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“A True Parent-Centred Society”
Is organisational isomorphism sufficient to explain managerial behaviour in the Korean Chaebols?
Introduction
Chaebols were at the heart of the industrial transformation in South Korea and were widely praised as the engine of the Korean success story, which threatened Western economies and rivalled even the mighty Japanese machine. However, after the Asian Crisis of 1997, the chaebols failed dramatically, dragging much of their national economy down with them.

‘Organisational isomorphism’, used by institutionalists to describe the homogenisation of organisations which face the same external environmental conditions, is a model frequently referred to when discussing chaebol behaviour. The monolithic, zaibatsu-esque Korean chaebols are very alike, reacting to their environment in much the same manner. Pre-1997 this was a successful tactic, but after the Asian Crisis it was a fundamental weakness, in part due to their inability to change. Indeed, at first they appeared to be adopting Western managerial styles and were perceived to be making a recovery, but it was later revealed that they had slid back into their old ways.

Organisational isomorphism has been criticised for not clearly explaining reasons for this phenomenon, implying an underlying, unaccounted-for complexity. Many of the theorists who have tried to capture chaebols in a single analytical framework seem not to have gone further to try and uncover the firms’ seemingly illogical behaviour, such as their institutionalised rules and diversification strategies. This essay will consider the arguments explaining the actions of these Korean giants, using the academic perspectives. It will be observed that theories are insufficient to understand the chaebols’ behaviour and so an examination will follow of Korean managerial decision-making in relation to socio-cultural factors.

The first section considers the literature, with Amsden (1997), Ahn (2001), Chen (2004) and Lee (2004) discussing the context, structure and managerial behaviours of chaebols.  Dimaggio and Powell (1983) consider explanations involving coercive, mimetic and normative isomorphism, with backing from institutionalists Meyer and Rowan (1991). Ghosal (1988) and Song and Cho (1998) give chaebol-specific examples demonstrating the legitimacy of isomorphism, while Oh and Park (2001) offer alternative theories in relation to chaebols, including transaction-cost economics. From the cultural perspective, Hassan (1990) and Ritchie (1991) examine the behaviour of the Korean-based cult, The Unitarian Church, or the “Moonies”, which reveal some striking similarities to chaebols that thus far seem to have gone unnoticed by academia.
The next section begins to explore the arguments in depth, with a discussion of managerial behaviour specifics in Korean chaebols in relation to current academic theories. Although they differ, they agree unanimously on the importance of external factors on business functions.

The third part of this essay will draw comparisons between chaebols and the Moonies, observing their common cultural characteristics, including family structure and religious influences, to further explain managerial behaviours.
It will be concluded that, to understand managerial behaviour in Korean chaebols, one must augment academic theories with social factors, particularly as illustrated in the Moonie cult.

Literature Review

The uniqueness of chaebols calls for a close examination in order to understand their internal workings. Amsden (1997) and Ahn (2001) discuss chaebols in relation to their context, describing them as highly state-protected, family-owned creations of a government committed to expansion.
Chen (2004) compares these government-guided firms to Japanese zaibatsu, analysing their structure and focusing on their recruitment practices, motivation, and diversified business strategies. The peculiarity of their decision-making is pointed out, such as copying one another and only superficially adopting Western structures after 1997, though the reasons for which are given only limited attention. Lee (2004) considers managerial behaviour from the workers’ perspective, reporting that their poor treatment, perceived corruption of top management and inefficient business processes are still very much in existence.


With regards to academic theories, institutionalists DiMaggio and Powell (1983) discuss three types of isomorphism: coercive, such as government-enforced rules; mimetic, where companies copy others which have successfully coped with the same environment; and normative, including professionalism, which considers cultural issues. The authors argue that organisational isomorphism, in contrast to competitive isomorphism, occurs to prove legitimacy, rather than to increase efficiency. Meyer and Rowan (1991) agree, claiming that many organisations incorporate institutionalised “ceremonies”, enforced formal rules, which can and do inhibit efficiency.
Specifically looking at chaebols, Song and Cho (1998) and Ghosal (1988) fervently argue for the case of organisational isomorphism in explaining managerial behaviour. Ghosal observes homogenous methods of environmental scanning, no matter the industry, while Song and Cho study chaebol managers’ reasons for unrelated diversification strategies with regards to isomorphism. Both studies conclude that institutionalism, particularly organisational isomorphism, sufficiently explains managerial behaviour.
Unlike the above authors, Oh and Park (2002) take a balanced multi-perspective approach, evaluating various strategies and structures in addition to isomorphism, including neo-classical economics, agency theory and, most significantly, transaction-cost economic theory. They posit that transaction-cost economics adds to institutionalist arguments in its predictions of firms’ movements as determined by personal relations and availability of technology. The authors also state that mimetic isomorphism is limited when technological uncertainties are high, which directly contradicts DiMaggio and Powell’s (1983) argument. 
The problem remains of why certain managerial behaviour in chaebols is unique to Korea. Institutionalism provides a general answer that culture and society have a significant role to play. Following the above theories is an examination of cultural elements and another organisation specific to Korea. Hassan (1990) and Ritchie (1991) dissect religious cults, focusing on the Korean-founded Unitarian Church (also known as the “Moonies”, after its leader, Sun Myung Moon). There are remarkable similarities between the Moonies and chaebols in their agents’ behaviours, from family-ownership and control to indoctrination, institutionalised rituals and deception. Using the cult as an analytical tool to gain insight on chaebols’ movements will reveal additional cultural factors. These include a tendency to form large family groups run by an authoritarian father figure, combined with an ecology of religions, including Confucianism, Christianity, Buddhism, and Taoism.
“All models are wrong…”

As a part of the industrialisation of South Korea, the government in the 1970s offered credit to those firms which expanded and diversified into the industry of the government’s choosing, particularly heavy and chemical industries
. Amsden (1997) marks this event as the birth of the chaebols: massive, fast-growing conglomerates, diversifying into any industry which resulted in maximum funds from the government. 
Modelled on the Japanese zaibatsu, Chen (2004) observes that both are family owned and (invariably) controlled, meaning that they have a centralised, paternalistic leadership style. There is also a high degree of formalisation, evidence of corruption at the top and an organisational tendency for diversifying. (fig.1).
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Chen (2004) focuses on specific behaviours, such as the recruitment process, involving the evaluation of candidates based on relations of blood (hyul-yun), region (ji-yun) and school (hiahk-yun)
. They are also judged on how they maintain group harmony. It is also noted that, although Koreans work very hard, they are quite extrinsically motivated, wanting pay and promotions over a sense of achievement. This is reflective of the management’s poor treatment of the workers, as Lee (2004) observed, making them work very long hours and evaluating them on their personal connections and seniority, rather than their performance. At a higher level, managers have created fraudulent accounts and subsidiaries have bought each other’s shares in order to boost the appearance of their firm’s performance in the eyes of the government. 
These behaviours were noted even after the 1997 crisis, when chaebols were supposed to have reformed to more Western methods. Indeed, Lee’s study of 2004 shows the workers’ awareness of their continuing maltreatment and the corruption and cronyism of top management. This lack of change is observed by Chen (2004), who notices that, even after the government deregulated the financial sector and encouraged firms to specialise, like suicidal lemmings “leaping en masse off cliffs”
 they all continued to diversify, even to their demise.

The lemming metaphor is an apt description of organisational isomorphism, which has been defined as, “a constraining process that forces one unit in a population to resemble other units that face the same set of environmental conditions”
. As already noted, Institutionalists DiMaggio and Powell (1983) recognise three types of institutional isomorphism: coercive, mimetic, and normative.
 Coercive isomorphism derives from government intervention, such as chaebols diversifying in order to receive financial support. This is supported by Song and Cho’s (1998) study of institutional motives for chaebols diversifying. They conclude that coercive isomorphism is the key driver, as managers diversify for monetary gain. Chen’s (2004) comments on extrinsically motivated employees, adds weight to this argument.

Firms employ mimetic isomorphism to cut costs and to prove their legitimacy, particularly in times of technological uncertainty. For example, Ghosal (1988) attributes mimetic isomorphism to the homogeneity of environmental scanning methods by Korean firms; Samsung created a successful model, which was rapidly adopted by the other large chaebols. It is also interesting to note at this juncture that mimetic isomorphism explains to an extent why chaebols only superficially adopted western managerial methods post-1997. Korean firms faced different environmental conditions to those in the West, so they had a greater tendency to imitate each other, rather than foreign organisations. This may also have been affected by cultural factors that included other Korean firms as a part of a wider ‘family’.

Normative isomorphism, such as professionalism leads to the recruitment of workers from the same background and world views. Kanter (1977) describes this homogenising isomorphic behaviour as a “homosexual reproduction of management”
. This resembles Chen’s (2004) description of the recruitment process at chaebols. Chen (2004) also notes how new recruits are also given in-house training that includes “socialisation”
, to further align their psychological tendencies with that of the chaebol, and which encourages a suspicion of outsiders. In support of this, Meyer and Rowan (1991) argue that these behaviours are examples of corporate “ceremonies”, which are reflections of “widespread understandings of social reality”
. A more detailed discussion of socio-cultural influences will be discussed in the next section of this essay.

In contrast to the institutionalists, Oh and Park (2002) take a multi-theoretical approach in considering reasons behind managerial behaviour in chaebols (fig.2). 
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Four theories on three organisational variables. 

Taken from Oh and Park (2002) ‘Shooting at a Moving Target: 

Four Theoretical Problems in explaining the Dynamics of the Chaebol’


The authors explain that, while institutionalist theorists argue for state intervention, neo-classical economists believe it should be minimal, blaming state regulation for the failure of Korean firms. Indeed, tax breaks from the government encouraged chaebols to diversify and expand, but Chen’s (2004) observation of the firms’ high debt to equity ratio suggests that the chaebol’s financial dependency on the state eventually contributed to their downfall
.

All four theories agree that chaebols run on a basis of distrust, which supports Chen’s (2004) observations of the recruitment of homogeneous workers, reflecting a suspicion of outsiders. Neo-classical and agency theories recommend arm’s length relations, particularly in the case of agency theory, where a big issue facing the principle-agent relationship is information asymmetry. Transaction-cost economists, however, believe in building close relations and institutionalists encourage the controlling of firms with which to do business. It seems that both of the latter theories explain some managerial decisions, including recruitment and promotions based on personal relations and doing deals with affiliates only, including buying each other’s shares.

Finally, the four theories offer differing suggestions for tackling issues of technological uncertainties. Transaction-cost economics argues that the type of technology available affects the form of the company and institutionalists give mimetic isomorphism as a method for dealing with uncertainty. 
Oh and Park argue that transaction-cost economic theory is more the sound from their observations of the semiconductor industry. For example, buying technologies from Japan, it appears that chaebols do not diversify until after they have the technologies, implying that the type and availability of the imported technology dictates the chaebols’ diversification strategies. Samsung, Hyundai and LG followed each other into the semiconductor industry (suggesting mimetic isomorphism), but LG failed, selling its share to Hyundai. According to Oh and Park, this suggests that mimetic isomorphism is limited if technological uncertainty is high, which directly contradicts the organisational isomorphism argument. However, the other theories do not provide any alternative explanations.

Deming is quoted as stating “All models are wrong, but some are useful”
 and in this case it can be seen from Oh and Park’s study that all of the theories were “wrong”, but transaction-cost economics and organisational isomorphism are useful in explaining chaebol managerial behaviour.
“We shall build a True Parent-centred society”

This essay has covered various academic theories, each of which has provided either a case study or analytical framework to illustrate its point, yet none so far have been sufficient for the task at hand. One of the problems is that businesses occur globally and, as many of the theorists appear to be of Western origin or education, it may be too easy to apply rationalist Western beliefs to eastern Korean firms. Chaebols’ movements have been closely analysed but these have generally been concluded as illogical, without offering sufficient explanation. Institutionalism, however, poses that firms are affected by external forces, particularly that of society. Thus an analysis follows, using a framework suitable for understanding Korean culture. The framework takes the form of an examination of the Unitarian Church, a cult also known as the “Moonies”.

Founded after the Korean War in 1954, Hassan (1990) states that Sun Myung Moon claimed Jesus had told him that he must finish what Jesus had begun and unify the world under one religion. Korea has numerous old and new religions, many of the recent ones combining Confucianism, Buddhism, Taoism and Christianity
 — the Moonies are no exception. A splinter group of Christianity, the cult features concepts such as monotheism, the Messiah, Jesus and Satan. 
Families in Korea are traditionally very large and run by the head male in a paternalistic fashion
. The Christian god-like masculine figure works within this framework, as do Confucian principles of maintaining in-group harmony within a hierarchy. In addition, a hierarchy (of mental states) is a mark of Buddhism, as is harmony, also a key element of Taoism
. Indeed, Moon’s focus is on expansion and emphatically encourages in-group harmony, while ruling as a Messiah over his followers, referring to himself and his wife as “True Parents”. 

Chaebols are also influenced by these same cultural mindsets, including the growth-orientated family-centred business, where the dominant family male at the top of a hierarchy, has almost unlimited power and to whom his subordinates are loyal. Lee (2001) briefly mentions a culturally-related problem he had in attaining information from chaebol workers. They were very loyal to their company and to criticise superiors would be a sign of disrespect and a disruption of group harmony. Chen (2004) observes that while in Japanese companies there is a sense of mutual obligation between unequal partners, in Korea the obligation lies only with the employees to serve their superior.

To enforce these cultural rules, Hassan (1990) discusses the indoctrination procedures of the Moonie cult, where a recruit undergoes a kind of brainwashing. Their mental state is changed to one that encourages utter, unthinking devotion to Moon and the cause of the Moonies. This is similar to Chen’s (2004) recruitment evaluations and in-house training, and particularly Ghosal’s (1988) term “socialisation”. Although candidates for chaebols are chosen on their prior inclination for maintaining in-group harmony within a hierarchy, they are further indoctrinated to not think for themselves and live only for their company.

A distrust of outsiders appears to be an additional Korean trait, another reason for building and maintaining large groups. Indeed chaebols were created and first pressed to diversify into heavy and chemical industries by the government, in part, to protect themselves from North Korea
. In addition, managers hire only people who think like those on the inside, and diversify and expand, according to institution theory, to increase power and reduce uncertainty
. Hassan (1990) and Ritchie (1991) discuss how the Moonies train people to be afraid of the outside world, claiming that Satan will get them. This encourages further loyalty to the cult and prompts fervent action for its expansionist cause. This in part explains the reason for continuing chaebol diversification after the government withdrew its support. Managers were indoctrinated to promote expansion through diversification and when they were no longer protected by the state, they responded to this increased uncertainty by diversifying further, as expansion is culturally associated with safety.

Finally, this distrust of outsiders and an almost desperate need to feel safe and secure means deceit and corruption is common practice for both Moonies and chaebols. Hassan (1990) states that Moonies exaggerate their membership numbers and gain recruits and money from the general public using a false, innocuous-sounding name
. They believe that the end justifies the means and if the outside world is evil then lying is a necessity in order for them to survive. This is also true of chaebols, including the altering of accounts and bribery to appease the government, or superficially adopting western managerial methods, while continuing as normal underneath.

It seems that the particular cultural mix found in South Korea makes organisations particularly susceptible to cult-like behaviour and so the Moonies analysis can be utilised with academic theories to more fully understand chaebols. The maintenance of a large family-based group, for example, and reasons for formalisation, corruption and diversification as observed in transaction cost-economics and institutionalism can be explained in relation to Korean culture, using the lens of the Moonies cult. 
Conclusion
Family-based chaebols display a number of peculiar managerial traits, including a paternalistic leadership style, diversification before and after the deregulation of the financial sector, formalisation resulting in efficiency inhibition, and corruption of top management. Academic theorists, including institutionalists, neo-classical economists, agency theorists and transaction-cost economists have attempted to explain observed behaviours, but with limited success. Deming states that "all models are wrong, but some models are useful"
 and it is true that institutionalism and transaction-cost economics work together to provide a useful analysis for understanding chaebols. However, they fail in terms of sufficiently explaining why and how specifically Korean managers behave the way they do.

Institutionalism states that culture and religion are influential factors in the running of the workplace and so a study of a uniquely Korean organisation, which is more closely linked to its culture could help reveal some answers. The Moonies are a religious cult, which shares a surprising number of characteristics with chaebols. Using the Moonies as a framework facilitates further understanding of the Korean firms in terms of culture and religion.

In conclusion, academic theory, let alone the institutionalist concept of organisational isomorphism, is insufficient by itself to explain managerial behaviour in Korean chaebols. It is better to combine this with analyses of culture particularly that of the cult, as this gives a more rounded explanation for the seemingly illogical decisions made by chaebol leaders.
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