South Korea pushes to dissolve ‘the old way’ of business culture
By Choe Sang-Hun Friday, October 24, 2008 International Herald Tribune

SEOUL: When Hwang Yong Taek, a 43-year-old
marketing chief at Hyundai Card, began his career at
another big South Korean company 18 years ago,
women in the office were few and low in status. No
woman could complain when the department went
out to dinner and ended up in a nightclub, with men
taking turns dragging reluctant female colleagues to
the dance floor. If an executive attended the dinner,
the two prettiest women had to sit on either side of
him, filling his glass.

“It was a natural thing to do,” Hwang said.

So the message was clear when Hyundai Card,
one of the leading credit card companies in South
Korea, fired a senior manager last year for sexual
harassment during such a dinner.

“If men insist on the old way, they’ll be in trou-
ble,” said Cho Yoon Hee, 28, who works at Hyundai
Capital, Hyundai Card’s sister company. “We
women won't take it any more.”

Across major South Korean businesses, the old
male-oriented and rigidly top-down corporate cul-
ture is crumbling. The shift signals an end to a regi-
men that served South Korea well when military
strongmen and the paternalistic chairmen of its con-
glomerates spearheaded the country’s economic
growth.

Office workers came to work and stayed as long
as their bosses. They raised and emptied their
glasses when their section chief said, “Bottoms up!”
They seldom spoke up during meetings or chal-
lenged their superiors’ decisions. They all got the
same raises and were promoted at the same time.
They didn’t know whether they were to be trans-
ferred until it was announced. If a woman refused to
“voluntarily retire” when she got married, it was
considered a scandal.

It was comfortingly Confucian in its respect for
patriarchy and hierarchy, and it suited the mind-set
of men who, almost without exception, had served
as conscripts in the military. But a series of shocks
have forced a rethinking of this once-successful
model.

The 1997 Asian financial crisis brought job lay-
offs that undermined old assumptions of what em-
ployer and employee owed each other. Women
pushed into the workplace by the economic uncer-
tainty became newly assertive about their rights. The
rise of Internet start-ups introduced and glamorized
more casual, egalitarian ways.

Above all, there was the growing realization
among the top conglomerates that the old manage-
ment style stood in the way of what they needed to
do most to survive: innovate and globalize.
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“Doing well at home was no longer a guarantee of
survival, but we had serious doubts as to whether
the system that worked at home would work inter-
nationally, in different cultures,” said Hwang Se
Yeon, a senior vice president at SK Telecom, the
largest South Korean wireless company. “Our man-
agement structure was too monolithic and hierar-
chical to encourage diversity and creativity.”

This is not a novel diagnosis. But in late 2006, SK
did something radical about it: It abolished the old
titles for employees below the executive level.

Previously at SK, as at most Korean companies,
an employee’s pay, rank and responsibility - in
short, his identity not just in his company but also in
the outside world - was defined by his job title, and
that was determined largely by how long he had
served there.

An assistant manager surnamed Kim, for exam-
ple, was seldom called “Mr. Kim,” but rather “Mr.
Assistant Manager Kim” or “Mr. Assistant Man-
ager.” (If a superior addressed him, it was just “As-
sistant Manager Kim.”)

Now all nonexecutive SK employees hold the
same title: “manager.”

“At first we felt emotionally deprived,” said Jeong
Young Bae, who has worked for SK for 13 years.

Some old-timers took the change as a slight and
threatened to quit. But top executives persisted.

Today, the company reports that its “flat” hierar-
chy has encouraged the flow of ideas, letting the
“creativity of the young” sometimes override the
“wisdom of the old,” something that can be an asset
in the fast-changing telecommunications industry.

Kim Dan Bi, 24, who joined SK in January and
holds the same “manager” title as Jeong, would not
even have qualified for the lowest assistant-manager
rank under the old system. Sending so junior an
employee to negotiate with SK’s business partners
could be considered an insult.

“Since we're all managers now, I no longer have
to walk behind a senior colleague when 1 visit our
business partners,” Kim said. “I feel more responsi-
ble.”

At Shinsegae, the largest chain of department
and discount stores in the country, the employees’
name cards still carry hierarchical titles. But they
also carry the message: “We practice Shinsegae Pay.”
In other words, we split the bill.

A few years ago this would have been a grave
breach of business etiquette. But now, when a Shin-
segae employee has lunch with others, he takes out a
company-issued calculator and pays his share of the
bill. He does not allow potential vendors to pay for
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him. The company maintains a whistle-blowing hot
line to catch violators of this policy, who could lose
their jobs.

The idea is to fight jeopdae, or “entertainment,” a
common business tool that sometimes constituted
bribery and could take the form of lunch in an ex-
pensive restaurant, a round of golf or a session in a
cloistered barroom with prostitutes.

“We are not just paying our own way - we are ap-
plying global standards to our thinking,” said Lenny
Choi, an official with Shinsegae’s corporate ethics
and audit department.

The old ways are not dead yet. Most companies
still prefer top-down management. Sons inherit
businesses from fathers. Corruption scandals regu-
larly rock big businesses. Most employees address
each other by their titles.

But with Shinsegae, SK and Hyundai Capital - all
affiliates of top conglomerates - leading the change,
it reflects a growing view that the old management
style is not as effective as it once was.

In 2006, the average South Korean wage earner
worked 700 hours a year more than his counterpart
in the Group of 7 countries. But South Korean value-
added labor productivity remained at 65 percent of
the G-7 average, according to Samsung Economic
Research Institute.

The emphasis on global standards is changing
the look of corporate life in South Korea.

In 1996, only 2 percent of South Korean compa-
nies adjusted an employee’s annual pay based on
individual performance, while the rest maintained a
uniform policy on raises. That percentage shot up to
48 percent in 2005, the last year for which official
data are available.

At SK Telecom, suits and ties are no longer re-
quired. At 6 p.m., a voice on the intercom urges em-
ployees to go home to be with their families or use
the time for self-improvement.

Shinsegae forbids junior employees to buy birth-
day gifts for their bosses. At Hyundai Capital and
Hyundai Card, when the chief executive, Ted Chung,
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enters an auditorium for a company ceremony, em-
ployees no longer give him a standing ovation.

Chung, who is 48 and was educated at the Mas-
sachusetts Institute of Technology, is not a typical
South Korean boss.

Young employees casually smoke in his presence.
A business report no longer goes through a laborious
chain of command. All involved, including Chung,
comment on the report in a Wikipedia-like online
process, both to save time and to prevent ideas from
being jettisoned by midlevel managers.

Seven out of every 10 employees who change jobs
within Chung’s companies do so through its online
“Career Market,” where an employee can advertise
for a new job.

“l am telling them they are in charge of their ca-
reer - the company can’t do everything for them,”
Chung said during an interview. “They were not
born and educated to be loyal to Hyundai.”

Formerly, major companies did expect such loy-
alty from employees, and in return guaranteed life-
time employment. That social contract was shat-
tered during the 1997 crisis, when many conglomer-
ates collapsed. As men lost jobs or took pay cuts,
women took jobs to help support their families. In
1999, South Korea enacted a law banning sex dis-
crimination in the workplace and required compa-
nies with more than 500 employees to open child-
care facilities.

Women still account for less than 13 percent of
the work force at the 100 largest South Korean busi-
nesses, according to the Federation of Korean Indus-
tries. If they no longer have to deliver coffee for male
colleagues, they still have difficulty advancing. SK
and Hyundai Card have just one female executive
each.

Still, the status of women in the workplace is ris-
ing, as reflected in a popular television commercial.
The ad, for an LG Electronics cellphone, shows male
office workers scrambling to please their demanding
female boss.
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