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E 5. vt ISR U @ +EY EAl
(BW1F)
974 98y 99 20004 2001 20029 20034
g = 1,512,935 | 779,905 | 1,273,029 | 1,430,460 | 1,451,450 | 1,622,268 | 1,318,312
T (-8.0) (-48.5) (63.2) 12.4) (1.5) (11.8) (-18.7)
A A 1,316,891 | 1,362,164 | 1,509,660 | 1,676,442 | 1,501,213 | 1,509,546 | 1,814,938
= (8.8) (3.4 (10.8) (11.0) (-10.5) (0.6) (20.2)
b = 215,684 | 223,986 | 410,365 | 573,355 | 583,608 | 628,960 724,459
7.0 (3.8) (83.2) (39.7) (1.8) (7.8) (15.2)
. EU 345,335 | 443,603 | 485,545 | 471,453 | 409,015 | 375,707 491,018
T = (21.7) (28.5) 9.5) (-2.9) -13.2) (-8.1) (30.7)
9 » 182 6 0 340 1,874 3,446 2,188
(-31.8) (-96.7) (-100.0) ) (451.2) (83.9) (-36.5)
A 8 755,690 | 694,569 | 613,750 | 631,294 | 506,716 | 501,433 597,273
4.3) (-8.1) (-11.6) 2.9 -19.7 (-1.0) 19.1)
. 7,358 656 1,235 2,500 2,283 3,922 4,328
(-13.7) (-91.1) (88.3) (102.4) (-8.7) (71.8) (10.4)
Af& 0.48 0.08 0.10 0.17 0.16 0.24 0.32
HEU 10,135 1,560 3,317 6,172 9,843 19,151 20,486
(-26.6) (-84.6) (112.6) (86.1) (59.5) (94.6) (7.0)
e 0.66 0.21 0.26 0.43 0.67 1.16 1.51
g 898 298 630 1,693 3,526 5,876 6,235
%9 (-13.5) (-66.8) (111.4) (168.7) (108.3) (66.6) 6.1
AH& 0.06 0.04 0.05 0.12 0.24 0.36 0.46
A g 1,740 471 493 803 986 1,452 3,382
(-2.2) (-72.9) %)) (62.9) (22.8) 47.3) (132.9)
4 0.11 0.05 0.03 0.05 0.06 0.08 0.26
A 20,131 2,985 5,675 11,168 16,638 30,401 34,431
(-19.9) (-85.2) 90.1) (96.8) (49.0) (82.7) (13.3)
ARg 1.31 0.38 0.44 0.77 1.13 1.84 2.55
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“While Korean auto exports to the U.S. market
hit record levels in 2003, the sales of foreign autos
in Korea totaled 19,461 vehicles which represented
only 1.9 percent of the Korean market. In 2003,
U.S. exports to Korea totaled only 4,100 vehicles.
The United States continues to strongly urge Korea
to take additional meaningful actions to open the
automotive sector, including elimination or reduction
of Korea's eight percent tariff on automobiles. The
priority the U.S. government places on Korea's
effort is to develop and implement a plan to re-
structure and simplify the automotive tax regime in
a manner that enhances market access for imported
vehicles”(2004 USTR Annual Report on Foreign

Trade Barriers to U.S. Exports, www.ustr.gov).
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Abstract : Foreign direct investment (FDI) by firms has various motives in terms of the strategy
for firms’ long-term growth. This research uses the case study of Hyundai Motor Manufacturing
Alabama to analyze the motives of the Korean auto industry’s FDI in the U.S. and the locational
factors that determined the selection of the site. This paper starts from the question of why
Hyundai made the decision to invest in the U.S., which is not favorable in terms of production
cost, especially considering that its exports to the U.S. have been on the increase. The results
indicate that the strongest motive for the decision to invest in the U.S. was to ameliorate the
trade friction between Korea and the U.S. Given that Hyundai depends on the U.S. market to a
large extent for its exports, the foremost motive was to use local production in order to reduce
the serious trade imbalance in the automobile sector between Korea and the U.S. in order that
trade friction with the U.S. may be avoided and causes for trade disputes may be reduced. Other
motives such as improving the access to local consumers were of secondary importance. After
the selection of the country in which to invest, however, various factors were considered in the
decision regarding the location of the plant, and incentives by local governments ultimately
played a key role in this decision. The results imply that the Korean manufacturing industry's
investment in the U.S. cannot be explained by traditional FDI theories and instead was greatly
driven by a strategic defensive motive. In addition, the results confirm that the design of an
appropriate incentive structure by host governments is important for attracting FDIL.

Key Words : FDI, auto-industry, Alabama, trade friction, incentive structure



