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ABSTRACT

Purpose: This study compares quality crisis and management at Hyundai Motor in the late 1990s and Toyota
Motor in the late 2000s. We can expect to induce more meaningful policy implications in quality management
from this in—depth comparative case study.

Methods: This study compares two cases at Hyundai and Toyota Motor how to overcome quality crisis
based on the OESP (Organization—-Environments—-Strategy— Performance) model.

Results: Hyundai Motor shows centralized approach based on the asymmetric organizational culture and the
entrepreneurial leadership but Toyota shows decentralized, systematic approach based on the steady state
leadership and symmetric organizational culture. The CEQO's leadership have proved to be one of the important
factors at both companies.

Conclusion: The effective quality management in global contexts has become more and more difficult for
the ‘complexity explosions’ in automobile industry. As a consequence, the future competitive edge of world

automobile industry will come from the effective quality management of products in global contexts.
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T QERE 19379 FgiEo] 2008 AlAl Hdl AsAF ALk SAPE Helom doiabe 196749 A gE o] 20081
AA AsAF 571 o2 Aol B el 19379 WAkl S ez o2 sto] A Y=ol ddixk= 1967
d ddAds REE et ke dA F9AU] mathid Zat A A AHsAF Ak 1)
718122 Eat) 2t 232 TS AA 34 ol7|Q =aurt 20089 69 FHYsk] HuAdA A T
o} Auiaks AAA AT 349, 19679 o] F 1999374 ZH9-& ol A 317 18]ar 2000 € A
T3] A wokeal glom 3uf Ao F3|ige] Ao Fojste AdrAS skl stk
EQER= 1937 Y olef 1950 29 $171E A 542 S5% o 1960 ] 'RE o] Alo] (=}
AFshoz TS FAoR BAsSITh 19708 1,23 AAA S 91712 Bl Al oA dAnj7) =2 &
© o7
T FAY AsAE A=A AEte] AAIE A7) AlFsktHHyun 2007, 88-91). =S ERYAREAL
1980t} FHHRH wl= MITA 255 & AAASAAIEATFZ2 I3 (AMVP International Motor Vehicle
Program)®] & d7thdel ¥0aL, 1990w o] % AlAl A-sAtdAle] S iAol Har Avk(Hyun
2007, 85). <Table 1>914 ®Bo] 2012 EQEF= 9397 6 WS Bujsto] A7 19 710l I8k on, Ay
-7]ob= 7029 E wufste] A Q) Fanbal, 22—k ojo] AlA] 591 AEAk 7194l AT

Table 1. Sales of Global 10 Automobile Companies (2010. 2012) (1000units)

Name 2010 2011
1 Toyota 8,126 9,396
2. GM 8,102 9,108
3. V.W 7,270 9,015
4. Renault-Nissan 6,760 7,349
5. Hyundai-Kia 6,030 7,020
6. Ford 4,985 5,398
7. Fiat 3,853 4,263
8. Honda 3,560 3,818
9. Peugeot-Citreon 3,563 2,974
10 Suzuki 2,518 2,856

Total 76,638 84,012

* Data, KAMA (Korea Automobiles Manufacturers Association), 2013 Korean Auto Industry Statisticsa
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Table 2. Comparison between Hyundai and Toyota Motor

Hyundai Motor Toyota Motor
Year of Birth 1967 1937
Mother Company Hyundai Construction Toyota Spinning Company
Governance Korean Control Firm Japanese Control Firm
Chung, Mong-Koo Akio Toyoda
Resume 2nd Generation 3rd Generation
Since 2000- Since 2008-
CEO ; ; ;
. . Consulting Firm in USA,
Automobile Maintenance, . ..
Career : Production and Purchasing in
Container, SUV
Toyota Motor
Sales Units 7,020 (World 5th) 9,396 (World 1st)
(1,000 unit) ’ ’
Sales (Bil. $) 75/ 116 275
Performance | Operating Profit 75 /106 13.3
(2012) Bil. $)
Operating Profit
Ratio (%) 10.0 / 9.1 4.8
Brand Value* +
2013 (Bil. $) 9.0 (No. 43) 35.3 (No. 10)

1) Sale, Profit: Hyundai / Hyundai+ Kia
* Data © KAMA CEO Report 2013-4, Interbrand 2013, (Hyun, 2013)

3. ddizlet =aee] F279

Asasol Al BERAF S T L8 he 4, Q7 AFAETORE 1 TR 7158 (pivot ele-
ment) 24 713 F83 AL EHo|tHCooper, 1995). AFEAEAH7F AE7]19<] J.D Power Data AssociatesAf
T 1985 H AAEA7EE e ], vlwelA duljE e At A 2754, WTAEE, AEAE
A oR FEete] AAA R FAste] Wxastal vk A7 EFAIQS: Initial Quality Study)< 7HE Ee &
S AREA AR F3L F 371 Bt OOFHOHH AL Al7)ekE ARFR F4S Wrketh 1985 A A
1QS 7k= 19984 1QS-2, 20061 1QS-30.& L= it W4 F&(VDS: Vehicle Durability Study)- 412}
3% 39 5o 2] A5AV) AEseE 4 7&—’?0]‘3} AEAZZA(APEAL: Appearance, Performance, Execution,
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+ 20139 52719 Brand Value (Bil. $): No.1 Apple 98.3, No.2 Google 93.2, No.3, Coca Cola 79.2, No.8 Samsung Electronics 39.6
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Table 3. 1QS(Initial Quality Survey)

s an

(defects per 100 vehicles)

Compare Compare with

/Average /Toyota Average)
1985 247 135 - - - - 0.55
1987 166 125 315 - 1.90 2.52 0.75
1988 171 121 229 161 1.34 2.03 0.70
1989 148 117 178 122 1.20 1.52 0.79
1990 140 - 230 166 1.55 - -
1991 133 90 235 - 1.77 2.61 0.67 Since
1992 1256 30 193 - 1.54 2.35 0.66 1985 1QS-1
1993 107 74 194 - 1.81 2.62 0.69
1994 110 69 193 - 1.75 2.79 0.63
1995 103 74 195 295 1.89 2.63 0.72
1996 110 80 146 349 1.46 1.81 0.72
1997 86 64 128 275 1.48 2.00 0.74
1998 176 162 269 362 1.53 1.66 0.92
1999 167 153 194 333 1.16 1.26 0.91
2000 154 118 203 251 1.32 1.72 0.76
2001 147 121 192 267 1.31 1.58 0.82 Since
2002 133 111 156 212 1.17 1.14 0.82 1998 1QS-2
2003 133 121 143 168 1.07 1.18 0.91
2004 119 104 102 153 0.86 0.98 0.87
2005 118 105 110 140 0.93 1.05 0.89
2006 124 106 102 136 0.82 0.96 0.85 5
2007 | 125 | 112 | 125 [125 1.00 1.12 0.90 20061%65—3
2008 118 104 114 119 0.96 1.09 0.88
2009 108 101 95 112 0.88 0.94 0.93 (Toyota Recall)
2010 109 117 102 126 0.93 0.87 1.07
2011 108 101 108 113 1.00 1.06 0.93
2012 102 88 107 107 1.01 1.21 0.86
2013 113 102 106 106 0.94 1.03 0.90

IQS :Initial Quality Survey : Defects per 100 new vehicles during 3 months
Data: J.D. Power, Initial Quality Survey
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84 (urn around)3h= A H AFoIAth ol 2A Arhah= 19904t % FARNLES Aehan] AAEA
o

B7bol A 2007 d7HA] EQERE TR AR B3RS 39 oA 20049l 7] GAdEGITh diAb= 2007 o]
T AAZ7 ARG A A 22 L0(@UAR A ) el WS fAEA FES kg ststar vk
<Figure 1> dthatel = QEke] IQSEkell thh A= A7k Bojx|a ik, dAhabe 23] F23FEs A7
ot 20040l 7hAoF Ml 24 A o)} FATFES BT F AT o9k B2 SRR AHE A
Zpe] M A FEFS 1998 8uF 230 dlel|A] 2004 el = 857 3X U2 AA| Fowrh At FHAGL F
A7 SAEFRAE ->71974488 H>AAAAE R ddHuA doate] BHe B daAleat kgl 2
?<4°ﬂ =A% ARMAF qe5 Al HArk AFeAFAA M= FE ol dFH 5id Et AL Fow 1 7|jle] B
E7HA7E dH L, o]Ale] vA] 5 AGHE At Bzt S e dujrt solus o] Enk 7H Aol

*@7&}% olok7]7} AtHKim, 2007, 46).

=00

1558 10Q5-2

oD
180 HODE 153 '_":;;
Figure 1. 1QS Trend of Hyundai and Toyota Motor
Table 4. Trend of Brand Value of Hyundai Motor
Year Rank among World 100 Brand Value (Bil $)
2002 - 0.02
2003 - 1.26
2005 64 3.48
2006 75 4.08
2007 72 4.45
2008 72 4.84
2009 69 4.60
2010 65 5.03
2011 61 6.00
2012 53 7.55
2013 43 9.00

Data: Interbrand



Hyun & Chung : The Quality Crisis and Response at Hyundai and Toyota Motor 99

.‘_,

ezt Abelloll A e o gl @ido] Z vpepbal Qe 2004 FE o] At o] F o R Fobxl F <Table 4>9A
B0l il HAE 7= Alg PEEHGIT 201099 E vHAIE HE-S E91 Il gj7h F7heR
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Atk old Axz HoiAk dgdollEL 1999 6.4%°lA4 20000 7.2%, 2001 9.3%, 2002 6.5%, 2003
9.0%, 20054 5.3%°14] 2011, 20129°l= 10%) o2& & ¥k Yephar ek 2004 A543 7}l
A EQERE FE A At Aol S EE v Holuhu 4L FX = AEFAG A S

(e Ho
2 i
r}[jrll g

L o
=

1
—|—‘ ol

&

L

FA FA7F FAE AR o7 Akl dalE Aol Azt Al ARsa AR A 5712 2] A
2bek AbA o2 H7F ") (Hyun 2013, 219, 225)

-

AHAE=ABA (resource based view of firm) oA A Echd o} F4 7] S5L 2000 7]okAE £33
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A 7E FESe ggeR AN ANE Fo| & 4 itk dulake] F4917] wAT SE5HEE a0k
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3.3.2 =& FA97
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2007 £ $A1L Z=QEf 3 marke] s At ol wket Wi o] v Aojx|aL gtk o A E up
Ath QB VPR e A V13 &, ZHE-F B R S8 el SlE AAH A

o
a2y 5459 sl tte] FA Sjel whE sfe] QAN FEBE AEL UiF o] AR 9o
S0t =QE o 2 Al 2] A a]lat i ajls TSR Absabte Aol SlolM i &
Bk tigeE vFew rdd 4 ltk MIT, IMVP 97 A4 B Qs ARs At AE7HE S <table
5>olA Hto]l mar EeEe] dS thet ol A8k it

Table 5. Factors for Toyota Recall by Industry Specialists

Researchers Factors
John P. MacDuffic 1. Faster growth than capability building
2. Lack of perception for severity of the problem,
(Wharton School) o
3. Poor ability to response
Takahiro Fujimoto 1. Complexity explosion of Automotive Industry
(Tokyo University) 2. Conceit of middle managers on quality
Susan Helper 1. Extension of electronic parts
(Case Western Reserve Uni.) 2. Management issues for foreign outsourcing
Jeffery K. Liker 1. Management issues for new car development for lack of
(University of Michigan) senior engineers
Cusumano 1. loosen of organizational culture
(MIT, Sloan School) 2. Failure for the product strategy

Data: www.imvpnet.org. summary of IMVP Experts Discuss on Toyota Recalls
indirectly from Hyun (2011, 24)

. o]
A2 A7189 tHHyun 2011, 34).

ol AL L QEPL At AL ot a4 R FAE Bl Aow L oE}t AAAS S
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Table 6. Environment and Resources of Hyundai and Toyota Motor at Quality Crisis

Hyundai Toyota
1999-2004 2008-2012
Quality Crisis Product | Sonata Lexus 2009
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Competitor Japanese cars European luxury cars
Faviron Part Suppliers Korean parts makers American parts maker
ment bp P Global sourcing
Socio-economic|1997 IMF Wary for the Japanese cars
Environment Dispute for the governance Unfavorable US politics
Technology Middle class car Electronicize
Tangibl ) . T M i ,
Resour angible Hyundai Motor business group oyota Motor business group
Assets US plant

-ces

Intangible Hyundai Motor spirit, American dealers,
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Complexity by global expansion
Incomplete TPS in foreign plants

Loosen quality culture
Collective decision making

Decentralized power

Table 7. Response between Hyundai and Toyota Motor for the Crisis
Hyundai (1999-2004)

Seeking opportunity: flexibility, speed, risk | Focus on planning: stability and risk aborting
taking

Incomplete quality system

Lack of quality management capability
Loosen social climate after IMF crisis
Charismatic leadership

Centralized power
Entrepreneurship

Causes of the
Crisis

Leadership
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Refining global quality system

Back to basics: reinforcing TPS in foreign
plants

Integrated approach to crisis: strategy, new
product development, process

Building quality management system
Quality Cultivating quality capability

Strategy Committment on quality issues
Focused approach

Decentralization

Centralization Global quality committee: CEO, Chiefs of all

Direct control of CEO for global quality

Quality functional areas, 6 Worldwide regional
L. management system
Organization . . . . CQOs
Utilizing information and communication . . . .
technolo Operation Manufacturing Consulting Division,
8y Global Production Center: US, EU, Asia
Cree.ltmn of Hygnda1 Motor culture .| Elaborated system management based on TPS
Culture Adding Hyundai speed on the Hyundai . . .
Recovery and diffusion of Toyoism
Motor culture
2011 Global 5 2008 Global 1
Performance 2012 7.02 mil. units sales 2012 Global 1, 9.39 mil. units sales
2013 brand value 9.0 bil. $ 2013 brand value 35.3 bil. $
(World 43, Auto. industry No. 7) (World Topl0, Auto. industry No 1)
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