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Since the Korean financial crisis of 1997, chaebols that obliged to reform have
suffered from economic difficulties. They have contributed to the development of the national
economy, specially in the period of economic growth. But Korean conglomerates have
problems such as cross debt or debt ratios that are beyond sustainable levels in a crisis.
Korean automobile chaebols are also restructuring. Korean car firms stand at the crossroads of
giving up this industry or trying to find partners for strategic alliance.

Hyundai Motors was separated from the group (de-chaebolization), which has
financial problems. The death of Chung Ju-yung, founder of the Hyundai Group, accelerates
the speed of de-chaebolization. The group is divided into Hyundai Motors and three small
groups, which are confronted with a new business environment.  Hyundai Motor will no
longer have internal transactions with affiliated firms of Hyundai Group for finance,
technology, human resource etc.

Since Hyundai Motor merged with Kia Motors in 1999, Hyundai can concentrate on
the car industry. The largest carmaker in Korea will have an enlargement of market share, an
extension of business foothold in foreign market, a share of the product line and sales network
and more diversified products. We will study Hyundai Motor's de-chaebolization effects and
his new strategies.

DE-CHABOLIZATION OF HYUNDAI

Disaffiliation of Hyundai motor from the Hyundai group
Hyundai group's economic difficulties

Hyundai Corp. will drop from the post of the leading general trading company this
2001 year due to the disaffiliation of Hyundai Motors from the Hyundai Group. With $27.9
billion in exports in the year of 2000, the Hyundai Group’s trading arm has set this year's goal
at $15-16 billion. The sales target also revised downward sharply to 23 trillion won, about
half of the year 2000, and the operating profit goal was set at 92 billion won. Hyundai will
compete fiercely for second place after Samsung, with LG, which targets $14 billion won in
exports.



2

Hyundai Motors lowered export and sales goals; the company will directly handle the
exports, and will instead turn its attention to IT product shipments. Hyundai Motor led the
other domestic general trading companies with $22.1 billion in exports in 1999 and also
remained at the top in the year 2000, elbowing out Samsung Corp., which recorded $19.4
billion.

The fate of Hyundai will only accelerate the once largest conglomerate's collapse, and
further aggravate the difficult economic situation that the nation is now faced with. The key
enterprises, such as Hyundai Engineering and Construction and Hyundai Electronics, are still
suffering from liquidity problems. They can go bankrupt at any time without aid from the
outside. In fact, they managed to tide over the financial difficulties thanks to direct or indirect
support by other affiliates under the leadership of the founder.

The three subsidiaries of the conglomerate - Hyundai Engineering and Construction
(HEC), Hyundai Electronics Industries (HEI) and Hyundai Trust and Investment - have cash
flow problem. Hyundai Merchant Marine is also in trouble as it has been in the red in its Mt.
Kumgang tourism project. HEI's major shareholder Chung Mong-hun called on his elder
brother, Chung Mong-koo, Hyundai Motor Co. (HMC) chairman, to purchase 78 percent of
HEI's share in Hyundai Auto Net.

It is not expected that other healthy companies, like Hyundai Motors, will continue to
assist the ailing firms after the passing of the honorary chairman. It seems that comprehensive
restructuring is the sole way for the troubled companies to survive. Otherwise, they should be
allowed to go their own way under the principle of market economy.

Passing away of the founder
The post-Chung Ju-yung situation is quite different. The death of the pioneer

businessman should be an occasion for his children to be reborn as professional managers
who concentrate on transparent and sound management and place top priority on reform. The
passing away of Chung is certain to expedite the split-off of the Hyundai companies.
Although the group has been pressing ahead with related projects, starting in 2000, the
disappearance of charismatic experience will further prompt such separation.

A bulk of the late Chung's inheritance is expected to go to Chung Mong-hun, officially
the chair of Hyundai Asan, which currently channels the groups North Korean investment
projects. The ailing Chung agreed that most of Chungs assets, including his 15.5% stake in
Hyundai Engineering & Construction (HEC), should be given to Hyundai Merchant Marine, a
Hyundai unit in which Mong-hun is the largest shareholder. A will, claiming to be
undersigned by the deceased tycoon, was unveiled at this meeting and dictated such handling
of Chung's assets. Most of Hyundai's core subsidiaries owned by Chung Mong-hun have been
experiencing a serious liquidity crunch, including HEC, Hyundai Asan, Hyundai Electronics,
and Hyundai Investment Trust & Securities. The four units could go belly up at any time,
should creditors tighten their credit lines. In fact, Hyundai creditors are likely to toughen the
units' loan schedules with the group founders passing.

Although Mong-hun was declared the heir of his father, his subsidiaries have various
problematic points including the Mt. Kumgang project and the Hyundai Investment Trust.
Chung Mong-joon is also likely to go his own way leading three companies - HHI, Mipo and
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Samho Shipyards with some 12 trillion won in asset - at the end of 2001. Despite simmering
dispute among the siblings, the three sons must reconcile on the occasion of their fathers'
death. For Hyundai subsidiaries, it would be better for the three figures to maintain friendly
relations as it would also be helpful in generating a synergistic effect among them.

Finally, Hyundai’s crisis result from several reasons: debt ratios that are beyond
sustainable levels, political adventures of the founder, the high cost of the Mt. Kumkang
project, disputes between sons of the founder and his death.

Hyundai to split into three independent groups
Following the separation of Hyundai Motor, Hyundai Electronics is expected to

complete spin-off procedures before the end of the first half of 2001. Hyundai Heavy
Industries and its subsidiaries, the most lucrative subgroup of Hyundai, have already taken
such steps. Hyundai's financial units, including Hyundai Securities, have been in sales
negotiations with American International Group (AIG), the United States insurance giant.
Hyundai Group was split into the four distinctive groups of construction, electronics, motor,
and heavy industries by the end of 2000.

Figure 1. -  Hyundai’s de-chebolization

Various sister firms have ceased cross-subsidiary dealings entirely, which began
during the strife between the Chung siblings in March 2000. Chung Mong-koo, as the new
owner of the motor group, had refused to provide financial assistance to his younger brother
Mong-hun, when the latter's HEC was on the verge of bankruptcy August 2000. After
persistent requests from Mong-hun and other family members, the elder brother finally
rescued HEC. With his father no longer alive, Mong-koo will not easily extend support funds
to other Hyundai units.

One Hyundai unit has already become the scapegoat of these frigid family ties. Korea
Industrial Development, a Hyundai construction unit, declared bankruptcy in early March,
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and it was due to unsustainable debt and the callousness of Chung Mong-koo and Chung
Mong-joon, the largest shareholder of Hyundai Heavy Industries.

The Fair Trade Commission in April 2001, designated Chung Mong-koo's automotive
division, which was spun off in September 2000, from the Hyundai Group, as a large-sized
conglomerate. Chung Mong-hun's subsidiaries, including the HEC, Hyundai Merchant Marine
(HMM) and Hyundai Electronics (HE) are likely to face different destinies in accordance with
the outcome of the corporate restructuring. Hyundai Motor group, once classified as a
conglomerate, will consist of 16 affiliates including Hyundai Mobis, and Inchon Iron and
Steel with total assets of 35.7 trillion won, a figure, which will push Hyundai Motor to
become the fourth largest group in the business sector. Boosted by the increased status of the
Hyundai Motors, in addition to his role as the eldest son, Chung Mong-koo is expected to
assume the representing role of the entire Hyundai Group at least for the time being.

Hyundai motors’ re-organization
The Birth of the Hyundai Motors Group

The Hyundai Motors Group is constructing a new economic organization. The
company will have different relation with subsidiaries of the Hyundai Group than before.
Following Chung Ju-yung’s death, the Hyundai Group faces a maelstrom of ownership
restructuring among Chung's sons..

Following the so-called “Princes War”, in March 2000, the motor subgroup, which
included Hyundai Motors and Kia Motors, completed its separation in August 2000. Among
these future measures, the current spin-off of several subgroups is expected to move faster

Table.1. - The affiliated companies of Hyundai Motors (2001)

company category of business
Hyundai Motor Company
Kia Motors Corporation
Sammi Steel Co., Ltd.
NGV TEK. COM
Inchon Iron & Steel Co., Ltd.
Cheju Dynasty Co., Ltd.
KEFICO Corporation
Hankook Logitech Co., Ltd.
Korea DTS, Inc.
Hyundai MOBIS
Hyundai Space & Aircraft Company
Hyundai Capital Services, Inc.
Hyundai Power Tech Co., Ltd.
Hyundai HYSCO
Autoever.com
e-HD.com

Automobile
Automobile
Steel
R&D
Iron & Steel
Golf club
Automobile parts
Logistics
Transmission
Automobile parts
Aircraft
Financing
Transmission
Steel
e-business
e-business

Source: Hyundai Motors
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Change of ownership structure
Since the acquisition of Kia, Hyundai Motors’ ownership structure has largely

changed. The company is now dependent on big foreign automakers instead of affiliated firms
in the group. Daimler Chrysler became the largest shareholder of Hyundai Motor.

When Daimler-Chrysler buys an additional 5% share of Hyundai Motors, current
holdings are 10.5%, it will account for 20% of the total to emerge as the largest shareholder,
bypassing HHI and Hyundai MOBIS. Daimler-Chrysler currently holds 10.5% of Hyundai
Motors’ shares, and Mitsubishi, an affiliate of Daimler-Chrysler, holds 4.5% of the shares for
a total holding rate of 15 percent. Hyundai MOBIS holds shares in Hyundai Motors of 7.4%,
Chairman Chung Mong-koo has 3.7%, and the shares of the employees are at 7.8% for a total
of 18.9%. And under the contract for undertaking 10% of the shares, Daimler-Chrysler was
allowed to increase by 5% its shares within the coming three years. As a result, Daimler-
Chrysler is forecast to soon become the largest shareholder.

Figure 2. -  HMC's ownership structure
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 HM

 HEC

 HHI

 Chung
Mong-koo

 HDC

affiliated firms

HDC: Hyundai Development Company
HM: Hyundai MOBIS

7.4%

7.8%

3.7%

9.63%

3.56%

0.71%

 Employees

 HMC



6

It is an investment protection article requested by Daimler because they invested a
large amount of money (480 billion won). This implies that Daimler will receive the
management rights to Hyundai Motors in case doubt arises in the ability of the management.
Daimler's purchase of the additional 5% may take place when the domestic market share of
Hyundai automobiles has largely diminished or the export competitiveness of medium &
small cars is lower. Hyundai would also likely face stiff resistance from its foreign
shareholders if it agreed to the government's request. Observers noted that Hyundai Motors
would not be able to get approval for the plan as foreign shareholders possess more than 50%
equity in the company, including a 12% stake held by Daimler-Chrysler and Mitsubishi

THE EFFECT OF ACQUISITION OF KIA BY HYUNDAI

Improvement of performance
Announcing record profits for 2000 Hyundai Motor Company saw all aspects of its

operations rise dramatically during the year. HMC announced total earnings for the year of
US $ 14.5 billion - an increase of 28 per cent over 1999 - and net income of US $ 530 million
- more than 60% up on last year. With total unit sales up by 23% from 1,232,755 to 1,513,773
the earnings consisted of US $ 8.3 billion for domestic business - up by 29% - and US $ 6.2
billion from exports, an increase of 26% over 1999. Ordinary profit almost doubled.
Reflecting HMC's improved operational profitability, the ordinary profit figure for 2000 of
US $ 711 million was almost double the US $ 393 million performance of 1999. The pre-tax
income amounted to US $ 619 million - up by 58% over the 1999 figure of US $ 393 million.
The record result had been made possible by the increased focus on shareholder value, the
successful integration with Kia Motors and due the improved export sales performance. HMC
would continue to strengthen its financial position with ambitious targets for growth in 2001
despite slow-downs in many world markets.

Table 2. - HMC Financial Results for 2000

1999 2000
Total Unit Sales 1,232,755 1,513,773
Domestic Sales 594,977 692,694
Exports 637,778 821,079
Earnings 11.8 billion 14.5 billion
Domestic 7.0 billion 8.3 billion
Exports 4.8 billion 6.2 billion
Operation Income 719 million 1.04 billion
Ordinary Profit 393.1 million 711.60 million

Source: Hyundai Motors

Shares in Hyundai Motor Company will increase in value following the HMC Board
of Directors' decision to retire 11 million shares - 3.73% of the company's stock. The shares -
10 million ordinary shares and one million preferred shares - are worth approximately US$
138 million and an application to retire them has been submitted to the Korean Government's
financial supervisory commission. It is expected the process will be completed by March
2001.
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HMC is using surplus profit earnings to offset the cost of the stock at the same time as
paying an increased dividend to stockholders - up 20% over the 2000 dividend. The 2001
dividend will be 600 Korean Won per share as compared to the 2000 dividend of 500 Korean
Won per share. Shareholder value increased. The share retirement plan will result in increased
shareholder value as it will reduce the number of shares in circulation. The end result should
be an increase in price for HMC stock. Currently there are 229,088,701 ordinary shares and
the retirement of 10 million shares will reduce that figure by 4.37%. The retirement of one
million preferred shares from the current total of 66,202,146 will reduce that figure 1.51%.
All the stock to be retired is currently held by Hyundai Motors Company.1

Table 3. - HMC Financial Results for 1996-2000

                                                               Unit: Korean Won (million)
2000 1999 1998 1997

Sales in unit
Domestic
Exports

1,513,773
692,694
821,079

1,232,755
594,977
637,778

795,741
295,661
500,080

1,205,504
644,797
560,707

BALANCE SHEET
Assets
Current assets
Non-current assets
Total liability
Debt
(short term)
(Lon term)
Shareholders’ equity
Total asset growth

17,967,634
4,060,572
13,907,062
10,344,717
4,877,558
2,333,113
2,544,445
7,622,917
9.19%

16,455,978
3,766,222
12,689,756
9,262,981
,4,755,028
1,604,458
3,150,570
7,192,997
47.13%

11,184,516
2,736,439
8,448,077
7,994,542
5,188,529
1,523,653
3,664,876
3,189,974
11,82%

10,002,061
4,038,266
5,963,795
8,306,656
4,768,428
1,705,956
3,062,472
1,695,405
25,05%

INCOME STATEMENT
Sales
Operation income
Income before income
tax
Net income
Sales growth
Net earning growth

18,230,980
1,313,288
780,177
667,871
28.0%
61.2%

14,244,535
906,126
495,245
414,325
63.8%
net profit

8,698,028
367,077
-33,182
-33,182
-25.4%
net loss

11,661,984
812,416
46,629
46,482
1.5%
-46.5%

RATIO
Debt to equity
Return on sales
Earning per share
(KRW)

63.99%
2.66%
3,140

66.11%
1. 91%
3,697

162.65%
-0.38%
-896

281.26%
0.40%
1,056

 Source: Hyundai Motors

                                                          
1 Hyundai Motors
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The acquisition of Kia by Hyundai because of Kia's bankruptcy in 1996 changed the
two firms’ efficiency, scale and scope economies, parts supply units, and Korean car markets
structure and strategies for foreign market. Hyundai Motors and Kia Motors are expected to
register net profits of 600 billion won and 340 billion won, respectively, benefiting from
increased efficiency by their merger in 1999. One of the greatest accomplishments, the same
year, was the surge in the U.S. sales of the two carmakers, as well as image improvements
among American consumers. When Kia was merged by HMC, it seemed that Kia Motors
wouldn't be able to normalcy in five years. But, after one year, the company has gone into the
black and is perfectly normalized. Hyundai and Kia cars may run into challenges in 2001
from aggressive marketing from foreign rivals, including Japanese carmakers. Hyundai and
Kia cars aim to become a top-five global carmaker by the year 2005.

Share of production factors
Because of the acquisition of Kia, HMC could integrate its own organization, Kia and

Hyundai Mobis, a unified company for parts manufacturing and A/S. The largest car maker in
Korea has an integrated management system that is linked from productions and sales to after-
service. The R&D sections and sales sections are unified and are jointly sharing platforms
jointly for different models. Because Hyundai and Kia share several production factors, the
two companies could reduce production costs. To maximize the synergy effect, HMC offered
the Visto model, which has a common platform with its Atoz model, and the Casta model
from Hyundai MOBIS to Kia by OEM. One year of after merger in 1999, they made 700
thousands vehicles an increase over 1998 and Kia escaped from court management.

Supply unit
Hyundai MOBIS, an auto parts-making unit of the Hyundai Motor Group, took over

Kia Motors's after-service parts supply unit and now is the largest parts supplier in the
country. The unit includes Kia's 11 auto parts outlets, nine parts centers and overseas auto
parts outlets and 900 employees. The company expects sales from the newly combined 30
outlets to reach two trillion won ($1.65 billion) a year. The company still plans to operate the
auto parts supply units for Hyundai Motors and Kia Motors independently.

Platform
Hyundai Motors and Kia Motors are trying to integrate the platforms of their car

models. Lavita, the nation’s first multipurpose crossover vehicle shares a platform with the
Avante XD sedan. The two models use the same module and share essential parts. Kia Motors
chose the same platform for Carens (minibus) and Spectra (sedan). The New EF Sonata from
Hyundai and Optima from Kia have different designs, but they share the same platform. With
the integration of platforms, it seems that the two companies could cut costs 30-40%.

Hyundai's new strategies
Hyundai stresses extreme cost-cutting management and flexible management,

promising to delegate more decision-making powers to executives. The firm aims for the
development of top-quality vehicles that are free from troubles for at least five years.
Hyundai-Kia motors have some new strategies.

In the national market, Hyundai will import and sell the products of Daimler-Chrysler,
which is confronting its own difficulties in the world market. In Nov., 2000, Hyundai Motors
launch the nation's first diesel-burning sedans, carrying its self-developed diesel engine. The
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new diesel engine sedans also target Europe and other advanced markets imposing strict
environmental regulations on diesel fuel emissions. Hyundai Motor and Daimler-Chrysler
have agreed to establish a joint venture plant for commercial vehicles in the southwestern city
of Chonju in Korea. Hyundai and Daimler-Chrysler will each hold 50 percent of the plant.
And, Hyundai will present the newest sports concept car, NEOS(the New Evolution Open
Sports Car). NEOS has been planned and designed by Hyundai from the ground up at the
Hyundai Motor R&D Center in Japan and will be presented after 28 months of development.
The strategies of globalization and e-business are considered more important.

Strategies of globalization
North America

The Hyundai Motor Group is pushing to build a car-manufacturing plant in the
southeastern U. S. and start production in 2004. Hyundai Motors and Kia Motors have
tentatively decided to locate their 300,000-unit-per-year joint plant in the Southeastern United
States. And, Hyundai will sell its Atoz minicar through partner Daimler-Chrysler's sales
networks in Central American countries. In North America, the company is locating a joint
plant, but also selling its products with foreign partner's sales networks.

Europe
Hyundai Motors is considering producing its cars at Daimler-Chrysler's European

plant. In addition, Hyundai is also reviewing using DEBIS Co., a consumer financing
company owned by Daimler, when it sells its cars in America and Europe. Daimler, with
HMC, has offered to manufacture cars at its European plant, and Hyundai is considering the
proposal. The Nedca plant, located in the Netherlands, may be considered for production. In
relation to the partnership in financing, Debis recently proposed to use DEBIS's installment
financing when cars are shipped to America and Europe. Hyundai is reportedly considering
using DEBIS in a positive manner, since it has no consumer financing company in Europe.
Meanwhile, Hyundai and Daimler had a meeting in Tokyo, Japan, recently in relation to
sharing engines of passenger cars.

Hyundai Motors established Hyundai Asan Otomotive Sanayi (HAOS), a three-year-
old 50-50 local joint-venture plant with the Kibar Group of Turkey in September, 2000.
HMC is planning to expand its production lines for various models, after examining and
completing a feasibility study of the Turkish auto market. Furthermore, HMC is also
considering localizing the production of engines for the Accent model, in an effort to cut
costs. The sales of the Accent, which debuted in Turkey in March, 2000, totaled 12,603 units
up to August. Including the H100 van, Hyundai's car sales in the March - August period
amounted to 25,892 units, up 54 percent from the year-earlier period.

Asia
Hyundai Motors and affiliate Kia Motors jointly set up a Chinese headquarters in

Beijing in Dec., 2000, in order to advance more aggressively in the pan-Chinese market,
including Taiwan, Macao, Mongolia and Hong Kong as well as the mainland. They will soon
establish local manufacturing facilities in China to produce five kinds of vehicles -
subcompact cars, compact cars, vans, etc. Hyundai already has a joint passenger vehicle plant
with the Jiangsu Yueda Group in China. It has been building the Kia Pride but will soon
additionally produce the latest 1.3 to 1.6 liter sub-compact models from the Hyundai-Kia
range. With the joint operation, the existing facility will be developed to produce 150,000
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units per year from its 50,000 units by 2002, following the investment of $300 million.
Further development will step up the production to 300,000 units per year, which is the same
level of production capacity as Shanghai Motor, the biggest auto manufacturer in China at
present. The Chinese automotive market is expected to rocket as high as 50 million units by
2010 and penetrating into the Chinese market is essential for Hyundai to win a place in the
world's top automakers by 2010.

The company has sold a total of 180,094 cars since October 1998 when it established
itself in India. Its market share last year was 14.1% at 81,625 cars sold, putting it at number
two. Currently Hyundai Motors produces its Atoz and Verna models in India and plans to add
the new EF Sonata in the second half, aiming to sell a total of 103,000 for the whole year, up
26%. Hyundai Motors has exceeded the selling of 10,000 units per month in India during
March, 2001, with 10,008, for the first time since it started operations there three years ago.
The breakthrough figure was a 19% increase on February sales for 2001. Hyundai becomes
the second foreign concern to reach this target following the joint operation of Suzuki-Maruti.

Hyundai Motors is considering taking charge of the Hyundai Group's various projects
and business ventures in North Korea. The Korean government has been pressuring Hyundai
Motors, which was separated from the Hyundai group in 2000, to take over all inter-Korean
products from the Hyundai group and Hyundai Asan, both of which have faced a cash crunch
of late. Hyundai Motor has no plans to get involved in Hyundai Group's major investment
projects in North Korea, as they show no signs of generating profits. The company would
concentrate exclusively on its automobile operations. The government had asked Chung
Mong-koo to visit North Korea and launch discussions with Pyongyang for the purpose of
further developing Hyundai's various investment projects there. The refusal by Hyundai
Motor to get involved in the North Korean projects was made because the firm fears
weakening its global competitiveness in the auto industry.

Hyundai Motor will start local assembly of the company's large sedan model
Grandeur XG in Taiwan. Marketing of the model in Taiwan begin in April 2001. The
assembly of high class sedan models overseas represents Hyundai Motors’ first attempt at a
car of this size. Previous efforts were made into smaller models. The annual sales of
automobiles in Taiwan are estimated to be about 400,000 units. Hyundai reports that it sold
3,900 units made up of small and medium sized models, including the Atoz, EF Sonata, and
the Trajet XG. The carmaker ranked fifth among those who sell autos in the Taiwan market.

Starting 2001, Hyundai Motor will commence sales in the ultra-competitive Japanese
market. HMC is currently finalizing the preparations to challenge the competitive market,
holding various pre-marketing events.

In Australia, Hyundai's Accent model has been rated as the best car for repair costs in
crash tests conducted by the National Roads and Motorist Association (NRMA) insurance
group. Meanwhile, impressed with the Grandeur XG, it rated Hyundai Motor as a rival for the
likes of Toyota and Honda.

In sum, Hyundai is emphasizing localization in Asia and exportation to other
countries. In North America, the company is pushing to build localized plants.
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E-business strategies
The importance of e-business (BtoB, BtoC) in the car industry is greatly increasing.

Hyundai Motors carries forward e-business strategies in three parts: BtoC, BtoB and mobile
office.2

BtoC
In BtoC, the company provides consumers with information about products and

special services such as insurance, financing, and payments by installment. Customized
information about new cars and used cars are offered. It is the point of BtoC business that the
firm provides costumers with information on the vehicle's life cycle. The BtoC business of
HMC includes not only on-line sales, but also total services from purchase, financing,
insurance, and maintenance to scrapping of cars. Hyundai, which is linked with other
carmakers, aims to provide information to compare car prices and to realize a portal site that
is specialized in automobiles.

BtoB
In BtoB, general materials, manufacturing materials and parts for A/S are transacted

by on-line. General materials are purchased by on-line IPMS (Integrated Purchase
Management System). Production plan and ordering information about manufacturing
materials and parts for A/S are communicated to parts suppliers by Extra-net. Until the middle
of 2001, the company will build up an e-marketplace, which is linked with other e-
marketplaces. By the introduction of efficient SCM (Supply Chain Management), the optimal
quantity of parts required is found. Hyundai will build a common logistics system and supply
chain that cuts production costs and minimizes production cycles. SCP (Supply Collaborative
Planning) Pilot will be realized in the first half of 2002, and applied to all of suppliers. For
this pilot, Korea Network Exchange for the automobile industry, which is currently being
built, will be positively utilized. After all, the building of an e-market place and SCM reform
of the production process can create the opportunity for new business. Hyundai and its
suppliers can cut purchasing costs, logistics costs and lead-time, and maintain  optimal stocks.

E-business by Mobile Internet
In the e-business for mobile office, an automobile is considered like an office. The

mobile office system that will be commercialized in the year 2002 provides traffic
information in real time for drivers. With the internet network of the Automobile Information
Center, Customers can get news, informations about the stock market, exchange rates, gas
station locations, the shortest route and traveling, etc., and use e-mail and fax. Hence,
Hyundai Motors will provide more and more needed information to customers by mobile
Internet. When the mobile Internet, which is linked with the voice recognition technology, is
generalized, even the customers who can't use Internet will also get necessary information.

HMC expects that the e-business will greatly cut production costs, marketing,
distribution and logistics costs. And the on-line transactions will reduce product stocks and
shorten production cycles.

                                                          
2 KAMA
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CONCLUSION

Korean chaebols revealed their weak points in the economic crisis. It seems that
Hyundai Motors, separated from the Hyundai Group, became more stable in the crisis, but no
longer has synergy with affiliated firms in the conglomerate group, as before.

At the turn of the new millennium, the first generation chaebol founders are giving up
their place to the second generation. The passing away of Chung Ju-yung , the founder of
Hyundai, is certain to expedite the split-off of the Hyundai companies. Kia Motors is
normalized one year after the acquisition by Hyundai. Hyundai and Kia integrate productions,
supply units, platforms, R&D, sales, and servicing. They have shown quick growth due to the
synergy effect.

Hyundai Motors will not depend on internal transactions with affiliated firms, but
rather on external transaction with foreign firms. The company has chosen localized
globalization strategies to localize through joint-ventures with partners in big global markets.
HMC's e-business will greatly cut production, marketing, distribution and logistics costs. And
on-line transactions will reduce product stocks and shorten production cycles.
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