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Abstract 

South Korean human resource management (HRM), characterized by lifetime employment 

and seniority-based promotion, has been suggested as an important factor contributing to the 

growth of Korean companies. However, the Asian financial crisis in 1997 raised questions 

about these practices, and Korean HRM underwent drastic changes, mainly by adopting a 

more flexible labor market approach. Despite Korean companies’ efforts since then to change 

their HRM to a more Western (US) style, much research indicates persistent challenges, both 

domestically and internationally. In an attempt to explain the challenges, we argue, in this 

conceptual paper, that it is necessary to consider the informal organization of Korean 

management in relation to formal organization. We suggest there are complementary overlaps 

and close integration between formal and informal organizational modes in Korean 

management. We fill a gap in the literature on the role of informal organization with 

indigenous Asian notions supporting the balance of opposition.  
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Introduction 

The systems of life‐time employment, and promotion and remuneration based on seniority 

were the hallmarks of traditional South Korean (hereafter, Korean) human resource 

management (HRM) practice (Rowley & Bae, 2002); however, the financial crisis of 1997 

changed this approach (Chang, 2012; Miles, 2008; Rowley & Bae, 2013). Since the crisis, 

many Korean companies have become keen to adopt flexible HRM based on pay for 

performance (Kim, Lee, & Lee, 2013; Miles, 2008; Rowley & Bae, 2013). However, studies 

show that such adaptation is not without challenges domestically and internationally (Gress & 

Poon, 2007). In an attempt to explain the reasons for such challenges, we argue it is important 

to consider informal organization in relation to formal organization for Korean HRM and 

management. This is especially so since the changes in Korean HRM have been limited to 

formal organization, converging toward westernized HRM and rewards based on individual 

performance, while neglecting much embedded informal organization and networks in 

Korean management. 

Researchers, including French scholars (e.g., Castel & Friedberg, 2010; Crozier & 

Friedberg, 1980; Reynaud, 1988, 1997), have suggested the co-existence of the formal and 

informal in human organization. For example, Castel and Friedberg (2010) argue that the 

relationship between formal and informal domains is interactive, in that human agency in 

formal work never exists outside and independently of the action (informal) context in which 

it unfolds. In addition, it has been pointed out that the dependence between formal legitimate 

power and its subordinates remains reciprocal and complementary (Crozier & Friedberg, 

1980). In addition, with the theory of regulation, Reynaud (1988, 1997) suggests control and 

autonomous regulations, with which management and employees in an organization engage 

in formal and informal rules interactively (i.e., joint regulation). During joint regulation, 

managers define official formal rules that constitute control regulation to fix or orient the 

activity and objectives. At the same time, with autonomous regulation processes, groups at 

lower levels define for themselves rules concerning the same processes. These autonomous 

regulation processes can either reinforce or inhibit control regulation.  

Despite such knowledge of the interactions between formal and informal 

organizations by some scholars, most Western management and HRM have focused mainly 

on formal organization. The notion of bureaucratization with its formal, hierarchical decision 

making and rational way of organizing is influenced by Weber (1947). The very 

unambiguous boundary between business and social lives with rational formal rule (Si, Wei, 
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& Li, 2008), as well as the emphasis on formal organization (Martinez & Jarillo, 1991) and 

the traditional agency function of  Western HRM (Rousseau & Arthur, 1999) are in line with 

independent, self-endorsing, unique, and autonomous individuals from their in-groups 

(Markus & Kitayama, 1991). The individualistic culture along with its value on rationality 

and legalism in Western management (Miles, 2008) has led to organizational environments in 

which the informal domain is less pronounced (Horak & Yang, 2016). 

On the other hand, changes in Korean HRM toward more Westernized (US) systems 

include flexible contracts and pay for performance (Kim & Bae, 2004), and subsequent 

discussion on Korean HRM have evolved around formal organization while overlooking 

informal organization (cf., Yang, 2006, 2016). However, cross-cultural studies argue there is 

a significant role for informal contexts in Eastern cultures, especially in the form of informal 

networks (e.g., Horak, 2014, 2016; Horak & Klein, 2016; Horak & Yang, 2016; Yang, 2006, 

2014, 2015, 2016), making it necessary to consider the role of informal organizations as well. 

Our focus on informal organization as an integral part of Korean management is in line with 

the cultural value of collectivism in contrast to individualism (Markus & Kitayama, 1991). In 

other words, in line with research showing that a country’s culture and institution influences 

its human resource practices (e.g., Aycan, 2005), Korean management would reflect its 

collectivist value of interdependent self-construal (Markus & Kitayama, 1991) (this point is 

discussed later in the paper.)  

Therefore, the need to explore informal organization together with formal 

organization is becoming pressing with extensive international exposure to Korean HRM. 

The goal of this study is to explore the integrative relationship between formal and informal 

organizations in Korean management. We note here that the notions of Korean HRM and 

Korean management are used inclusively and interchangeably in this paper. This is because 

of the lack of formalization of diffusion of HRM in East Asia (Korea) (Chai, Jeong, Kim, 

Kim, & Hamlin, 2016; Kim & Gao, 2010; Kim et al., 2013), which could be due to the nature 

of Asian management embracing both formal and informal organization. That is, a more 

holistic and complete picture of Korean HRM and management could only be understood 

from looking at the both formal and informal organization.  

With the goal of this study, we aim to contribute to the discussion on Korean HRM, 

which has encountered many challenges from domestic and international changes (Gress & 

Poon, 2007; Yang, 2014, 2015, 2016) by considering the integrative relationship between 

formal and informal organizations. In addition, this study extends investigation of the 
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relationship between formal and informal organization by presenting the notion of a 

complementary overlap in Korean management, rather than a supplementary fit between 

formal and informal organization. Finally, supported by indigenous East Asian notions, this 

study suggests the possible integration and compatibility between what has thus far been 

understood through a lens of competition or even opposition, depending on the dominant 

framework (explicit procedures vs. implicit value).  

The rest of this paper is organized as follows. The next section illustrates the formal 

and informal organization of Korean management. The section thereafter discusses 

indigenous Asian notions, emphasizing the integration between two extremes, are discussed 

before introducing the notion of complementary overlap. The penultimate section explores 

the possible consequences of changes in both domestic and international Korean HRM. 

Propositions are presented as each argument is developed. The final section discusses the 

academic and practical implications.  

 

Korean management 

Characteristics of formal organization in Korean management 

While it might be difficult to separate the formal and informal systems in an organization, 

formal organization is about the structure of divisional memberships, reporting relationships, 

job titles, promotions, resource allocation, and employee training to coordinate worker 

activities and the core functions of the organization (Biancani, McFarland, & Dahlander, 

2014). Elements of a formal system also include organizational goals, budgets, reward 

criteria, and performance appraisal standards mainly in the form of written procedures and 

policies to achieve the organization’s goals (Ouchi, 1980; Biancani et al, 2014). These formal 

systems are suggested to be most effective when the environment is stable and the 

employees’ output is measured (Ouchi, 1980; Biancani et al, 2014).  

Looking at Korean management, the formal systems are typified by an authoritarian 

management style with a centralized managerial power and structure, and a formal procedure 

of approval by top levels of management (Glover & Wilkinson, 2007; Yang, 2006, 2014). 

Korean managers prefer formality according to hierarchy in communication (Yoon & Chae, 

2012) and such formal procedure emphasizes dependency on and close monitoring by 

superiors. Employees are rotated through different functions depending on the company’s 

needs, as Korean corporate human resource development (HRD) emphasizes organizational 

improvement over individual development (Kim & Cervero, 2007; Kim, Kwon, & Pyun, 
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2008). In addition, the voices of learners and other stakeholders in training programs are 

silenced in and during the HRD decision-making process (Kim et al., 2008). Development 

opportunities focus more on organization-specific skills than on career development for 

individual employees, and internal promotion or seniority in an organization is more popular 

than external recruiting or seniority in a profession (Kye, 2008). Employees are expected to 

follow predetermined rules and procedures according to hierarchy and seniority, and the 

company prefers generalists who could perform different kinds of roles providing internal 

flexibility (Miles, 2008; Yoon & Chae, 2012). The mutually reinforcing hierarchy and 

seniority-based HRM in formal organization become clearly defined general rules and 

procedures in Korean management. Such authoritarian nature of decision making makes it 

easier for Korean companies to move quickly and decisively (Hemmert, 2012).   

 

Characteristics of informal organization in Korean management 

Organizations can never specify a set of written rules that will cover all possible 

contingencies (Ouchi, 1980). As the formal system provides limited guidance, the informal 

organization is emergent and enacted. Informal organization comprising relationships that do 

not rely on formal duties influences the structure of employees’ personal relationships, social 

groupings, and communal affairs (Biancani et al., 2014). An informal system comprises 

common values, beliefs, and traditions that group members (employees) learn through a 

subtle reading of signals of the maze of unspoken rules (Ouchi, 1980). Those communities or 

informal ties might become stronger over time, with common descriptions, including 

“density,” “cohesion,” or “sense of collective” (Gover, 2010). Such a sense of collective 

might make tasks at work easier or faster and the power of the informal system stems from its 

control of behavior in ambiguous or unexpected situations (Gover, 2010).   

Family-oriented management styles have been widely used by Korean firms to 

develop long-term psychological relationships between employees and management. 

Companies provide a sense of solidarity among employees so that they feel like members of a 

family by organizing celebrations and weekends away for employees and by building trust 

and understanding between themselves and their workforce (Miles, 2008). Korean managers 

strive to preserve the appearance of care and concern for their trusting subordinates (Kim, 

Rosen, & Lee, 2009). Lack of emotional involvement in social relationships is seen as lack of 

care, and strong (parental) involvement is an indication of warmth and lack of neglect, as 

both personal and professional social relationships are viewed as an expansion of the family 
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in Korea (Yang, 2014). Family cultures are characterized by an emphasis on group emotional 

relationships of unity and paternalistic management styles involving the promise of security 

and protection from caring paternal management (Ouchi, 1980).  

Emotional involvements and paternalistic management in informal organization could 

be illustrated with indigenous notions such as jeong, woo-ri, nun-chi, and in-hwa. For 

example, jeong as a bond of affections and woo-ri as emotionally driven social ties (Yang, 

2006) could be critical during the process when managers personally care about and treat 

employees as individual human beings like fathers (Chai et al., 2016). Jeong is particularly 

characterized by sympathy and concern for others and is promoted by paternalism (Yang, 

2006). During such interactions, nun-chi or reading a person’s mind would help to identify 

the speaker’s unspoken agenda since high-context communication is quite common in Korea 

(Yang & Kelly, 2009). Consideration of contexts with nun-chi further underpins in-hwa or 

harmony between unequals by mutual respect and love (Chai et al., 2016; Kim et al., 2013). 

An individual group member is expected to implement in-hwa to overcome one’s 

individuality (Yang & Kelly, 2009). 

These characteristics of Korean management contribute toward tight culture based on 

clear norms about behavior and are realized using informal organization processes (Yang, 

2014). Informal team gatherings are scheduled regularly in the form of social events or 

dinners after work, enabling managers to create an environment of group cohesion like family, 

through high contact and ongoing socialization processes, and through face-to-face 

interactions with and among subordinates. These informal settings are extremely important 

for developing relationships and Korean companies emphasize mutual dependence between 

unequal parties, such as supervisors and subordinates (Yang, 2014). Korea’s intense informal 

organization processes and long working hours (OECD, 2012), during which people 

frequently interact with each other, underpin the building of trust and development of shared 

norms and values.  

While group harmony and benevolent management of caring are important 

characteristics of Korean management, such warmth, care, and protection serve also to secure 

employee loyalty and identification with and obedience to a company. That is, a manager 

looks after both the professional and private affairs of subordinates by supporting and 

advising them about careers and relationships in both work and non-work settings, and the 

subordinates repay their obligations by working hard and late, and often by exceeding the 

goals set for them (Cho & Yoon 2001; Miles, 2008). These practices inspire employees to 

http://link.springer.com.ezp.essec.fr/article/10.1007%2Fs10490-016-9476-x#CR48
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sacrifice personal time in order to prioritize the business of the company, which has been the 

driving force behind Korea’s economic growth (Bae & Rowley, 2001). The culture strongly 

disapproves of perceived disloyalty (Kim & Slocum, 2008) and emphasizes group harmony 

to enable employees to agree on the importance of achieving future growth.  

  

Relationship between formal and informal organization  

In addition to different emphases on the pursuit of cognitive versus affective dimensions, 

different principles (e.g., rigid hierarchy vs. group harmony) in formal and informal 

organization of Korean management appears contradictory, including the dimensions of 

decision making and time (Table 1).  

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

Insert Table 1 about here 

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

We argue that formal and informal organization of Korean management in fact complement 

each other in that a strong emphasis on hierarchy in formal Korean organization, which 

benefits Korean management through quick and decisive actions, is complemented by the 

loyalty and commitment by employees in informal organization.  

 

Integration between formal and informal organization 

In this section, we discuss the complementary overlap between formal and informal 

organizations of Korean management in detail. First, however, we consider cultural aspects 

and some of indigenous notions that support the balance between opposing and yet 

compatible characteristics in East Asia. Individualism–collectivism and power distance have 

been considered the most prominent values that distinguish the East from the West, as these 

values are at the core of how people view their relationships with others (Barkema, Chen, 

George, Luo, & Tsui, 2015). Power distance represents how much people are comfortable 

with the inequality of status and hierarchies in their societies. Leaders in high power distance 

cultures tend to be more authoritarian while employees tend to respect authority (Pellegrini & 

Scandura, 2008). Much of the characteristics observed in formal organizations of Korean 

management, including top–down authoritarian decision making, stem from high power 

distance culture.  

 On the other hand, collectivism is about how to define the concept of self (Markus & 

Kitayama, 1991) and relationships with others are quite important in collectivistic Eastern 
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cultures. If people were removed from a social network in which they perceived themselves 

as embedded within a larger context of which each one was an interdependent part (Markus 

& Kitayama, 1991), they would become different people (Nisbett, 2003). Interdependent 

individuals proves to have high context sensitivity, prefer indirect communication, and have 

socially engaging emotions (Cross, Hardin, & Gercek-Swing, 2011), as they view themselves 

as embedded in a network of social connections (Hofstede & Minkov, 2010). Similarly, 

Koreans are obliged to adopt a level of rich and complex honorifics systems (deferential vs. 

informal) befitting the status of the target audience, motivated by a high concern for ’face’ in 

any interaction (Han, Sohn, & Yoo, 2015). While presentation is the notion of self-image that 

an individual considers the estimate of what others see of himself or herself (Brown, 2010), 

informal contexts and ongoing social connections would become quite important to establish 

and maintain harmonious interpersonal communication and relationships. Accordingly, the 

separation between work and private lives is often blurred in Korea (Horak & Yang, 2016; 

Yang, 2014). Given the importance for collectivists of personalized interactions with and 

subsequent belonging to certain groups, informal domains where most socialization occurs is 

indispensable even at work.  

 It is noteworthy here that studies indicate that individualism and power distance are 

highly correlated despite different priories in values (Hofstede & Minkow, 2010). While 

Asian collectivism and high power distance are fostered by indigenous philosophies, such as 

Confucianism (Hofstede & Bond, 1988), it would be beneficial to examine how indigenous 

beliefs approach different or even opposing forces. Such investigation would offer insights 

into the relationship between formal and informal organizations of Korean management.  

 

 Golden mean, Yin and Yang, and middle way 

The top–down authoritarian centralized power and hierarchical lines in formal 

communication are a reflection of Confucian values that emphasize age and experience 

(Hargittay & Kleiner, 2005). At the same time, Confucian values emphasize harmony among 

people, which is apparent via their intensive social interactions in the informal domain (Yang, 

2006). Accordingly, Confucianism helps to reconcile the tension between authoritarian and 

benevolent management (Chen et al., 2005; Cheng, Chou, Wu, Huang, & Farh, 2004; 

Hargittay & Kleiner, 2005) with its preference for hierarchical order alongside the pursuit of 

group harmony (Kim et al., 2008) in formal and informal organization. Confucianism 

emphasizes family as the basis for ideal government and reciprocity principles in 
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interpersonal relationships (Kim et al., 2013). Confucianism often stresses the cultivation of 

an individual’s mind rather than the development of technical skills (Kim et al., 2008), with 

which Confucian societies stress the importance of human relationships and of affection 

(Miles, 2008; Yang, 2006). In this vein, Korean organizations emphasize loyalty to the 

company, centralized authority, vertical hierarchical order, clearly defined age and position, 

harmony among employees, diligence, and hard work (Cho & Yoon 2001).  

In resolving the tensions between opposing characteristics, the Confucianism concept, 

zhung-yong (the rule of golden mean), emphasizes the maintenance of balance in a state of 

equilibrium. The core principle of zhung-yong is about maintaining balance, flexibility, and 

dynamism according to a situated time and space, and harmonizing between two extremes 

(Park, 2013). In relation to the leadership or hierarchy, for example, a superior person should 

not only show guidance but also possess the principle of moderation and sense of duty to his 

or her followers. Along with Confucianism, Daoism and Buddhism are mentioned as the 

main philosophical foundations distinguishing the East from the West (Cheung & Chan, 

2005). In fact, they are all linked and have more similarities than differences (Fung, 1966); 

their similarities include the pursuit of balance. For Daoism, first, the symbol of Yum and 

Yang (in Chinese, Yin and Yang) recognizes the requirement to address paradox and to 

integrate seemingly contradictory forces. According to the Yum and Yang philosophy, all 

universal phenomena are shaped by the integration of two opposite cosmic energies. Yum, 

representing female energy or the moon and Yang, representing male energy or the sun, are 

opposite forces that balance each other because they are partially conflicting but also partially 

complementary, being connected and compatible in forming an integrated larger piece (Fang, 

2010; Li, 2008). Yum is part of Yang and at the same time, Yang is part of Yum; opposite 

elements mutually transform into each other in a process of balancing under various 

conditions (i.e., dynamic duality; see Fang, 2010; Li, 2008). It is possible to have both (e.g., 

both balance and embrace) with an interplay between opposing forces, which differs from the 

Western approach, which is based on an either–or style (e.g., one must be chosen) (Li, 2008).   

The notion of the middle way in Buddhism also describes the realization of being free 

of the one-sidedness of perspective that takes the extremes of any polarity as objective 

reality. A variety of dialectical schemas, including the middle way, recognizes the importance 

of the context between two contradictory propositions (Nisbett, 2003). In line with these 

indigenous notions that pursue integration and balance between opposing forces, it is not 

surprising that formal and informal contexts in fact are intertwined in East Asia. In examining 
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such a relationship between formal and informal organization, we introduce the concept of 

“complementary overlap” in the next subsection.  

 

Complementary overlap between formal and informal organization 

In explaining the different connections and consequent roles of formal and informal 

organization, researchers have discussed the notions of “compensatory fit” and 

“supplementary fit” (e.g., Gulati & Puranam, 2009). Compensatory fit occurs when formal 

and informal organization compensate for each other by motivating dissimilar but jointly 

valuable employee behavior based on non-redundancy or a lack of overlap between them. 

Compensatory fit could occur when there is no overlap between formal and informal 

networks within an organization. For example, when a marketing manager interacts with 

R&D department members via social activities, such as golf, his or her exchange of ideas 

might eventually compensate each other despite initial differences in task focuses (e.g., 

beautiful design vs. functional technologies). Supplementary fit, on the other hand, occurs 

through the overlap of formal and informal organization related to the same set of employee 

behavior. Strong emphasis on formal hierarchies and tasks along with some form of informal 

interactions in many organizations could be an example of supplementary fit, in that 

occasional informal social events (e.g., company outings) are used to reinforce the power 

structures of formal organization. Achieving supplementary fit relies on one element 

augmenting the other by pushing in the same direction, whereas compensatory fit relies on 

one element pushing in a different direction to make up for the weakness of the other (Gulati 

& Puranam, 2009). Both supplementary and compensatory fit belong to the broad category of 

complementarities between organizational elements, such that the level of one enhances the 

marginal value of the other (Siggelkow, 2002).  

Extending the current discussion on the different fit between formal and informal 

organization, we introduce the notion of “complementary overlap” to describe the 

relationship between formal and informal organization in Korean management. This concept 

reconciles the contradictory notions of compensatory (non-overlapping) and supplementary 

(overlapping) fit by relating the reinforcing or compensating forces to each other in terms of 

overlap. Complementary overlap explains a strong “overlap” in terms of networks and 

objectives between formal and informal organizations in Korean management, which 

reinforces each other. Both formal networks and informal social networks are based on an 

organizational structure with members from the same team who work together and also 
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socialize together by having lunch and dinner outside of work. At the same time, the nature of 

interactions between formal and informal domains is “complementary,” for example, 

authoritarian and participative decision making.  

In particular, in many cases, social gatherings and social ties fostered in informal 

organization emerge from the context of formal departments, leading to blurred boundaries 

between the formal and informal domains in Korean management (Yang, 2014). On the 

occasions of those informal social gatherings, team members are encouraged to discuss both 

work and non-work issues (Yang, 2016, 2014). Korean authoritarianism and formality does 

not mean that supervisors have strong leadership or effective control mechanisms per se 

(Yoon & Chae, 2012). This is because the informal organization is quite important in 

complementing the hierarchy in formal organization, as direct face-to-face informal 

communication helps to build solid and trustworthy relationships (Hargittay & Kleiner, 2005; 

Sagie & Koslowsky, 2000). Authoritarian formal communication from the top is 

compensated by an informal process in which influence is shared among individuals who are 

otherwise not hierarchical equals (i.e., joint decision making; see Sagie & Koslowsky, 2000; 

Yang, 2014).  

Similarly, for organization learning, Korean training involves considerable on-the-job 

training and informal relationship approaches, such as coaching and after-work mentoring 

(Bae et al., 2011). Through social networks within an organization, employees obtain 

personal support not only from those who have critical skills and knowledge but also from 

those who have authority (Kim et al., 2008). This complementary role of informal 

organization, whether consciously or unconsciously, is recognized by management. Informal 

organization in Korean management seems to occupy a place between the formal and 

informal (cf., the semiformal organization; see Biancani et al., 2014) in that it receives 

explicit support and coordination from the organization. For example, frequent team activities, 

including having meals and drinking together during and after working hours, are perceived 

as an extension of work and therefore, receive organizational financial support.  

Lifetime employment and seniority-based preferment have commonly been identified 

as the key foundations of Korean HRM and are integral to other HRM procedures, including 

performance evaluation, remuneration, and promotion (Rowley, 2001). These formal 

procedures enable good alignment between Korean culture, corporate philosophy, and 

management practices (Bae & Rowley, 2001) and have been a critical vehicle for improving 

organizational performance in Korea, as they enable complementary overlap between formal 
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and informal organization. Here, formal HRM engenders a sense of consistency and fairness 

among employees whereas informal practices are conducive to creating a work environment 

of effective teamwork, strong social relations, and employee motivation (Kim & Gao, 2010).  

The aggregate of social complexity in Korean organizations can be regarded as a 

source of causal ambiguity (Reed & DeFillippi, 1990) and such a mechanism allows 

personnel or human resources to be considered the single most critical factor ensuring 

organizational success in Korea (Kim & Bae, 2004). In other words, the complementary 

overlap between formal and informal organization and its configuration have been a source of 

competitive advantage for Korean firms benefiting from high employee motivation and 

commitment (e.g., Bae & Rowley, 2001). In addition, family ideology of Korean HRM has 

been characterized by preference for stable and bureaucratic organization and has cultivated 

long-term loyalty and organizational attachment with high levels of shared values that are 

difficult to imitate (e.g., Bae & Rowley, 2001; Chang, 2012; Kim et al., 2013; Lee & Gaur, 

2013).  

Personalized relationships are an integral part of HRM practices in Korean companies 

and are critical for controlling the emotional environment of the group (Yang, 2006, 2014). 

Under community-oriented Korean HRM, with its basic norms of harmony and care, team 

members encourage cooperative behavior, collaborative relationships, and cohesive groups, 

which facilitate information flow, enhance social influence, and create a sense of solidarity 

within the organization. Strong norms of reciprocity and continuous employment in formal 

organization have contributed to the Korean tradition of sharing through solidarity, that is, 

standing by each other through both profitable and unprofitable times, overcoming financial 

difficulties, and furthering the prosperity of a company (Miles, 2008). Community spirit from 

paternalistic management (i.e., complementary overlap between autocratic leadership styles 

and group focus), has helped promote the interest of the company above the individual, and 

has enabled its growth through individual sacrifice beyond formal job descriptions and duties 

(Kim et al., 2013; Kim & Tung, 2013; Miles, 2008). It is almost a tacit rule that employees do 

not leave the workplace until all work has been completed even though this might require 

many extra work hours to complete (Cho, Rau, Liu, & Jiang, 2017). In addition, acting in a 

group and subsequent conformity have allowed Korean companies to take risks together and 

subsequently, to grow together (Kim & Park, 2010). Therefore, our first set of propositions is 

as follows.   
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 Proposition 1a: There has been complementary overlap between formal and informal 

organization in Korean management.  

Proposition 1b: Formal procedures based on lifetime employment and seniority-based 

promotions, which have allowed intensive socialization in informal organization, have 

underpinned high level of employee loyalty and commitment to Korean organizations.   

 

Figure 1 illustrates the complementary overlap between top–down hierarchy in formal 

organization and group harmony in informal organization in Korean management, by 

adapting the indigenous diagram of Yum and Yang, which supports the integration of two 

opposite forces.  

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

Insert Figure 1 here 

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

 

 However, rapid globalization has increasingly led to the acceptance of Western, in 

particular US-style, HRM systems in Korea (Kim & Bae, 2004) and other Asian countries 

(Bae & Rowley, 2001), with underinvestment in HRM in terms of numeric flexibility, such as 

high-performance work systems (HPWS) and outsourcing (Yang, 2014). Given the 

complementary overlap and the consequent synergy between formal and informal 

organization, we argue that the recent changes in HRM might lead to challenges to Korean 

companies, which would give rise to negative side effects in Korean management. We 

illustrate our argument as follows. 

 

Challenges facing Korean management  

Changes in domestic Korean HRM  

Post-1997 economic problems have led to questioning of the efficacy of seniority-based pay 

systems in Korea, as they are perceived to have systemic rigidities and weak individual-level 

motivational effects (Kim & Park, 1997). Since then, the majority of Korean companies have 

had to revise their organizational structures, work patterns, and values (Rowley & Paik, 2009). 

The changes include the introduction of HPWS, hiring workers on a more temporary and 

part-time basis, and legal changes enabling dismissals for more flexible labor markets (Kim 

& Bae, 2004; Kim et al., 2013; Rowley & Bae, 2013; Vance et al., 2013). The characteristics 
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of HRM have shifted toward a greater transaction orientation with basic norms for 

competition (Burton, 2000). Accordingly, a great number of lay-offs took place and the 

unemployment rate increased dramatically (Rowley & Bae, 2013). Moreover, in pursuit of a 

lean and flexible organization and of lowering the burden of labor costs, contingent workers, 

such as part-time workers, became common (Chang, 2012) and performance culture was 

strengthened (Rowley & Paik, 2009). This brought about fundamental changes in 

employment patterns and organizational culture (Kim et al., 2013) from relationship 

orientation to market orientation (Rowley & Bae, 2002).  

However, there are emerging challenges, as core employees have felt increasingly 

disappointed with changes to HRM (e.g., Bae & Rowley, 2001). We argue that changes to 

Korean HRM and management might be constrained, particularly the inclusion of HPWS and 

flexible contracts, which are relevant to formal organization. That is, while the formal 

organization of Korean management is moving from lifetime employment with seniority-

based HRM systems to flexible and from performance-based systems to a market system 

based on competition (Chang, 2012; Rowley & Bae 2002), the informal organization, 

requiring loyalty and commitment from employees, remains the same. At the same time, 

given the complementary overlap between formal and informal organization in traditional 

Korean management, making changes exclusively to formal organization would pose 

challenges to the future of Korean HRM.  

Similarly, in this vein, it is suggested that inconsistencies between formal and 

informal organization are unavoidable during many changes in organizations, including 

reorganization (Oxman & Smith, 2003), and that these inconsistencies inevitably detract from 

the internal fit between organizational elements and they incur significant costs (Gulati & 

Puranam, 2009). We further argue that the costs of misalignment might accrue due to 

uncertainty and confusion caused by different messages from formal and informal 

organization. That is, despite the changes in formal organization to market orientation based 

on transactions and competition as well as disappearing lifetime employment practices, 

employee loyalty and devotion are still highly regarded and are expected through long 

working hours and compliance with an organization’s objectives (Chang, 2012). 

However, when employers cannot be trusted to fulfill their obligations for the well-

being of their employees, the employees will be motivated to restore the balance in the 

exchange relationship by reducing their contributions, for example, by being less loyal to the 

organization (Chen, Tsui, & Zhong, 2008). Likewise, when job security could no longer be 
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taken for granted (Rowley & Bae, 2013) and traditional norms favoring equality of rewards 

and respect for age were replaced by respect for merit and competence in Korean companies 

(Kim & Gao, 2010), employees themselves became more individualistic, and team work, 

loyalty, and support among employees became strained (Miles, 2008). In addition, we argue 

that the promotion of the principles of economic exchange and contracts in formal 

organization, and the simultaneous reliance on shared values and group focus cause low 

levels of perceived fairness by Korean employees (cf., Yang, 2015).  

In this vein, researchers have started warning about blindly moving away from high 

investment in Korean HRM (e.g., high employment security and training investment) toward 

adopting Western HRM investment (e.g., high flexibility of labor market), given Korea’s 

cultural history (Miles, 2008; Rowley & Bae, 2002). Moreover, the language of HPWS is 

inherently ambiguous, and there is often a gap between the implementation and 

internalization of practices, thus, the impact of HPWS remains limited (Rowley & Bae, 

2002). Individualistic and contract-based HRM emphasizing performance and competencies 

inevitably affects and leads to the reshaping of social relationships at work (Gover, 2010). 

Some researchers even have suggested that market-oriented formal HRM, while demanding 

unswerving loyalty and sacrifices from employees, worsen inequity and dismantle the family 

and community, which contributes to the marginalization and isolation of people in Korea 

(Kim & Tung, 2013; Miles, 2008). Thus, our second proposition is as follows.  

 

Proposition 2: There has been a shift to transaction-based formal HRM, while 

employee loyalty and commitment are still expected in Korean companies, which leads to low 

levels of fairness perception by employees. 

 

International Korean HRM 

According to the country-of-origin effects theory (Ferner, 1997), culture operates not only at 

the national level but also at the organizational level. Indigenous cultures influence 

paternalistic management as well as the complementary roles of formal and informal 

organizations in Korean HRM. However, such complementary overlap between formal and 

informal organization in Korean management might present challenges in the expansion of 

Korean HRM overseas. That is, while the success of high investment in Korean management 

is realized in the integration between hierarchy and intensive socialization, it is difficult if not 

impossible to replicate. For example, even though informal organization in Korean 
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management promotes reciprocity, thereby enhancing quality relationships, such reciprocity 

norms might not be supported outside the domestic context (Gress & Poon, 2007). In many 

cases, Korean multinational companies (MNCs) attempt to adapt their overall HRM to local 

requirements; however, these adaptations are more likely to be limited to formal organization. 

This would also lead to challenges to international HRM of Korean MNCs, which would 

further influence foreign employees’ attitudes toward Korean management overseas. We 

illustrate our reasoning in the following discussion. 

Studies show that while compensation of foreign employees is based on a 

combination of their individual performance and that of their team, team building is still 

considered one of the most important competencies in HRD by Korean MNCs (e.g., Cho, 

Woods, Jang, & Erdem, 2006). Glover and Wilkinson (2007) further argue that the adoption 

of a high-trust approach in a developed country does not transfer to the workplace, and in fact, 

workplace experiences are in sharp contrast to this ideal. Korean MNCs still exert firm 

control over their foreign affiliates by filling top management positions with Koreans 

(Rowley & Paik, 2009). These expatriates are highly committed to their headquarters’ way of 

doing things (Paik & Sohn, 2004; Yang, 2015). This results in negative attitudes on the part 

of local employees, including poor perceptions of communications (Glover & Wilkinson, 

2007), which might hinder development of socio-procedural factors, such as social ties and 

trustworthy relationships, which is contrary to human resource managers’ indication of their 

importance in Korean MNCs (e.g., Gress & Poon, 2007; Yang, 2015). 

Considering further challenges in relation to communication at work, studies have 

revealed different attitudes between Koreans and Westerners regarding privacy (e.g., marital 

status, children, property, and hobbies) in that Koreans appreciate knowledge to identify 

personal similarities upon which to build a trustful working relationship can be established 

whereas Westerners feel uncomfortable talking about such matters (Horak & Yang, 2016). In 

addition, Koreans tend to view private activities out of office hours (e.g., dinner, drinks, and 

golf) as important for establishing trustful relationships for work, whereas Westerners 

consider out-of-office time as private (Horak & Yang, 2016). Accordingly, Korean 

expatriates with behavior and attitudes based on such tight social culture would fail to 

integrate in the work environment of host countries, which would result in low levels of 

competence and trustworthiness perceived by local employees (Glover & Wilkinson, 2007; 

Kim & Tung, 2013; Yang & Kelly, 2009).   
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The observations concerning Korean MNCs thus far indicate an incongruence of 

practices between formal and informal organization, as Korean culture are rooted for 

intangible international HRM (e.g., decision making and communication) remain (Lee & 

Gaur, 2013), whereas tangible international HRM practices (e.g., financial rewards) might be 

used (Yang, 2015). Similarly, despite the presence of formal training typically focusing on 

language only (Kang & Shen 2012), Korean expatriates consider this training to be 

meaningless or less important, and they instead advocate experiential training through 

immersion in the work itself (Kang & Shen, 2014; Vance et al., 2013). Such disparity 

between formal procedures and actual realization brings about ceremonial adoption with a 

low level of internalization, which is contrary to what appears to be a high level of 

implementation at a superficial level (Kostova & Roth, 2002). Consequent negative attitudes 

have been reflected in the book These Koreans are Crazy (Surdej, 2015) by an ex-employee 

who worked for a Korean company in France for 8 years and who describe practices of LG 

France as “quasi-religious” obeisance to bosses with 14 working hours per day. At the same 

time, hard work, long working hours, and loyalty toward organizational goals in Korean 

MNCs even led Korean expatriates to feel frustrated and unsatisfied, since they occur at the 

expense of time spent with family (Kim & Tung, 2013). Our arguments on this issue, 

combined with the previous discussion (Proposition 2), lead to our third proposition, as 

follows.  

 

             Proposition 3: Incongruent practices between transaction-based formal IHRM and 

intensive informal social interactions and networks among Korean expatriates have led to 

low levels of trust perception by local employees.      

 

Discussion and Conclusion 

In exploring interactive relationships between formal and informal organization, we proposed 

the notion of complementary overlap (Proposition 1). The idea of the “dual structures” of 

ambidextrous organizations (e.g., O’Reilly & Tushman, 2004) recognizes the duality 

embedded in the very nature of human beings (Yoon & Chae, 2012). According to dual 

structures, decentralization with centralized decision making is possible through reliance on 

formal and informal bridging mechanisms, establishing direct communication channels 

between leaders and followers (Bryan & Joyce, 2007). In addition, in line with the notion of a 

balanced mix of different mechanisms in achieving efficiency and innovation proposed by 
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Lawrence and Dyer (1983), informal organization could appeal to people’s need for 

belonging and formal organization could appeal to people’s need for order, for example. 

Therefore, our exploration of the complementary overlap between formal and informal 

domains offers insights into the success of Korean management, in accordance with the 

argument that practices of employee security relating to lifetime employment and seniority-

based rewards are forms of best practice in HRM (Marchington & Wilkinson, 1996). 

There have been growing numbers of studies stressing the significance of affective 

informal norms in collectivism-oriented East Asia (e.g., Horak, 2014, 2016; Horak & Klein, 

2016; Horak & Yang, 2016; Yang, 2006, 2014, 2015, 2016). However, our study developed 

these approaches further and considered formal organizations as well, following the formal–

informal interaction thesis (Pejovich, 1999). Our approach to understanding informal 

organization relative to formal organization is in line with the concept of “interactive unity” 

(Altman, Vinsel, & Brown, 1981), suggesting that “night” is comprehended only because we 

have the concept of “day.” Furthermore, we argued that the recent adaptation of both 

domestic and international Korean HRM toward westernized HRM is likely to encounter 

challenges, given that the changes have been limited to formal organization (Propositions 2 

and 3). US MNCs tend to transfer their standardized human resource practices overseas 

relatively easier than do European and other Asian countries (Parry, Dickmann, & Morley, 

2008). However, despite the impressive global expansion of Korean MNCs to date (e.g., 

Lattemann, Alon, Chang, Fetscherin, & McIntyre, 2012), the culture of high power distance 

coupled with high collectivism have given rise to many challenges so far (Geppert, Williams, 

& Matten, 2003). We illustrated that challenges might be due to the complementary overlap 

between formal and informal organization, often neglected during the course of changes or 

replication overseas. Even though the concept of the liabilities of foreignness (Barkema & 

Vermeulen, 1998) could be applicable to the internationalization of any culture and resulting 

management style, we argue that tensions might be caused to a greater extent for Korean 

management as a result of neglecting informal organization. 

  

Theoretical implications and future research 

This study contributes to discussions on HRM. Although most of our paradigms originated 

from what was originally developed in North America based on such principles as efficiency, 

competition, formality, and centralization (Barkema et al., 2015; Yoon & Chae, 2012), formal 

and informal balance in East Asia differs from a US-based model. In addition, there has been 
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general aversion toward and a low level of dispersion of East Asian HRM, mainly due to the 

highly contextualized culture caused by intensive informal organization, including Korean 

HRM. Even though informal processes and organization might not appear on the 

organizational chart and therefore, often fall outside the scope of scrutiny, this study 

highlights the necessity of considering them during organizational changes, including 

internationalization.  

Even though some extant studies have discussed the interactions between formal and 

informal organization (e.g., Castel & Friedberg, 2010; Gulati & Puranam, 2009; Reynaud, 

1988, 1997), the notion of complementary overlap proposed in this study explicitly supports 

the benefit of congruencies both in norms and the networks between them. Moreover, our 

approach is divergent from extant studies with regard to the nature and implications of social 

relationships in organizations (Kirsch, Ko, & Haney, 2010) show that a different, non-

overlapping perspective acts to overcome the constraints and limitations of formal 

organizational structures (Nickerson & Zenger, 2002). For example, the non-overlapping 

relationship should be beneficial (up to a certain level) for individual actor’s performance 

(Soda & Zaheer, 2012). Such propositions are quite different from the approach of this study, 

supporting the benefits of complementary overlap between formal and informal organization. 

However, we argued that when transparent procedures are ensured, which has been the case 

for formal organization based on seniority in Korean management until recently, both 

individuals and organizations would benefit from overlap rather than non-overlap. At the 

same time, since the advantages to be derived from overlapping or non-overlapping 

relationships might depend on multiple issues, such as whether task characteristics require 

multiple ways to access resources (e.g., Soda & Zaheer, 2012), future research could examine 

those issues. In addition, future studies could explore whether the standardization of informal 

organization can be achieved at all and if so, how.      

Our study is in line with growing interest in considering the role of informal and 

social relationships in organizations (Kirsch et al., 2010). Although Korea’s economic rise 

has been debated in connection with the influence of Confucianism, the contribution of 

informal domains has been less noted (Horak & Yang, 2016). However, affective informal 

contexts could be regarded as the missing link in explaining Korea’s rapid economic 

development (Horak & Yang, 2016; Yang, 2006, 2016). While extant Western management 

theories are derived within the Western cultural context (Leung, 2007), this study illustrated 

that the formalization of HRM will continue to interact with cultural and institutional 
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variables to create HRM with Korean characteristics, which both academic and practitioners 

should be aware of.    

Similarly, IHRM originally derived from Western (US) economies is well known 

(Sheehan, Fenwick, & Dowling, 2010). On the contrary, the rationale for Korean IHRM 

policies and practices remain largely unknown (Kang & Shen, 2014). Global Korean HRM 

encounters many challenges, since the globalization of Korean companies is a recent 

phenomenon (Kim & Tung, 2013; Rowley & Paik, 2009). The degree of significance of 

informal organization to the overall management might vary, as different cultures would 

prioritize rationality and affect differently (e.g., Horak, 2014, 2016; Horak & Klein, 2016; 

Horak & Yang, 2016; Yang, 2006, 2014, 2015, 2016). However, such differences should be 

appreciated, especially given the change of global HRM toward US HRM (Barkema et al., 

2015; Yoon & Chae, 2012). As it is impossible for MNCs to localize their IHRM completely, 

it is important to understand the reality of IHRM by considering informal organizations in 

particular.  

While we argue that the proposed complementary overlap between formal and 

informal organizations is supported by indigenous East Asian notions, some Western 

philosophies have endorsed the idea of duality. Dialectical thinkers, such as Hegel, suggest 

temperance between the extremes of excess with the notion of “totality” toward “the whole” 

and contradictions are not a sign of trouble but are inherent in the process of relating (Carlson, 

2007). However, these dialectical movements in the West somehow were later overshadowed 

by logical positivism in the name of modern science (Popper, 2002) and the Western 

dialectical logic that regards opposition as a problem to be solved (Li, 2008). Different from 

such either–or logic in the West, indigenous East Asian notions, including zhung-yong, offer 

both–and thinking, which allows managers in Korea to better manage the paradox and 

complexity, and which might well suit the era of globalization, experiencing a cultural mix of 

opposite and complementary cultures between East and West (Chai et al., 2016). Therefore, 

future research should empirically explore what is required for management based on East 

Asian indigenous notions of both–and as well as the complementary overlap of informal and 

formal organizations to be effective in this changing and dynamic environment.       

Due to similarities in culture and consequently, in management styles between Japan, 

China, and Korea which emphasize interpersonal harmony, relational hierarchy, and 

interdependent self-construal (Ueltschy, Laroche, Zhang, Cho, & Ren, 2009), this study 

adopted an inclusive approach by adapting arguments and findings from other East Asian 
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countries. Accordingly, our discussion of the roles of informal organization in Korean 

management could be extended to other East Asian countries. Nevertheless, despite 

considerable cultural similarity, subtle differences in management practices remain and the 

related roles of informal organization between Japan, China, and Korea. For example, 

Koreans could be more interdependent and subordinates could have less tendency to voice 

personal claims at work (Cho et al., 2017). In addition, guanxi, a pervasive form of social 

networks in China (Bedford, 2011), is more as anti-bureaucratic and pro-individual (Bedford 

& Hwang, 2013). This is because, different from Korea and Japan, which are relatively 

homogeneous ethnically, the Chinese are in general indifferent toward people outside the 

group, leading to the Chinese expressing extreme opinions to outsiders (Ueltschy et al., 

2009). Therefore, a subordinate’s loyalty in Chinese organizations could be more direct 

loyalty to a supervisor rather than loyalty to an organization.  

On the other hand, bureaucratic mechanisms are more prevalent in Korean firms than 

in Japanese firms and Japanese firms utilize shared values and culture much more effectively 

than Korean companies (Yoon & Chae, 2012). In addition, it is argued that Korean managers 

differ from Japanese managers who exercise participative leadership style by means of 

information sharing, advanced coordination, group decision making, and goal congruency 

(Yoon & Chae, 2012). Proactive employees might not be welcome by managers in the 

Korean cultural context, which is characterized as collectivistic, high in power distance, and 

high in uncertainty avoidance (Hofstede & Minkov, 2010). Taken together, we could expect 

that the functions and content of informal networks and organizations might be different, 

such that they would be more individual-oriented in China, consensus-oriented in Japan, and 

hierarchy-oriented in Korea. Future comparative studies might yield more insight into 

similarities and differences in the functions and content of informal organization.   

Finally, the propositions presented in this study require empirical testing. Given the 

complexity of each proposition, an exploration might need to be undertaken through in-depth 

interviews with multiple participants from different organizations. An investigation of 

changes in Korean HRM should be undertaken in longitudinal studies. Even though notions 

of controls are not easily tested using surveys, Kirsch et al. (2010) integrate social capital as 

the antecedent of control in that high social capital reduces the need for formal rules and 

policies, because it engenders informal social controls (Putnam, 1995). The affective climate 

as a shared perception of affect within the group (Anderson & West, 1998) is also suggested 

to serve as an informal social control mechanism concerning employees’ behavior (De Rivera, 
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1992). Measuring the aspect of affective climate might help to judge the level of clan controls, 

which could also be tested with possible outcomes, such as fairness, satisfaction, motivation, 

and commitment, as shown in our propositions.  

 

Practical implications  

Western firms have emphasized stronger relationships over transaction orientation (Keltner & 

Finegold, 1996), with trust and commitment aimed at knowledge creation and sharing, and 

high-care climates (Leonard & Sensiper, 1998). As highly flexible economies (e.g., the UK) 

do not necessarily out-perform more regulated ones (e.g., Germany and France) in terms of 

productivity, some UK companies have experimented with guaranteed employment and 

workplace partnership schemes (e.g., Bae & Rowley, 2001). On the other hand, Asian 

productivity and growth is widely attributed to familism (Sinha & Kao, 1988) and Korean 

firms have benefited from mutual investment. However, Korean firms have turned away from 

earlier over-investment, characterized by high employment security and training investment, 

although they still expect full commitment from employees (Bae & Rowley, 2001). However, 

as we argued in this paper, in reality, a flexible approach and performance-based elements in 

remuneration might not be a solution, especially in East Asian cultures.  

Recent changes in Korean HRM toward shorter-term employment relationships based 

more on competition-based systems departing from community-based orientation could result 

in low motivation and satisfaction from low levels of justice perception. Without the high-

care climate and family-like organizational community, employees become more restrictive 

and skeptical about giving their loyalty. Similarly, a number of MNCs have entered the 

Korean market, and several, such as Yahoo, Motorola, and Walmart, have failed and 

withdrawn owing to the companies’ failure to adjust to the Korean cultural context, including 

Korean HRM (Puck, Kittler, & Wright, 2008). Culture guides people’s views on the 

appropriateness of certain HRM practices (Kim & Gao, 2010), and interpersonal relationships 

have not fully given way to market principles in the core ideology of human resource 

practices in Korea (Kim et al., 2013). Following global trends and abandoning such values as 

harmony and solidarity might be self‐defeating, as it would destroy national elements that 

would bring have negative repercussions for future growth (Miles, 2008).   

Moreover, since the early 1990s, new management concepts, such as “the learning 

organization” and “knowledge management,” have raised high hopes that even large 

organizations can function in non-bureaucratic and non-hierarchical ways (Diefenbach & 
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Sillince, 2011). Accordingly, there is an increasing opportunity and need to use informal 

approaches, and knowledgeable project managers rely increasingly on team in much Western 

management (e.g., Kirsch et al., 2010). In knowledge-intensive work such as software 

industry, work that is less routinized and more ambiguous, or in environments in which 

innovation and creativity are required, there might be less desire to monitor behavior closely 

or to define performance targets (Cardinal, 2001). Given the growing appreciation for the 

knowledge economy, this might mean individually focused formal mechanisms become less 

attractive and feasible (Towry, 2003). As Korean management has benefited from informal 

organization, companies might attempt to maintain such informal organization rather than to 

dismiss it. In fact, restoring the human touch and psychological attachment of employees 

might be especially important in Korea, a country poor in natural resources but rich in human 

capital as a competitive advantage (Kim & Slocum, 2008; Miles, 2008). The challenges then 

become how to regain the balance or fairness of the formal and informal antecedents of 

management in line with the overall changes in formal organization.  
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Tables and Figures 

 

Table 1: Formal and informal organization in Korean management 

 Formal organization Informal organization 

Network 
Hierarchy 

(formal linking and grouping) 

                                                                   Paternalistic management 

Nature                                               (command and protection/caring) 

Decision 

making 
Top–down authoritarianism  Benevolence  

Principles 
Rigid hierarchy  

(cognition) 

Group harmony 

(affect) 

Time Official working hours 
After and between official working 

hours 

 

 

Figure 1: Complimentary overlap between formal and informal organizations in Korean 

management 

 

 

 
 


