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Abstract

Fueled by a highly dedicated and highly skilled workforce, South Korea (henceforth
Korea) has enjoyed tremendous economic growth and developed numerous success-
ful global companies. In the past, Korean companies benchmarked Japanese and
US HR practices. However, Korean companies are now at the crossroads, facing
slowing economic growth rates, an aging population, changing gender roles, and an
increase in foreign employees. This article reviews the strengths and weaknesses of
Korean HRM and presents some tentative recommendations how Korean companies
can respond to these challenges. If Korean companies intend to continue their global
success, they are recommended to adapt their staffing strategy, organizational cul-
ture, and corporate language policies to embrace an increasingly diverse workforce.

Keywords Korea - Human resource management - Global talent management -
Human resource practices - Staffing - Organizational culture

Introduction

As a country lacking natural resources, it is astonishing how rapidly South Korea
(henceforth Korea) catapulted itself from a poor, developing country in the 1960s
into an industrialized economy within a few decades. One of the main drivers for
this miraculous development is the highly dedicated and highly skilled Korean
workforce. Thus, studying human resource management (HRM) in Korea is a fruit-
ful activity to better understand the underlying reasons for the nation’s success.

In line with socio-economic changes, Korean HRM evolved in three phases (Fro-
ese 2019): pre-1987, 1987-1997, and post-1997. In the first phase, Korea was under
a strict military regime and enjoyed high economic growth rates. Confucianism and
Japanese HRM greatly influenced Korean HRM resulting in a seniority-based sys-
tem and lifetime employment. The second phase was characterized by globalization
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and political democratization in Korea. This led to a competence-based HRM and
the emergence of labor unions. The third phase was triggered by the Asian finan-
cial crisis in 1997. Numerous companies and private households went bankrupt.
In response, the Korean government complied with recommendations by the IMF
and the US to restructure the economy, including deregulation and dismantling of
Korean conglomerates. In the wake of these changes, Korean companies adopted a
US-style performance-based HRM system and flexible labor markets.

Korean has entered the fourth phase. Korean companies have assumed impor-
tant roles in the global economy, e.g., 16 Korean companies belong to the For-
tune 500 list of the largest companies in the world. Meanwhile, medium eco-
nomic growth rates, declining demography, changing gender roles, and an influx
of immigrants at home present major challenges for the management of Korean
companies. What are the consequences for Korean HRM? In this commentary, 1
analyze the strengths and weaknesses of Korean HRM and provide some tentative
conclusions how Korean companies can manage today’s challenges.

Strengths

Korean companies have adopted Japanese and US practices, and partly formed
their hybrid HR practices blending these different influences with its indigenous
origins. Compared to Japanese companies, Korean companies have more aggres-
sively embraced US practices (Froese et al. 2018). Korean companies have largely
adopted “high performance” and “high commitment” HRM systems, emphasizing
HR practices that motivate employees, develop abilities, and provide opportuni-
ties (Jiang et al. 2012).

In his seminal paper, Hemmert (2020) identified three major strengths of Korean
HRM. First, Korean companies tend to have a highly systematic recruiting system.
Korean companies invest heavily in employer branding and conduct sophisticated
tests and multiple rounds of interviews to select suitable candidates. While Korean
companies prefer to hire entry-level candidates, they also actively hire talent at mid
and higher levels. Fit between the organizational culture and candidate values is
important. Second, rooted in Confucianism, Korean companies have placed heavy
emphasis on employee training and development. They combine various on-the-job
and sophisticated off-the-job trainings. Most medium and large Korean companies
maintain their own training centers and offer various training programs specifically
tailored to different employees. In addition, they cooperate with external educa-
tional institutes and universities. Some companies offer sponsored executive train-
ing and MBA programs to motivate high performers. While the budget for training
has declined in recent years, Korean companies tend to provide more training to
their employees than most companies from other countries (Hemmert 2020). Third,
Korean companies have developed a hybrid system of seniority and a performance-
based system of pay and promotion. Although Korean companies originally adopted
the Japanese seniority system, Korean companies have aggressively adopted
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performance-based pay and promotion. Individual performance-based bonus pay-
ments, fast-track promotion, and profit-sharing systems have become widespread. At
the same time, some elements of seniority linger on.

Weaknesses

The Korean HRM system is well suited for a homogenous Korean workforce in
a growing economy. However, the workforce of Korean companies is becoming
increasingly diverse, at home and abroad due to external pressures (Froese et al.
2018). More non-Koreans and women work for Korean companies. While the
diversity literature discusses various other diversity characteristics, I will focus
on these two groups of employees in this commentary, because they are the most
prominent groups in Korean companies. The changing demographic makeup of
the workforce reveals the following weaknesses in the Korean HRM system.

First, Korean companies have a very traditional staffing approach, mainly pro-
moting Korean men to upper management positions. Senior Korean male manag-
ers and owners have preferred to put Korean men into upper management posi-
tions. The percentage of women and non-Koreans on the top management team
of Korean companies is well below 5%, which is well below compared to other
major industrialized countries. This ethnocentric staffing approach discourages
talented women and foreigners to aspire management careers in Korean compa-
nies. Second, while selected Korean HR practices have adopted US and Japanese
influence, the organizational culture has changed little during the past decades.
The corporate cultures of most Korean companies can be characterized by strict
hierarchies, collectivism, paternalistic leadership styles, and long working hours.
These traits are not compatible with a diverse workforce. In particular, strict hier-
archies are problematic for most non-Korean workers, who are used to flat hierar-
chies, discussions, and joint decision-making. For women taking care of children
and/or parents, long working hours are very difficult to combine with their other
duties. Further, these long working hours are not matched by pay and productiv-
ity. Korea ranks very low among OECD members for labor compensation and
productivity per hour worked (OECD 2020). This has implications for foreign tal-
ent attraction, especially for those from Western countries who are used to being
paid well for their time. Third, the corporate language of most Korean compa-
nies is Korean. However, Korean is not widely spoken outside of Korea. This
severely limits the communication with foreign subsidiaries, employees, suppli-
ers, and customers and limits the career opportunities for non-Korean managers.
Offering foreign language courses to Korean managers is not a sufficient solution.
These communication difficulties eventually lead to employee dissatisfaction and
employee turnover (Froese et al. 2016).
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Conclusion

Korea has enjoyed tremendous economic success. However, the continued inter-
national expansion of Korean companies and socio-economic changes at home
put severe pressures on the sustainable global success of Korean companies. If
Korean companies intend to continue their global success, change is inevita-
ble. Korean policy makers and companies should engage in concerted efforts to
modify the HRM system to embrace a diverse workforce at home and abroad.
Towards that goal, Korean companies can build on their HRM strengths (Hem-
mert 2020), i.e., systematic recruiting, emphasis on training, performance-based
pay and promotion, and work on their weaknesses (Froese et al. 2018), i.e., eth-
nocentric staffing, traditional corporate culture, and Korean corporate language.

While ethnocentric staffing strategies are common among companies with little
international experience, it is time for Korean companies to step up. Some Korean
companies have started to increasingly hire foreign talent in senior positions in their
foreign subsidiaries. In a next step, Korean companies should develop global tal-
ent pools, including both Korean and non-Korean talent, and develop them to top
management positions. Meanwhile, Korean government-related organizations have
increasingly hired women into important functions. Long-term staffing strategies are
essential to systematically recruit, support, and develop non-Koreans and women
into top management positions.

Although the tight corporate cultures of Korean companies were considered a
unique strength in the past, these are not compatible with an increasingly diverse
workforce. Korean companies should consider reducing hierarchies and be open
towards different mindsets. This would not only improve the satisfaction of employ-
ees with diverse backgrounds but also have the potential to spur innovation. The
Korean government has recently imposed a 52-h workweek system. This is a prom-
ising step to limit excessive work-hours and improve work-life balance of employ-
ees, thus allowing employees pursuing both careers and family life. Beyond govern-
ment regulations, Korean companies and managers should actively support women
(and others who hold additional family and household duties) to combine work and
life.

Several Korean companies have already started introducing English as a cor-
porate language but with mixed results. All globally operating Korean companies
should seriously consider introducing English as their corporate language. This
would improve communication with non-Korean clients, suppliers, and employees.
Most German and even French multinational companies have introduced English as
their corporate language. Granted, the general English proficiency in Korea is rather
low. Thus, the education system in Korea should further promote learning English.
Korean companies could gradually introduce English as the corporate language by
using English as selection criterion and providing English training, and the opportu-
nity to use English at work.
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