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Abstract 

So far overlooked by the international business ethics literature, we introduce, characterize 

and normatively analyze the use of affective ties and networks in South Korea from an ethical 

point of view. Whereas the ethics of using Guanxi in China has been comprehensively 

discussed, Korean informal networks remain difficult to manage for firms in South Korea due 

to the absence of existing academic debate and research in this field. In this study, we 

concentrate mainly on the question of whether foreign firms will and can use affective ties in 

Korea. The informal social network forms are classified and contrasted with the conventional 

ethical approaches used in international business ethics (relativism, universalism, social 

contract theory) to assess which categories can be regarded as ethical or unethical. Finally, 

foreign firms are advised how to cope with and use different affective network types. Though 

the nature of affective ties and networks in Korea differs from that found for instance in China 

(Guanxi), consistent with the conclusion of prior research, we recommend particularistic 

analysis and decision making regarding the circumstances in which to conclude affective ties 

and networks and when to opt out. We conclude that foreign firms in Korea should invest in 

establishing Inmaek, refrain from engaging in Yonjul and support host country nationals’ 

Yongo ties. Moreover, it is suggested that foreign firms should find ways to monitor and 

manage informal ties effectively. 
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Introduction 

The differences and distinctive features of the local informal institutional environment often 

represent an immense challenge of adjustment for foreign firms in a host country. Whereas 

the formal institutional environment (e.g. laws, rules, regulations, legislation) can be 

relatively easily accessed and understood, the prevailing informal institutions (e.g. norms, 

values, customs, ideals) are more difficult to assess (Helmke and Levitsky, 2004); in 

particular, fewer information sources are available to prepare a firm. For instance, the 

important distinction for business activities between in-group and out-group relations in 

China, a strong informal institution, has been intensively studied in the research stream on 

Guanxi (Nolan, 2011; Luo, 2000; Pearce and Robinson, 2000; Yeung and Tung, 1996) and 

has been assessed from an international business ethics point of view as it can potentially turn 

into corruption, bribery, cronyism and other dubious and illegal activities (Dunfee and 

Warren, 2001; Fan, 2002, 2007; Li, 2011; Taube, 2013). Nevertheless, scholars and 

practitioners canonically agree that having Guanxi is a prerequisite for conducting business in 

China (Buckley et al., 2006; Farh et al., 1998; Ledeneva, 2008; Yang and Wang, 2011; Nolan, 

2015). Whereas, depending on the respective tie-base, certain forms of Guanxi can be 

established by locals and foreigners alike (for a more detailed differentiation, see Chen, Chen 

and Huang, 2013; Nolan, 2011, 2015), similar ties and networks in South Korea (henceforth 

Korea) are much harder, if not nearly impossible, to establish, as some of them are rather 

homogeneous and exclusive. The emerging discussion on informal social networks in Korea 

reveals that though they share some common features, they are somewhat different from 

Guanxi ties and networks in China in terms of nature and characteristics (Horak and Taube, 

2015). Hence, a universal approach to determining the best way for firms to respond to and 

cope with informal social networks in general does not yet exist.   

 Despite being largely overlooked by the international business ethics literature, a 

precise understanding of informal practices is becoming increasingly important the more 

integrated into global business activities Korea is becoming. Meanwhile, Korea belongs to 

one of the economically strongest countries worldwide. Global players such as Hyundai, 

Samsung or LG contributed to Korea’s economic success and today are among the most 

competitive firms in their respective industry (Park et al., 2006; Yang et al., 2009). While 

Korean firms already went global decades ago, more and more foreign firms are investing in 

and entering Korea. Recently, in 2014, the foreign direct investment inflows amounted to $19 

billion – the highest in history. The top three source countries are the US, Japan and the 

Netherlands, with accumulated investments of $8.5 billion (KOCIS, 2015). This development 
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has caused a continuous increase in the numbers of foreigners and expatriates entering Korea 

(Brookfield, 2012). Besides its economic achievements, Korea ranks low in labor productivity 

compared with the other OECD countries. Foreign insiders assume that this is partly caused 

by Korean managers’ focus on promoting interpersonal relationships and networks rather than 

individual performance and achievements. According to Kocken (2014), “bonding is still 

considered the most important aspect to a well-functioning team,” and informal interpersonal 

ties and networks are crucial for business activities in Korea, accounting for Korea’s label as a 

‘network society’ (Kim, 2000).  

 The assessment performed below is in the first place conducted through the lens of 

foreign firms that are so far unfamiliar with the informal institutional environment in Korea. 

The purpose of this study is first to assess Korean informal network forms in terms of their 

ethics and second to assess which of the selected approaches in the international business 

ethics literature can be chosen to cope with them. Finally, third, we recommend how foreign 

firms can best cope with and approach these networks. 

 By analyzing the ethics of informal social networks in Korea, this article extends the 

discussion on foreign firms coping with local informal social ties and networks in East Asia, 

which has currently mostly been based on Guanxi (Gu et al., 2008; J.-D. Luo, 2011; Y. Luo, 

2008). Further, it contributes to a better understanding of informal institutions in international 

business ethics (Asgary and Mitschow, 2002; Peng, 2010; Svensson and Wood, 2007) by 

introducing Korean affective ties and networks to the debate. 

 The article begins by illustrating the reference framework of this study, which is 

comprised of the most common approaches to the challenges in international business ethics. 

Next, the affective ties and networks in Korea are systematically categorized according to 

their distinctive nature and characteristics, based on which common perceptions about them 

are illustrated. Further, an instrumental and normative analysis is conducted, followed by a 

categorization to be contrasted with the approaches outlined in the reference framework. 

Finally, the implications for practice and future research are presented. The conclusion 

reflects on the findings.  

Theoretical anchorage 

The textbook literature advises firms engaged in business abroad to show tolerance and 

respect the local environment. This is, however, a quite general guideline and of little help in 

concrete ethical dilemma situations. In a similar fashion, so-called ‘middle-of-the-road 

approaches’ put the notion of respect at the forefront. In a nutshell, firms are said to behave 

ethically if they respect human dignity and basic rights, local traditions and the institutional 
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context (Donaldson, 1996; Peng, 2010; Weiss, 2006). Though several broad ideas on how 

firms should master ethical challenges exist, the most established ones, which are still up to 

date despite being developed in the mid-1990s, discuss how firms can respond to ethical 

challenges, using universalism, relativism and social contracts as a middle ground.  

 Ethical universalism (sometimes named ‘imperialism’; Peng, 2010) refers to a view 

that right or wrong conduct can be judged based upon universal standards that apply to all 

cultures (Gewirth, 1988; Sanchez-Runde et al., 2013). For instance, the United Nations’ 

Declaration of Human Rights and the Fair Treatment of Prisoners of War (Geneva 

Convention) claims universalism. In business cases, however, this position can easily lead to 

ignorance of the local standards and, if misinterpreted, can cause ethnocentricity by believing 

one’s own ethical standards to be the only good ones and superior to others (Hollis, 1999; 

Johnson et al., 2006). Relativism understands that different customs, behavioral norms or 

religious beliefs are the source of different ethical standards across countries and cultures. 

Hence, what is right or wrong should be judged according to the prevailing local standards 

(Frederick, 2002). The guiding principles can be found in the popular belief that “when in 

Rome, do as the Romans.” This position can be risky for firms in the case that business 

operations take place in countries where, for example, corruption is widespread and a 

common daily practice (Dion, 2010; Velasquez, 2000). The integrated social contract theory 

(Donaldson and Dunfee, 1994, 1995) negates the disadvantages of the universalism and 

relativism approaches by proposing a position in between the two. It assumes that so-called 

first-order or universal principles have to be obeyed by all as a contract-like duty to comply 

exists between people. First-order principles are regarded as being of the utmost importance 

and fundamental to human existence. Donaldson and Dunfee (1994) call these superseding 

first-order principles ‘hypernorms’ (see also: Douglas, 2000). However, besides these 

hypernorms, local (or second-order) norms exist that can be specified by communities in 

terms of their ethical applicability. In critical situations, the ‘first-order over second-order 

rule’ takes effect, that is, if second-order norms violate hypernorms, they should be regarded 

as unethical and avoided. Therefore, business practices are regarded as ethical if they follow 

hypernorms by still considering local ethical norms as long as they do not violate hypernorms. 

In sum, the social contract approach bridges the gap between “culturally sensitive decision 

making capacities with trans-cultural norms by setting up a layered system of social 

contracts” (Douglas, 2000, p. 101). 

 Before we analyze the affective ties and networks in Korea from an instrumental and a 

normative viewpoint, we define them and provide an overview in the following section. 
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Affective ties and networks in Korea 

In terms of religious beliefs, Korea is a diverse country with several religions existing 

harmoniously in parallel. While being a pronounced Confucian country, Buddhism is 

widespread and approximately one-fourth of the population believe in a Christian religion. As 

pointed out by Hahm (1986), however, the traditional and initial belief was Shamanism (see 

also: Choe, 2007; Seo, 2013). Shamanism, a spiritual belief in the transcendental connection 

between nature and creatures, had a deep influence on the Korean mentality. Differentiation 

between and competition among individuals has not been favored; rather, “the individual was 

always considered to be in a partially interlocking or mutually interpenetrating position with 

other human beings as well as the Material World. The individual was always viewed in the 

context of his affection network” (Hahm, 1986, p. 286). The later spread of Confucianism was 

compatible with this original mindset, as Confucianism, as an ethical philosophy, attempts to 

establish order between interconnected people, not between autonomous individuals who 

possess individual rights. Confucianism expands familistic morals to other relationships, such 

as teachers and students, managers and subordinates, or friends. To achieve a quasi-family 

relational bond, an emotional or intimate bond is necessary. This is achieved on the grounds 

of Joeng (sometimes referred to as Cheong; see Park, 2004), its socio-psychological base. 

Jeong is fundamental to Korean society; it is a societal ideal. By definition, Joeng is an 

emotion of affection or empathy between people, which features warmth and comfort. Joeng 

leads people to value, understand, help and care about each other and share happiness as well 

as sadness. Joeng needs to be maintained and works through reciprocal exchange. It does not 

distinguish between the private and the business sphere (Park, 2004; Yang, 2006). In which 

shape does Joeng appear and on which grounds are affective ties concluded? 

 Conventionally, the literature describes the sources upon which affective ties are 

concluded in contemporary Korea based on 1. education-based ties, 2. kinship ties and 3. 

regional origin ties. Community building based on these sources has a long tradition. 

Historians report that the ruling elite as early as the Choson dynasty (1392–1910) “grouped 

itself into mutually exclusive factions and clans (...) along the line of scholarly association, 

kinship and region (...)” (Sik, 2005, p. 84). These three tie bases are known under the Korean 

term Yongo.  

Yongo, Inmaek and Yonjul  

Yongo (연고) describes dyadic as well as network ties. The two syllabi yon and go carry the 

meaning of a tie that exists for a reason (expressed by ‘go’). The reason is the similarities that 

people share with a common background that leads to a feeling of closeness, sympathy or 
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belonging to the same group; that is, it carries the notion of belonging to the same quasi-

family. Three typical sources of Yongo can be identified in the literature (Horak, 2014), which 

are, first, the same regional origin (Korean: Jiyon [지연]), second, graduation from the same 

university or high school (Hakyon [학연]) and, third, family (kinship) or blood ties (Hyulyon 

[혈연]) (Lew, 2013b; Yee, 2000a; Yee and Nam, 2008). Thus, Yongo ties are cause-based. 

They are preset and cannot be chosen as they are quasi given by birth, with Hakyon-based ties 

being an exception as today university attendance can be chosen freely. Acquiring Hyulyon 

through marriage or Jiyon through moving from one place to another may be regarded a 

modern form of Yongo. However, whether modern forms of Yongo acquisition create as close 

relationships as the traditional ones do remains an empirical question.1 Yonjul (연줄), on the 

contrary, is clearly purpose-based. The term Yonjul has a rather negative connotation in 

Korea. It can be translated as a relationship or connection to someone, whereas the ‘jul’ 

means ‘string’ or ‘rope.’ Yonjul is established through a connection, which can be, but is not 

necessarily, based on Yongo or any other tie and the collaboration with others serves to 

achieve an end. Usually rather unethical purposes are pursued through Yonjul, so in Korea the 

term is used often to describe corrupt actions, bribery, cronyism and so on (Kim, 2000; Lee, 

2000). Further, Inmaek (인맥) can be translated simply as ‘network’ and describes the 

affective ties that are established in the course of life. Literally, it is translated as “people 

entangled like vine” (Yee, 2015, p. 38). Whether Inmaek represents a strong tie, as for 

instance Yongo or Yonjul, is an empirical question. It is generally assumed, however, that 

contact frequency and duration determine Inmaek tie strength. Hence, Inmaek requires 

maintenance through reciprocal exchange in any form, such as the exchange of information, 

loyalty and patronage in a hierarchy (Lew, 2013b; Yee, 2015). Though an original Korean 

social tie, Inmaek could be described as being identical to the much-studied Chinese construct 

of Guanxi (Fan, 2002; Ho and Redfern, 2010; Lin and Ho, 2010; J.-D. Luo, 2011; Y. Luo, 

2000).   

 The characteristics of Yongo ties are distinctive. They are immutable and irreversible, 

cannot be chosen and are quasi-predefined by birth. Fundamentally, they are caused-based 

and do not imply any action. Yongo ties are meant for life; respective communities meet 

regularly, keep in touch and are a reliable source of any kind of support. Because they are 

based on similarities, Yongo circles are quite closed, homogeneous and exclusive. 

Membership cannot be chosen as it is usually ascribed. Different Yongo camps can be in 

competition with or even hostile towards each other (Horak, 2014; Lee, 2000; Lew, 2013a; 
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Yee, 2000a). Within a respective Yongo network, there is “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, p. 179). 

However, one fact that is often overlooked is that people often belong to several networks, 

such as alumni networks of high schools, ex-employer circles or several universities or other 

educational institutions when more than one degree was taken. Regional ties can result in 

networks based on individuals’ village, county or province and, taking the extended family 

into account, family relationships can be quite comprehensive (Lew, 2013b). This implies that 

the boundaries of in- and out-groups are multifaceted and liquid. Different strengths of trust 

may be extended to different in-group members. These facts may weaken the argument that 

Korea is per se a low-trust society (Fukuyama, 1995), as the intertwining and complexities of 

all the social ties that an individual may have would speak rather for a high level of trust on an 

aggregated level. This definition, however, may present an alternative to or even compete 

with Western views on how to define general trust and its outcome.   

 Nevertheless, as Yongo permeates the Korean society, it is pronounced in the business 

world as well. Hence, foreign expatriates, for instance, face a strong relational disadvantage, 

as without Yongo, that is, without relational capital, their ability to manage local operations is 

somewhat limited. Further, viewed through a social capital lens, competitive or even hostile 

networks can hardly be bridged (Coleman, 1988). Hence, the “strength of weak ties” 

(Granovetter, 1973) can hardly be found in Korea, where rather the “strength of strong ties” 

(Yee, 2000a, p. 339) prevails (comp. Table 1). 

 

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

Insert Table 1 about here 

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

 

Transforming Korea, but do persistent informal practices still exist? 

From being one of the poorest countries after the war in the 1950s to being one of the 

wealthiest by the end of the millennium, Korea went through drastic economic, political and 

societal changes in a relatively short period of time. Today, Korea’s economy is commonly 

described as world-class. It is a full member of the OECD (Organisation for Economic 

Cooperation and Development) and the G20 (Group of Twenty). The Economist Intelligence 

Unit ranks Korea among the top 20 as a ‘full democracy,’ next to the United States and 

several Western European countries (EIU, 2010). The World Justice Project judges Korea to 
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show strong and stable governance indications2 and Korean government agencies are 

“perceived to be transparent and free of corruption …” (Agrast et al., 2013, p. 33).3 

Furthermore, Korea “boasts the highest average internet connection speed as well as the 

highest amount of available WiFi locations worldwide” (Statista, 2015). Although Korea can 

undoubtedly be described as a wealthy and modern country, sociologists attest that, by 

referring to the usage of affective ties and networks, the “habits of the heart and customs of 

ordinary people living with modern institutions do not seem to have changed accordingly” 

(Yee, 2000b, p. 282). The Korean case can contribute to answering the long-debated questions 

in international business and management studies concerning whether informal institutions 

diminish once formal institutions stabilize and an economy strengthens (Guthrie, 1998; Peng 

et al., 2008; Wilson and Brennan, 2010). In the case of Korea, it can be claimed that this is not 

the case, as informal institutions, specifically affective ties and networks, still persist (Horak 

and Klein, 2015; Lew, 2013b; Yee, 2015) and exert influence. Some scholars believe that they 

have even strengthened in modern times as the increased competition for employment drives 

people to draw more intensively on informal ways of achieving certain ends (Lee, 2000). 

Based on interview data, Renshaw (2011) puts forward a representative statement illustrating 

the perception of the fierce competition for jobs: “the only way to succeed in this kind of 

society is through family, school or hometown cronies” (Renshaw, 2011, p. 95). The three 

pillars of Yongo appear not to have lost strength today. However, though using affective ties 

and networks still appears to be necessary, it is diversely debated in the Korean society.  

Common perception of affective ties and networks 

Despite affective ties and networks being common and actively used, there are different 

perceptions of them. Some regard them as positive and draw parallels to social capital. While 

a high level of social capital is good for the economy (Knack and Keefer, 1997) and stabilizes 

democracy (Paxton, 2002; Putnam, 2000), affective ties and networks are seen as the Korean 

version of social capital and Korea is regarded as being highly endowed with it. On the 

contrary, critics stress that informal transactions can harm society, leading to unfairness, 

cronyism or corruption. Four common positions are outlined in the following. 

The positive view 

Several aspects of the “miracle on the Han River,” as South Korea’s economic success is 

often named, have been studied (e.g. authoritative government, state–chaebol cooperation and 

Confucianism; for more details, see Lew, 2013a), but so far the contribution of affective ties 

and networks has largely been ignored, especially in Western debates. Scholars argue that 

these are crucial to understanding Korean society and its successful economic development 
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(Hahm, 1998). For instance, Lew (2013b) considers affective ties and networks to be the 

missing link in explaining Korea’s rapid economic development. Affective ties and networks 

are said to keep transaction costs low, contribute to firm–internal group cohesion, solve the 

free-rider problem through peer pressure, ensure the free flow of competition-relevant 

information and hedge firms’ external relations. Affective ties and networks contributed to the 

industrialization and modernization of Korea to a much greater extent than conventional 

development theory would suggest (Cha, 2000; Horak, 2014; Lew, 2013b). However, while 

the Korean society could “act on the basis of connectionism” (Cha, 2000, p. 483), close 

informal ties led to non-transparent modes of governance, resulting too often in unethical 

behavior.  

The negative view  

On the negative side, further progress in economic, political and societal development is 

assumed to be inhibited by affective ties and networks (Cha, 2003). Drawing on informal ties 

is considered to be unfair in competition, for example for jobs, for which candidates are 

chosen based on their informal network rather than on their merit and skills. Several scholars 

suggest that cronyism is a result of affective ties and networks. Further, on the organizational 

level, informal ties are used to acquire subsidies or secure monopoly rights in the market 

through connections to decision makers in the Government (Kim, 2000), hence distorting fair 

competition. Scholars blame corruption and bribery on a lack of transparency, which needs to 

be increased in all sorts of interpersonal transactions to reduce and ultimately contain the 

negative aspects of informal coordination (Yee, 2015; Yee and Chang, 2009). 

Societal perceptions 

Though the usage of affective ties and networks has at times a rather negative public image as 

it is viewed as unfair and discriminatory (Kang and Lee, 2007), it is in fact tricky to quantify 

public perception. As informal ties characterize the Korean society, their usage can be 

assumed to be widespread. The quality of ties may play an important role. The alumni of a 

Seoul-based elite university may have higher-quality Yongo than graduates from a rather 

unknown provincial university; hence, their access to more influential Yongo networks may 

be limited, leading to frustration on the side of those who cannot draw on influential ties. 

Qualitative data gathered through interviews may lack representativeness but nevertheless 

point towards the current perception of Yongo within the society. The Korea Social Science 

Data Archive (KOSSDA) contains public opinion data on the meaning of affective ties and 

networks. Support for Korea being a ‘relational society’ can be interpreted by the answer to 

the question on how important interpersonal relations are in life. Almost all of the 



10 

 

respondents, specifically 98 percent (n=1500), regard them as important; almost no one 

regards them as unimportant. Yongo (Jiyon- and Hakyon-based) is actively maintained by 79 

percent. Only 21 percent never stay in touch with alumni from the same university and 

hometown people. In professional life (n=531), the expectation that a firm should treat its 

employees like family members is positively evaluated by 81 percent of the respondents and 

only 19 percent feel that their firm is not doing that well. Almost half of the respondents (46 

percent) perceive their employer’s personnel policy to be influenced by Yongo; a fourth (25 

percent) are undecided in that regard (compare Table 2).  

 

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

Insert Table 2 about here 

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

 

Though these data do not claim representativeness, they imply that affective ties and close 

relationships are perceived as being important in Korea.   

The business context – Etic and emic views 

Viewed through an etic lens (‘the cultural outsider’s view’) (Kottak, 2006), foreigners 

working in Korea (i.e. expatriates) represent a valuable source of information on the diffusion, 

usage and entrenchment of affective ties and networks in Korea. Contrasting this view with an 

emic view (‘the cultural insider’s view’) can be regarded as a suitable approach to balance the 

potential emic or etic bias. Field data gathered through expert interviews among Korean and 

German leaders in the private and public sector in Korea (Horak, 2014) reveal a surprisingly 

equal perception of the two subject pools on the use of especially Yongo in business. 

Anecdotal evidence (Table 3) implies that using Yongo is absolutely a common practice in 

Korea. It can be regarded as a precondition for conducting business successfully in Korea, in 

such a way as Guanxi is mandatory for business in China (Luo, 2000; Wong, 2007). From an 

etic viewpoint, interpersonal relations are regarded as highly important in a business context. 

Without them, for instance, the establishment of trust can be difficult and time consuming. If 

Yongo exists, it is easier to gain access to potential customers. In addition, problems and 

conflicts are solved through Yongo more efficiently and peacefully, that is, by taking 

interpersonal connections into account rather than solely focusing on the issue itself. The emic 

approach reaches the same conclusions. Moreover, a quasi-family community spirit is 

described by Yongo and managers actively use Yongo to acquire all sorts of information that is 

relevant to competition. Expatriates see the latter as being rather critical as it appears to them 
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to be uncontrollable and to have the potential to harm a firm, as Yongo is a stronger institution 

than a corporate code of conduct that prevents certain information from being revealed to 

competitors. 

 

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

Insert Table 3 about here 

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

 

Instrumental analysis  

In principle, all three affective ties and networks discussed can be useful and exploited for 

business purposes. During Korea’s industrialization process, they were regarded as 

advantageous for speedy and unbureaucratic interpersonal transactions based on trust. They 

kept cooperation flexible when legal contracts would delay quick progress. The free flow of 

information between Government and business and between businesses (e.g. maker and 

supplier and subsupplier) helped to keep transaction costs low. Hence, affective ties and 

networks increase efficiency not only in terms of collaboration and coordination cost-wise but 

also in terms of reducing opportunistic behavior and free-riding through peer pressure. They 

lower the cost of monitoring and supervision. For instance, once someone is hired or 

promoted based on recommendation, he or she will be motivated to work harder in order not 

to disappoint or embarrass the recommender and to secure the network position (Lew, 2013b).  

 However, using informal networks instrumentally is seen today as increasingly 

critical. As efficient and effective as they were during Korea’s economic development phase, 

today they are often seen as jeopardizing modernization and social progress. In particular, 

they are said to harm innovativeness, a capability that Korean firms need these days to 

maintain their competitiveness globally. While Korea achieved economic prosperity by 

producing largely labor-intensive commodity products during the 1980s, today technological 

innovation is the key to further economic growth. However, this can hardly be achieved when 

employees and managers are recruited based solely on personal connections without paying 

attention to individual merit and knowhow. Thus, on the negative side, they lead to inefficient 

allocation of resources, which may offset their positive effects in the long run nowadays.  

 As this study is concerned primarily with the question of whether foreign firms will 

and can use affective ties in Korea, a decisive issue is whether they are in principle able to do 

so. Certainly, host country nationals naturally are, but home country nationals, that is, 

expatriates, face cultural barriers when attempting to establish Yongo ties. Similar to certain 
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forms of Guanxi that are difficult for expatriates to penetrate (Chen, Chen and Huang, 2013; 

Nolan, 2011, 2015), Yongo in Korea is to a great extent preset by place of birth (regional 

origin) and (Korean) kinship ties. Hence, for foreigners, Yongo ties can be neither established 

nor developed. Hakyon (i.e. education)-based ties would theoretically be an exception, but 

that would require expatriates to have graduated from a Korean high school and/or university. 

On the one hand, this is in practice extremely rare; on the other hand, it remains speculative 

whether these ties would have an influence equal to Hakyon-based Yongo ties among Korean 

nationals. In the absence of any research conducted in this direction, any predictions are too 

vague. On the contrary, Inmaek, that is, rather general social ties, as defined above, can be 

established by anybody and can be helpful for business purposes. However, as Inmaek ties do 

not feature an advancement of sympathy between actors and to a certain extent ad hoc trust 

ascription, they need to be developed reciprocally, which may take time. As a result, deep, 

trustful relations may emerge, but whether they are equally powerful to Yongo in highly 

critical situations (emergency, existential conflict, severe crisis, etc.), which often emerge in 

business, is questionable. Further, Yonjul ties can in principle be developed, but as Yonjul is 

usually connected to dubious activities (including several forms of corruption, bribery or 

favoritism), it is highly questionable whether managers should engage in this. First and 

foremost, there are strong ethical concerns; second, the behavioral consequences and 

reciprocity expectations are hardly predictable, so an individual, either consciously or 

unconsciously, may find him- or herself in uncontrollable situations.      

Normative analysis 

Surprisingly, the international business and management literature has largely overlooked 

ethical aspects of Korean affective ties and networks, especially in reference to an openly 

normative analysis. The normative approach that is pursued here is important especially for 

multinational corporations (MNCs) and international managers. The latter may develop 

relational ties unconsciously, i.e. without clearly understanding what kind of informal 

relational deal they are concluding. Managers in MNCs need to be able to differentiate the 

structure and expectations of different kinds of network, given the consequences they may 

face from home country enforcers, if they adopt a more culturally ‘relativistic’ approach to 

network behavior for instance. Various forms of home country legislation can influence the 

decision-making of MNCs operating in Korea in relation to the development of informal 

networks. As for the case of business activities in China for example, it is reported that 

several US firms face issues with the U.S. Foreign Corrupt Practices Act (FCPA), a law that 

tries to prevent paying bribes to public officials abroad (Nolan, 2011). Another example of 
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legislation that affects the behavior of MNCs abroad is the U.K. Bribery Act 2010 that 

attempts to prevent paying bribes to foreign public officials (U.K. Ministry of Justice, 2010).  

 From a theoretical point of view, there is controversy about its ethical status in the 

sociological literature. Some scholars regard affective ties and networks as a relational 

advantage that Korean firms possess over their competitors, especially ones from the West, 

and grant them centrality in the debate on the distinctive characteristics of Confucian 

capitalism; others regard them as a false interpretation of Confucianism, view them as the 

source of corruption and favoritism and blame them for the distortion of fair competition 

(Cha, 2003). In the following, the most common problematic uses of affective ties and 

networks are discussed. 

Fairness concerns, favoritism and exclusion 

The most common argument against the use of affective ties and networks is that it prevents 

outsiders from accessing resources (Lew, 2013b). Examples of the benefits gained through 

informal ties are numerous and include, for instance, that “one might find an expedient, 

though unofficial, shortcut to get government permission to build a house if one had an 

official agent as one’s cousin; one might find a vacant room in a ‘full’ hospital if one had a 

doctor there who was one’s high-school alumnus, and so on” (Lee, 2000, p. 375). In business, 

a competitor’s market position can potentially be weakened in the case that one party transfers 

company secrets from one competitor to another or a firm may be preferred in public calls for 

bids due to affective ties to a certain government official (Kim, 2000). In human resource 

management, one may be promoted due to affective ties to decision makers, rather than based 

on individual skills and merits, or one may acquire a job through affective ties to a university-

based or regional network (Horak, 2015b; Kim and Cannella, 2008). Having influential 

informal networks based on affective ties is often regarded as an important relational 

advantage in competition with others for jobs, for careers and for social and economic 

advancement in life in general. While being deeply engrained in the Korean culture, some 

scholars would not approve the use of affective ties and networks, as it “distorts the fairness 

of the rule of competition among individuals which would otherwise choose winners on more 

productive grounds, and finally it renders detrimental effects on resource allocation as a 

whole by decreasing the volume of the possible productive transaction itself which otherwise 

would take place under a more fair competition rule” (Lee, 2000, p. 378). 

Prevents social stratification  

The choice of the right university to study at is determined not only by the quality of 

education but also by the chance to acquire Hakyon-based Yongo, which is valuable for the 
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course of a career and consequently the chance of improving one’s social position. Gaining 

access to elite universities is critical. Several studies conclude that education is most decisive 

for occupational status and income (Lee and Brinton, 1996). Having graduated from a 

prestigious university, becoming an alumnus “is practically a guarantee of social 

advancement” (Manske and Moon, 2003, p. 51). This, in turn, leads to the formation of elite 

circles to which outsiders find it nearly impossible to gain access (Kim, 2007). As almost all 

prestigious universities are located in Seoul, as well as most of the large corporations, 

graduates from provincial universities located outside of Seoul face a critical disadvantage 

when entering the job market. Given that education-based ties are a strong base for forming 

affective ties and networks, alumni from the provinces may struggle to improve their lives 

without access to an influential Yongo network and better jobs (Lee and Brinton, 1996). 

Impedes innovation 

To remain competitive globally, creativity and innovation are the driving forces of advanced 

economies. This requires firms to establish rather open networks and invite and integrate the 

most competent and skilled candidates to participate. A diverse set of complementary skills 

within a firm is vital. If an organization consists of homogeneous members sharing 

particularistic and ascribed ties, creativity and innovative capabilities can hardly flourish, 

hence stalling progress (Kim, 2000). Several leading technology-intensive firms in Korea 

have changed their formerly Yongo-based recruitment approaches as a result of legislation 

imposed by the Government. Today, university graduates are seldom recruited based on the 

connections that firms have with selected universities. However, recruitment and promotion 

based on affective ties and networks are still pronounced on the upper and top management 

levels. Furthermore, the intensity of use of informal networks differs between industries and 

firm sizes (Horak, 2015b).    

Supports corruption 

Affective ties and networks have often been criticized for being the most common driver of 

corrupt activities, especially between business and the Government (Kim, 2007). The number 

of reported bureaucratic corruption incidents and the amount of illegal transactions between 

businesses and the Government peaked during the administration of President Roh Moo-hyun 

during 2003–2004; however, the incidents decreased thereafter. A domestic survey conducted 

between 2002 and 2007 (comp. Lee and Jung, 2010, p. 409) proves that the several 

anticorruption initiatives implemented by the Government achieved some improvement in the 

areas of perceived and experienced corruption, corruption in the working environment, 

administrative system, personal attitude and corruption control (an overview of anticorruption 
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measurements and laws can be found in Lee and Jung, 2010). However, the recent Corruption 

Perception Index of 2014 by Transparency International ranks Korea in the forty-third place 

(of 174), which is quite low compared with other advanced and industrialized countries 

(Transparency International, 2014). Moreover, no improvement was observed between 2012 

and 2014. Corruption can take several forms (Taube, 2013), and affective ties and networks, 

in particular Yonjul-based ones, can act as a reliable vehicle to foster corrupt activities, as 

high-trust ties, loyalty, closed networks and peer pressure represent reliable informal forces 

for one party not to asperse the other. As observed in the case of China, where Guanxi 

dynamically changed its characteristics and spheres of influence, hence adjusting to modern 

times (Guo and Miller, 2010; Li, 2007), informal ties in Korea may do so as well, though 

direct bribery involving the transfer of money to influence decision making may have in fact 

decreased (Kim, 2008). 

Clouds transparency  

Korea’s rather low rank in the Corruption Perception Index (Transparency International, 

2014) is unusual for advanced economies. Some scholars interpret it as a legacy of the pre-

industrialization period and earlier. Korea’s economy developed so fast that its social 

institutions could not catch up. Whereas one camp of scholars argues that affective ties and 

networks are an integral part of the Korean culture and identity and hence should not be 

condemned per se, others regard them as a barrier to the societal advancement that is required 

in parallel to economic advancement. Based on this stream of argumentation, affective ties 

and networks are said to keep society backward and make economic transactions in an 

industrialized economy inefficient. In other words, whereas informal networks helped Korea 

to industrialize rapidly, today they prevent further progress. A higher level of transparency in 

interpersonal transactions would increase societal trust, thereby breaking the vicious circle of 

people using informal ties for personal gain because others do so too (Cha, 2003; Yee, 2015; 

Yee and Chang, 2009). 

Uncontrollable transfer of information 

While we described above the free flow of information within affective networks as being 

efficient and reducing transaction costs, which are helpful for Korea’s fast industrialization, in 

business it can backfire. Especially (foreign) firms that are not prepared to cope with it are at 

risk, especially when a free flow of information is not wanted. This is most often the case for 

critical information, for example internal cost structures, purchasing prices for raw materials 

and components, exclusive technological knowledge gathered based on intensive research and 

development investments or, in general, all kinds of information that are critical for 
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competition. As affective ties and networks coin a person’s identity and act as a quasi-family, 

they are often stronger than a firm’s code of conduct due to a perceived higher moral 

obligation towards a network member (Chen et al., 2002; Horak, 2015c). Within the 

boundaries of Yongo and Yonjul networks, information usually flows freely. This is a non-

transparent process to outsiders (Yee and Chang, 2009). In that connection, a practitioner, a 

manager of a foreign firm based in Seoul, states “I haven’t seen in other Asian countries that 

high degree of loyalty between people who graduated from the same university. It lasts for a 

lifetime. By formal rules only, you just cannot keep firm-related information secret” (Horak, 

2014, p. 94). Given the difficulty involved in gathering reliable empirical data on the role that 

affective networks play in the unwanted transfer of corporate information in Korea, final 

conclusions can hardly be drawn. Nevertheless, the existing qualitative approaches (Horak, 

2014, 2015c) indicate that firms that ignore the potentially unwanted transfer of competition-

relevant information are exposed to a certain risk that can damage their success on the Korean 

market. 

Hakyon-based formation of intra-firm groups 

Due to individuals’ identity being primarily “constituted from group identity” (Manske and 

Moon, 2003, p. 50), in-group trust is generally high in informal networks and access is usually 

not extended to people outside the boundaries of the group (Lee, 1999; Lew, 2013b). As the 

business sphere and the private sphere are not strictly separated in Korea and group 

identification is strongly pronounced, the formation of affective camps occurs conventionally. 

Typical, and regarded as problematic, is the formation of camps within a firm based on 

Hakyon (i.e. university affiliation) ties. While this can translate into stable employee relations, 

firms rather try to prevent these intra-firm camps from growing too large as the negative 

effects outweigh the positive ones. Hakyon-based camps operate based on the Confucian ideal 

of seniority, that is, the most senior person can easily emerge as an informal leader, 

subsequently delegating tasks informally to network members or influencing the democratic 

decision making in a firm. Informal leadership can become powerful and jeopardize the 

formal hierarchies of the firm. Moreover, different Hakyon-based camps in one firm can 

separate from each other, in the worst case competing against each other, and imperil open 

communication and collaboration across departments. This can lead to group fragmentation 

and less motivation to perform tasks for other departments, specifically for non-network 

members (Horak, 2015b). 
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Diluted trust in institutions 

While they are locally efficient, informal networks may undermine the reliability and 

predictability of formal institutions and undermine codes of conduct. Too often, during 

Korea’s industrialization process, ‘favors’ were granted by politics to businesses, like 

unjustified access to loans, subsidies or monopoly rights in the market (Kim, 2000). This 

resulted in a vicious spiral of people losing trust in institutions and relying more on their 

affective connections to overcome unpredictability, leading to affective networks further 

undermining institutional predictability (Kim, 2000; Renshaw, 2011). As Lee (2000) explains, 

“the expediency and efficiency of reciprocal benefits out of the formation of exclusive in-

groups naturally led to the rapid and effective demise of community” (Lee, 2000, p. 375). 

Therefore, when trust in institutions is low, people feel more inclined to use their affective 

networks. It can be claimed that trust in public institutions is low. A public poll (n=1500) 

conducted by the Korea Social Science Data Archive shows that 92 percent of the respondents 

distrust politicians, 74 percent distrust high-ranking public officials and 38 percent distrust the 

CEOs of large corporations (KOSSDA, 2007).  

Choice of actions for foreign firms 

Following our previous clarification of the character, nature and uses of affective ties and 

networks in Korea, below we discuss their use through the lens of foreign firms engaging (or 

planning to engage) in business in Korea. While operating in Korea, they will be confronted 

with the choice of either establishing, maintaining and using affective ties and networks or 

neglecting to do so. On the one hand, not engaging in informal networks is likely to have 

negative consequences for business. It is more probable, in one way or another, that foreign 

firms will have to ‘opt in,’ as informal networks are an integral element of the Korean 

business culture. Hence, foreign firms face an ethical dilemma as fairness and unfairness or 

legality and illegality are at times quite permeable. As the literature in the international 

business and management arena has so far overlooked this important aspect of international 

business ethics in Korea, there is a lack of theoretical guidance to which firms can refer.   

 As discussed, affective ties and networks are defined as Yongo, Inmaek or Yonjul 

relations. Guided by the conventional concepts of responding to ethical decision making 

abroad, managers may act based on the propositions of ethical relativism, universalism or 

social contract theory, as discussed at the outset. However, in terms of establishing Yongo, 

these concepts are irrelevant. Whereas becoming a member of a social network in many 

Western countries is possible in principle, Yongo is, as defined earlier, to a great extent preset 

and given by birth. Foreign managers cannot become a member of a Yongo network as it is 
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cause-based but, if required, can be used for business purposes, although it is in the first place 

given and thus not instrumental by nature. As it characterizes conventional social 

relationships in the Korean society, it can be regarded as ethical in principle. Yongo is 

important in business in Korea and can be viewed as a form of causal ambiguity through 

social complexity (Reed and DeFillippi, 1990; Wright et al., 1994), likely to be the best-kept 

secret of several Korean firms’ competitive advantage. Inmaek ties can be established, 

maintained and used by foreign managers, and as they describe generically social 

relationships established in the course of life, they can be useful for business. In principle, 

they can be regarded as useful and judged positively in any country, as they present a form of 

social capital that is important for communities to function, flourish socially and progress. On 

the macro-level, neither the universalism approach nor the relativism approach would lead to 

substantial concerns in relation to establishing Inmaek. In addition, if personal transactions do 

not violate hypernorms (first-order principle) and are in line with what is regarded as 

unproblematic with reference to local customs and norms of conduct (second-order principle), 

Inmaek can be regarded in principle as ethical. Yonjul ties, on the contrary, are problematic in 

almost all cases. Yonjul ties, which are instrumental by nature, can be established based on 

prior Yongo or Inmaek ties. Yonjul emerges when Yongo and Inmaek are purposefully 

instrumentalized for purposes that are regarded as harmful or problematic locally as well as in 

relation to hypernorms. By applying the motto ‘when in Rome do as the Romans’ (ethical 

relativism), companies would comply with what several others are likely to do locally too, but 

they would ignore the fact that they are acting badly as it would also harm the universal norms 

regarded as problematic in a firm’s home country too. Though Yonjul may provide firms with 

short-term benefit, they would be ill advised to use Yonjul. In principle, Yonjul is unethical 

and should be avoided. The several examples mentioned above are representative of Yonjul’s 

uses, though they may partly be established on the basis of Yongo and Inmaek. Yonjul 

emerges when prior Yongo- and Inmaek-based relationships (and others) turn bad and are 

exploited for personal gain in unfair and non-transparent ways. The challenge for foreign 

firms lies in realizing that Inmaek ties can turn bad and when they turn bad. Table 4 illustrates 

the classification discussed above. 

 

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

Insert Table 4 about here 

--------------------------------------- 
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Implications 

In sum, as foreign managers cannot establish Yongo by nature and Yonjul being per se an 

unethical tie to engage in, establishing and maintaining (good) Inmaek is a viable approach 

that a foreign manager can purse to benefit from the much-needed affective ties and networks 

in business in Korea. However, while foreign managers may do so, firms can be advised to 

use the Yongo networks of their host country nationals productively and in a positive way. 

When hiring managers, the Yongo endowment of the candidate can be regarded as being 

beneficial for a firm. Whereas some foreign firms already do so (Horak, 2015b), some known 

examples report on Korean firms that have highly institutionalized the management of 

informal relationships. For instance, Kim (2007) provides the example of Samsung, which has 

a department that is solely dedicated to establishing, coordinating and maintaining informal 

ties to important stakeholders. Finally, if firms engage in informal networking, either through 

Inmaek or through their host country nationals’ Yongo ties, those ties should be managed and 

made transparent to ensure that they violate neither local norms nor hypernorms of ethical 

behavior. 

 Whereas responses to ethical dilemmas in international business are often quite 

simplified in the literature, practical situations that can occur in operations abroad are much 

more multifaceted and usually more difficult to discover than conventionally portrayed in the 

international business and management literature. Typical cases that are traditionally used to 

portray ethical dilemmas usually concern whether firms should pay bribes or not, whether low 

safety standards in factories abroad should be maintained when more sophisticated (and 

costly) systems are used in home countries or whether the environment can be polluted or not 

based on less developed (or ignorant and corrupt) domestic legislation. Assessing the ethical 

behavior of a member of an informal network is trickier and more complex to understand. To 

a greater extent than host country nationals, foreigners can hardly forecast the consequences 

when they enter certain informal ties. In addition, behavioral norms, in all their variants, are 

challenging to understand fully. To shed more light on possible behavioral scenarios, future 

research should investigate more behavioral options and consequences in informal social 

networks to inform practice and reduce the risk of firms (unconsciously) acting unethically. 

Novel research methods that have recently been applied in the field of management studies, 

that is, experimental research methods, particularly suit the investigation of the individual and 

group behavior of managers exposed to certain decision-making scenarios (Horak, 2015a; van 

Witteloostuijn, 2015). 

 



20 

 

Conclusion  

Korean informal ties and networks are as diverse as Chinese Guanxi ties are and can be 

distinguished into Yongo, Inmaek and Yonjul ties. Whereas Inmaek may come close to the 

nature of Chinese Guanxi, Yongo is to a large extent preset1 and almost impossible for foreign 

managers (e.g. expatriates) to access. Yonjul, having a rather negative connotation and 

generally being perceived negatively in Korea, is clearly an unethical arrangement that 

foreign firms should avoid. The only option for foreign managers is to establish, maintain and 

use Inmaek ties, which can be quite influential, but whether they can be instrumentalized as 

effectively as Yongo remains questionable. Yongo, on the contrary, can be developed by host 

country nationals. Foreign firms are advised to use the existing Yongo ties of their host 

country nationals in a prolific way, manage these ties actively and pay attention to 

transparency so that they are not used in a harmful way. 

 Given the increasing importance of Korea as a market for foreign firms and its 

continuously growing role in international business activities, surprisingly little is known 

about the important factors of the cultural context in business. While research on Chinese 

Guanxi has been conducted for decades, the Korean equivalent is currently underrepresented 

in the international business ethics literature. Future research should shed more light on 

Korean affective ties to inform academia and practice about their impact and prevent firms 

from behaving unethically, consciously or unconsciously.     

 

Endnotes 

[1] It has to be noted that in the absence of any contemporary research on the modern 

forms of Yongo it is difficult to precisely define the Yongo construct and take recent 

societal development dynamics into account that likely impact the nature and 

characteristics of the construct. 

[2] The World Justice Report Rule of Law Index measures the perception of the rule of 

law across nine dimensions: limited government powers, absence of corruption, order 

and security, fundamental rights, open government, regulatory enforcement, civil 

justice, criminal justice and informal justice. 

[3]  However, the assessment of Korea as being free of corruption is contested by scholars 

(comp. Schopf, 2011, 2015). 
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Tables 

 

 

Table 1: Characterization of affective ties 

 

 

 
Connotation Nature Tie base 

Openness 

 [to host country 

nationals] 

[to foreigners, e.g. 

expatriates] 

Yongo  Neutral Largely 

predefined 

Hakyon   

Hyulyon  

Jiyon   

Exclusive Largely closed 

Inmaek  Neutral Developable Diverse (incl. 

Yongo) 

Open Open 

Yonjul 

 

Negative Developable Diverse (incl. 

Yongo, Inmaek) 

Exclusive  

but accessible 

Exclusive  

but accessible 

 

 

 

 

 

 

 

 

Table 2: Societal perceptions of affective ties and networks (KOSSDA) 

 

Theme Question Answer Distribution 

(percentage)
* 

Maintaining 

Yongo 

How often did you attend social 

gatherings such as alumni reunions 

and hometown reunions during the 

last year?1 

A couple of time, multiple times 79 

Never 21 

Interpersonal 

relations 

How important do you think 

interpersonal relations are in life?1 

Important (somewhat to very important) 98 

Neither important nor unimportant 2 

Unimportant or not at all important 0 

Yongo in 

firms 

The decision making on personnel 

policy in my company is influenced 

by social connections tied to 

schools, hometowns and kinship.2 

Strongly agree and agree 46 

Neither agree nor disagree 25 

Strongly disagree and disagree 29 

Familism in 

firms 

How well does your company 

implement the obligation to treat 

employees like family members?2 

Well (somewhat well to very well) 81 

Not so well, not well at all 19 

Source: 1 KOSSDA, 2007, 2 KOSSDA, 2005, * rounded 
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Table 3: Anecdotal evidence: Usage of affective ties and networks in business 

 
Nationality Position Representative quotations 

Korean Academic “In Korea it is important to have a private relationship with people. Without a 

private relationship it is impossible to get things done. Most important is 

Yongo.” 

Director “When I enter a business negotiation with someone, the first things I ask are 

how old is he, where he is from and where has he studied in Korea. I try to 

find out whether there is Yongo. That will change the situation completely.” 

Manager “Western firms act very rational in Korea. They only use memos and don’t 

like to share information. In Korea we share all information with our friends. 

They have no sense for establishing sympathies by understanding the give-

and-take game. However, they are just not able to because their foreign 

managers weren’t born here and have attended university abroad. They have 

no Yongo.” 

Director “For me, the most important source is the people who studied at the same 

university as me. We are like a big family. I don’t trust people from other 

competing universities that much, they are different.” 

Director “For example, I studied at the [xyz] university in Seoul almost 30 years ago, a 

university from which most students enter into business. Meanwhile, they 

have a huge alumni network. If I need to find out internal information about a 

certain department of a company or a competitor, I use my network. Either I 

find a direct contact or through someone else from my former university. 

Since I’m senior to many alumni, it works out quite well. They will never 

negate my request, and I will support them too whenever necessary.” 

German 
 

President “Relations play a crucial role in Korea in business development, definitely. 

This is especially important for the initial contact. We often get in contact 

with customers through some people of us who visited the same university. 

That is very helpful. In Germany, you look more rationally at the bigger 

picture of the company. This includes product quality, financial stability and 

the like. This is of course not unimportant in Korea, but the relationship 

between two people is more important.” 

President “I haven’t seen in other Asian countries that high degree of loyalty between 

people who graduated from the same university. It lasts for a lifetime. By 

formal rules only, you just cannot keep firm-related information secret.” 

President “Problems are interpreted and decisions are made by taking dependency 

relations between people into account, rather than focusing on the issue itself 

detached from persons. Herein, most important are relations that stem from 

family, home town and university connections. Those ties are strong and are 

maintained.”   

Source: Horak (2014) 
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Table 4: Business ethics and affective ties and networks – Toward a normative classification 

 

 Choice? 

[ER, EU, 

ISCT 

approach] 

  Nature    
Purpose-

based by 

nature? 

Cause-

based 

by 

nature? 

Instrumental 

by nature? 

Exploitable 

for business 

purposes? 

In principle 

ethical? 

Yongo No No Yes No Yes Yes  
Inmaek Yes Possible No Possible Yes Yes  
Yonjul Yes Yes No Yes Yes No  
Notes: ER: ethical relativism, EU: ethical universalism, ISCT: integrative social contracts theory  

 

 


