THE WALL STREET JOURNAL.

WSl.com

Why Hyundai Is an American Hit
What GM and Chrysler can learn from its success.
By PAUL INGRASSIA

September 13, 2009

The leading Korean car company's name rhymes with the first day of the week, as in
"Hyundai, Bloody Hyundai." Which is pretty much what the company's competitors
are saying to themselves these days about Hyundai's remarkable success over the
past few years.

Last year Hyundai's global sales bucked the industry's decline and rose 5% to 4.2
million cars and trucks. Even in the U.S., the world's most competitive car market,
Hyundai's sales rose 0.8% in the first eight months of this year, while Ford's sales
dropped 25% in the same period and GM's plunged 35%. The major Japanese auto
makers suffered declines between 25% and 30%.

Hyundai's success stems from a sustained corporate effort at reinvention—the very
same word General Motors is using to describe its mission these days. The Hyundai
story should provide GM with a road map.

For years, Hyundai enjoyed a protected home market in Korea. This ensured its
prosperity there, but the lack of competition meant the company didn't develop the
product quality or consistency to compete effectively in international markets. The
result: Hyundai's initial U.S. success in 1986 was undercut quickly by quality
problems.

A decade ago, Hyundai acquired Kia, a victim of a mid-1990s shakeout in the Korean
auto industry. It also established a new quality-control division charged with
boosting reliability by emulating Toyota's vaunted manufacturing methods. To allay
lingering concerns over quality, Hyundai put warranties of 10 years or 100,000 miles
on vehicles sold in America.

Their campaign began to show results, and the big breakthrough came in 2004,
when Hyundai tied Honda for second place in the prestigious J.D. Power & Co. Initial
Quality Survey. Also that year, Hyundai completed its first U.S. assembly plant, near
Montgomery, Ala.

In 2006, Hyundai topped the J.D. Power initial quality ratings for nonluxury cars, and
this year, in January, its first luxury vehcile, the Genesis, was voted car of the year
by a panel of journalists at the Detroit Auto Show.

Hyundai has also consistently refined its midsized sedan, the Sonata, making it a
credible competitor to the segment leaders, the Toyota Camry and the Honda Accord.
While not all of Hyundai's models are successful, the new 2010 Kia Soul, a small SUV,
has grabbed attention with its funky, boxy styling.



On the marketing front, last January the Hyundai division launched an innovative
"Assurance Program" in the U.S.: Buyers return their cars if they lose their job within
a year after their purchase. The offer generated buzz and resonated with the public,
as Hyundai's recent U.S. sales results demonstrate, even though buyers have turned
in fewer than 50 cars under the program, which continues through year-end.

The lessons for General Motors and Chrysler are simple to articulate, though perhaps
harder to emulate. The first is to get a handle on quality. Both companies
inexcusably have so-so overall quality ratings, although some individual GM models
do rank highly.

GM also has had some successful new products in recent years, such as the Buick
Enclave crossover SUV and the new Chevy Camaro sports car. But GM hasn't had
enough hits to spark the sort of corporate turnaround that Hyundai has enjoyed.
Chrysler's product pipeline is bare, waiting to be replenished by Fiat, which took
control after Chrysler emerged from bankruptcy.

Both U.S. companies will have to make their marketing more relevant. Hyundai's 10-
year warranties and the "Assurance Program" succeeded because they addressed
specific customer concerns—the former about the brand's reliability, the latter about
the economic environment. GM, at least, is finally doing something innovative—the
company just announced a 60-day money-back guarantee in the U.S. for people who
buy its cars but find they don't like them. The unprecedented move might improve
customer confidence in GM's products.

Global competition in the auto industry is about to enter a brand new phase in which
Chinese and Indian car companies likely will gain new prominence. Their emergence
won't occur without setbacks, as Hyundai's experience has shown. But the new
competitors are sure to pose fresh new challenges to Detroit, the Japanese, the
Europeans and, yes, even to Hyundai itself.

Mr. Ingrassia, a former Dow Jones executive and Detroit bureau chief for this
newspaper, is the author of "Crash Course: The American Automobile Industry’'s
Road from Glory to Disaster," to be published by Random House in January.



