smaller domestic providers, we often 

hear that customers prefer not to change and 

stick to their smaller provider for reasons that 

have simply nothing to do with the quality of 

service, prices, or service portfolio. 

2 Executive 

Director of 

Sales 

Korean Chemicals Information 

gathering and 

pricing 

decisions in 

Korea 

Certainly, the offer must be competitive. But 

through personal things it’s easier to get 

access to the customer, which makes it easier 

to establish a personal relationship. This is the 

most important in Korean sales business. 

[Side question: Do you have a better 

negotiating position through personal 

relationships?] Yes, definitely. For example, I 

can very easily get information about other 

competitors, which can be helpful in adjusting 

my offer. Competitors with no personal 

connections just have difficulties in 

establishing trust. This is much more 

important in Korea than differences in product 

and service pricing. 

3 Executive 

Director of 

Sales 

Korean Automotive 

supplier 

Information 

gathering and 

pricing 

decisions in 

Korea 

In Korea, Yongo relationships are essential for 

business. One of our customers, for example, 

never informs us of a target price for products 

we are required to meet. Through Yongo 

relations it is no problem to get information 

on desired prices as well as on prices that 

competitors have quoted. That helps a lot to 

come up with a competitive offer. 

4 Vice 

President 

German Automotive 

supplier 

Information 

transfer and 

informal 

networks 

Here is an example: the Chairman of a Korean 

company wanted to know from us what prices 

European competitors quote. That is in a 

Korean context a very normal request. 

However, in Germany there are certain ethical 

norms of safeguarding spheres of interest and 

this includes the protection of specific 

information about competition. There are also 

patent concerns. If we had revealed this 

information it would easily spread across the 

industry in Korea. I have seen that! In Korea 

very specific relationships work in the 

background through which secret information 

on competition is transferred. That needs to be 

understood. These relationships stem from 
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regional origins and high school or university. 

These ties open all doors. Secrecy is excluded 

easily. They are stronger than any corporate 

regulation or formal code of conduct. 

5 Director of 

Sales 

German Automotive 

supplier 

Customer 

acquisition: 

decision-

making in 

Korea 

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 that is informally connected better gets 

the business. In Europe objective criteria 

based on data and facts are important in 

business; in Korea personal trust plays a 

larger role. 

 



26 

 

Table 4: Deduction of the special character traits needed for potential executives in South Korea 

 
Dimension 

(a) 

Respondent 

(b) 

Perception of the respondent 

(paraphrased) 

(c) 

Conveyed character 

traits for potential 

executives in Korea 

(d) 

1 
Corporate culture of 

Korean businesses 
a, b, c 

Patriarchal, hierarchical, superior–

inferior mindset, demanding, top-

down decision-making 

Intermediation ability 

between extremely 

deviating corporate 

cultures 

2 

Non-technical 

challenges in 

cooperation with 

Korean business 

partners 

c 

Emotional, relation-oriented 

behavior, uncooperative, quick 

reaction 

Resistant to 

psychological stress, 

reliable, helpful 

3 Dynamics b 

Quickness, flexibility, little 

willingness to discuss or negotiate, 

deep private and professional 

commitment 

Not hesitant, flexible, 

experienced, risk-

sensitive 

4 Language a, b, c 

Verbal communication ability is 

valued but not considered a must-

have skill 

Interested in languages 

5 
Successful relationship 

management in Korea 
b, c 

The inclusion of the customer in 

one’s own private life is essential 

Integration of 

professional and private 

sphere 

6 

Perception of 

cooperation with 

foreign suppliers 

a 

Inflexible/static, closed, not very 

proactive and communicative, 

contract-based, wary, low 

motivation, weak willingness to 

cooperate  

High level of social 

skills and intercultural 

empathy is necessary; 

ability to enter relational 

contracts; excellent 

communication skills 

and persuasive power 

within one’s 

organization 

7 

Key factors for success 

with Korean business 

partners 

b, c 

Relationships, trust, 

communication, empathy, 

flexibility, honesty, and high 

commitment to the customer 

Relationship-oriented, 

24/7 availability, 

empathic, calm, and 

effective despite ever-

changing conditions 

Note: a: KOEM, b: KOES, c: IOES. 
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Table 5: Vertical core competencies and skills 

Vertical core competencies for sales management in Korea 

1. Ability to mediate between customers’ demands and offer possibilities to the satisfaction of the 

customer under the consideration of the hierarchical levels 

2. Ability to work under psychological stress 

3. Ability to accept quickness as one’s own guiding principle 

4. Ability to cope with risk 

5. Ability to establish trustful personal relations 

6. Fundamental knowledge of and continuous interest in Korean values 

7. Ability to interact successfully in an ever-changing and dynamic environment  

8. Ability to engage in relational contracts 

9. Ability to initiate and enforce customer commitment within one’s own organization 

10. Ability to clarify the customer’s mentality and demands within one’s own organization 

 

 

 

 

 
 

 

 


