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. THE BEGINNING & VOLUME GROWTH OF

LG ELECTRONICS KOREA

LG Electronics Korea has maintained its continuous

growth by establishing the foundations for compe-

titiveness under stiff competition and the rapidly-

changing market environment. Its volume growth started
with the period of pioneering and initial growth in the 1970s, followed
by competition in the 1980s through a volume-driven approach and
external expansion. It was further extended into the early 1990s of
quality-based competition through the diversification of distribution
channels, followed by the late 1990s of distribution restructuring, and
the 2000s of growth recovery through its premium products.
LG Electronics’ first attempt at marketing began in July 1963 when
sales, previously conducted by the management department,
were taken over by the newly organized sales department, due to
the expansion of its business operations. In January 1965, a sales
department and a service center were established in the Seoul
office, accelerating business activities in Seoul. Meanwhile, the
sales network broadened through local agencies, with the number of
business connections increasing from 35 in late 1962 to 96 in 1966.
However, the number of electronics companies jumped from 27 in
1963 to 145 in 1969, making it necessary to plan a sales strategy
to prepare for stiff competition. As a result, the GoldStar sales
company was established on January 5, 1968, taking charge of
advertising and the sale of its home appliances, previously conducted
by the marketing department of the Home Appliances division of
GoldStar in connection with local liaison offices and service centers.
Unfortunately, GoldStar closed down in 1972 due to issues regarding
taxation and internal management, despite its potential and active
operations. In 1973, the functions of GoldStar were taken over by the
head office and sales operations were integrated into its organization.
This led to the company-wide movement to train every employee as
a sales representative through marketing education and distributing
product catalogs. The relocation of the head office to Seoul in October
1974 provided an opportunity in 1977 to broaden the scope of the sales
organization to that of a headquarters.
However, the second oil crisis of late 1978 put a damper on the

domestic and international economy while the Hyundai Group entered
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the electronics industry after the revision of the Electronics Industry
Promotion Act in 1981, and the Daewoo Group sought to rearrange the
industry map by acquiring the electronics unit of Taihan Electric Wire
Co. GoldStar responded by reinforcing its sales strength to increase
sales growth, and on March 25, 1981, it opened the nation’s first
customer service center to listen to and resolve customers’ complaints.
It also put in much effort to provide quick services by introducing a
return policy for defects in the sales division. In addition, a means of
producing service manuals for new products was introduced in order to
provide quick services after the products were launched. In December
1981, GoldStar Factoring Corporation was established to increase
cansumer convenience as well as the secured profit of special agents.
The reason behind GoldStar's factoring plan, the first of its kind in the
country, was to promote sales amid the recession due to the second
oil crisis as well as to strengthen its sales-based competitiveness
under ever-stiffening competition. GoldStar managed to increase sales
through the factoring plan with customers’ credit as security.

In 1983, a service academy opened within the Gumi Training Institute
to develop and educate staff as all-round service representatives, and
initiate efficient and prompt service activities. Furthermore, GoldStar
declared 1984 'The Year of the Customer’ in a convention held in
Jamshil Gymnasium in Seoul on January 7, 1984. This declaration
by GoldStar was the first in the country, made to boldly implement
consumer-oriented business policies and actively conduct consumer
protection activities. GoldStar carried out active customer service
activities with the slogan of ‘offering service wholeheartedly" in 1987
and ‘faith in consumer protection” in 1989, striving for improved

customer service.

CUSTOMER-BASED QUALITY GROWTH

In 1991, the government revised the existing Consumer Protection
Law to further protect the rights of consumers. GoldStar accordingly
carried out a number of innovations by creating the slogan ‘fast,
friendly and convenient service’, conducting a 3-fold reform of
‘technology, service and image’, improving service quality, enhancing
early alerts of market quality etc.

Beginning in 1992, every office, including the headquarters, held

a ceremony to declare April '"Month of the Customer’ and conduct

customer service campaigns simultaneously. In particular, a
GoldStar Global Service System(GSGS) was set up to provide GoldStar
customers throughout the world with fast and accurate services
anytime, anywhere, thus maximizing customer satisfaction. A country-
specific service network was established with the new policy of an
international guarantee service where customers can have products
purchased abroad repaired in their home country. In addition, it
attempted to professionalize service representatives by training local
technicians on services and inviting them over to Korea.

In 1993, it first introduced a Sales Stimulation Program(SSP) into home
appliance sales in the country. At a time when the ratio of sales through
agencies was 80%, SSP helped spread customer care techniques to
agencies where customer care was unheard of. In 1994, ‘road shows'
began, which were adopted as ‘open marketing’ that could increase
actual sales by discovering and inspiring customers, as well as a new
strategy to overcome market opening and the economic recession.

In January, 1995, the international business environment took a turn
for the worse with the launch of the WTO and the acceleration of
bloc economies. While the overall market gradually entered limitless
competition, GoldStar was at risk, uncertain of its survival in the
Korean market where multinational corporations entered with their
goods manufactured abroad. The advent of this global competition
made it necessary to rearrange the market map where domestic
companies jostled with one another for market leadership, in line with
the government’s policy to actively promote the electronics industry.

In April 1995, LG Electronics opened its first "Hi Plaza' store in Ilsan
and increased the number of stores to 14 by 1997, preparing for the
opening of the distribution market. The establishment of Hi Plaza
stores was a response to the market situation in the mid-1990s when
the volume of discount stores increased amid strong performances by
the two big merchandise stores, Hi Mart and ET Land. LG Electronics
was able to maintain the upper hand in the distribution market by
keeping the balance between varied merchandise sales and exclusive
sales. Hi Plaza served as an opportunity to use market opening to
enhance its competitiveness and to secure market leadership, and it
functioned as a general merchandise store of Hi-Culture, Hi-Media
and Hi-Living goods.

In particular, the Total Operation Program For Store(TOP'S] helped

181



182

LG ELECTRONICS IN THE GLOBAL MARKET

January 2007, LG Electronics launched a product that came to light by 'WHISEN DreamAir Project” on the 40th anniversary of air

TNHISEN, the World No.1 Air Conditioner
In

conditioner production.

enhance the competitiveness of agencies. As a program that would
enable an agency to make its own objectives and then prepare and
carry out steps to achieve the objectives, TOP'S was to introduce
‘management planning techniques’ into agencies. As a result of the
innovative TOP'S program, agencies that participated achieved a 15%
increase in growth whereas the ratio of actual sales increase achieved
by agencies maintained the status quo due to the recessive domestic
market of home appliances in 1996.

In 1997, however, the IMF financial crisis caused massive industry-
wide restructuring, and the national economy spiraled downward due
to high exchange and interest rates. With a sharp decrease in the
exports and the stagnant domestic performance, LG Electronics was
not an exception in these difficult times. Financing was strained and
the high financial costs were burdensome.

In May 1998, LG Electronics attempted to improve productivity in
the sales division by changing existing sales offices in small market
areas into marketing centers. Marketing centers were key to market
management, targeted for large market areas, by effectively applying
the marketing mix of products, distribution and promotion, and

served as the foundation to use the best strategies fit for market

DIOS IN GALLERY

LG Electronics opened DIOS in Gallery, Korea's first outlet dedicated to a full line of kitchen appliances, and formed partnership with

major kitchen furniture makers to enhance its competitiveness in the B2B built-in appliances market.

characteristics defined by the strategic consideration. This was to
respond to market changes such as varied merchandise sales and
the trend of market opening, and sales representatives transformed
themselves from merely employees conducting general management
tasks in the existing agencies into marketing professionals performing
a specialized function. In addition, a campaign to visit 100,000
households was launched to help recover from the financial crisis,
providing huge support to overcome the hardship.

In October of that same year, www.lgnara.com opened as an online
store for electric and electronic goods. It employed a pioneering sales
strategy for the Internet era by providing detailed product information
as well as selling goods to customers. In addition, every agency and
service center in the country changed their signs in April 2000, from
the existing 'LG Electronics Plaza" to 'Digital LG" to operate as digital
shops. It was an action taken to improve corporate image and be in
tune with the digital era of online business and the emergence of
digital goods. As ‘digital’ became a topic of interest in the early 2000s,
the stores changed their interior design to a more luxurious look.
Around this time, Daekyung Distribution, a company founded in 1997

and operating around metropolitan regions, and Daenam Distribution
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that had business operations in local regions became a subsidiary of
LG Electronics in 2002, named "Hi Plaza Corp'.

In 2005, marketing organizations of each division were integrated into
Korea Marketing, emerging as a new organization that took charge of
both sales and marketing. The customer service division was included
in the Korea marketing organization in each region based on the
idea that services, by nature, are not to be managed as a separate
marketing tool, which was proposed by Vice Chairman Nam Yong, the
newly appointed CEO in January 2007.

Above all, in 2007, LG Electronics strengthened foundations for a
customer insight discovery to improve customer value. As part of the
effort, a new Insight Marketing team was organized, and a department
was created in each organization, establishing a company-wide base
for a customer insight discovery. In addition, measures were taken
for insight discovery in every sector including production, marketing,
R&D and HR. In this way, the customer research activities of each
organization were systemized and this provided an opportunity
to discover methods to provide value to customers, achieving an
improvement of the LG brand image along the way. LG Electronics
will further its determination to become a company that creates true
customer value by recognizing customers’ needs and mirroring them

in its products and services, rather than just following the trend.

GROWTH TO WORLD-CLASS: LG ELECTRONICS KOREA

LG Electronics considers the year 2008 to be a turning point for
global business. In January 2008, in order to strengthen market
competitiveness throughout the global network, LG Electronics
redistributed three previously local directors(North America, Europe,
Chinal, six local representatives(South East Asia, South West Asia,
CIS, Latin America, Brazil, Middle East & Africa), and one business
system(Korea Marketing) to eight regional headquarters. Following
this, the Korean Marketing sector was officially launched with LG
Electronics Korea at the same level as other overseas subsidiaries.
Since then, the Korean Marketing Office has been considered the
"Head office in Korea”, but it changed its name in January 2008
to LGEKR(LG Electronics Korea). In other words, LG Electronics
Korea is not simply a body of the Korean Head office but a regional

business operation that manages the Korean market, a core market

for LG Electronics, just like other overseas regional headquarters.
This is a very important notion for LG Electronics to push ahead
with globalization without borders. The Korean market is not only a
global market but a crucial and strategic market for LG Electronics
as well. To this end, LG Electronics Korea not only plays a pivotal role
in increasing profitability, but also sets the standard for nurturing
marketing experts and developing implementation regulations.

LG Electronics Korea already integrated marketing role and
responsibility that were separated between the Korean Marketing
Sector(the predecessor to LG Electronics Korea) and the Companies:
in 2007, LG Electronics Korea combined the Korean Service sector:
in 2008, the logistics sector(HilLogistics, Co., Ltd.) was acquired,
integrating all interfaces in Korea. LG Electronics Korea is pushing
innovation not only in marketing and sales but also for customer
values at each customer interface.

First of all, in respect to marketing and sales, LG Electronics Korea
set the vision of growing into a ‘No.1 Marketing Company’ within the
Korean market in 2006. To achieve this, LG Electronics Korea has
come with the mission to create a premium brand and plus, present a
global standard for market-oriented product development and sales
through differentiated marketing skills. Also, the company set "Most
Valuable, Most Advanced, Most Competent’ as its top three values.
This signifies that LG Electronics Korea will lead the work involved
in balancing, adjusting, and structuring 'segmentation, targeting,
and positioning” as well as ‘marketing 4P’ from the phase of product
development to before and after the point of consumer purchase.
On the other hand, it signifies that LG Electronics Korea will build an
advanced management system in which it raises marketing experts
based on each distribution channel that exists in the Korean market,
and reward them strictly based on their performance on the principles
of fair competition and transparent evaluation. Moreover, from the
people’s point of view, LG Electronics Korea will be an able leader and
marketer with creative thinking and agility.

For value-innovation of the customer interface, from 2007, LG
Electronics Korea has been evaluating the values from the point of
view of the customer, based not on traditional customer satisfaction
but on recommendation opinions through the newly-adopted NPS

survey system. In addition, the company is carrying out a follow-up
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‘Best Shop' with Customer Satisfaction at the Top of the List

t Korea Electronics Show 2007, LG Electronics presented the entire state-of-the-art display line including 102-inch Plasma TV, Wood LG Electronics changed the name of its existing Hi Plaza to Best Shop to be closer to customers from the perspective of MOT and

LG ELECTRONICS IN THE GLOBAL MARKET

leevealing Cutting-Edge Technology at KES 2007 ‘

Plasma "Gallery’, Broadway, and Black Picasso. The company also received the Presidential Award for the Super Blu Player Optical

Pickup & Loader at the 12th Electronic Components and Technology Awards

until the customer’s points of discontent are resolved. From 2008
where all interfaces were integrated from service to logistics, LG
Electronics Korea took a step forward and combined the capacities
of all interfaces and pushed ahead with creating synergy in the
customer's perspective.

Lastly, LG Electronics Korea keeps strengthening the capacities of
all employees including field workers at the customer interface. All
employees have come up with and are currently operating a disciplined
rearing project dependent on their own capacities and career path plan.
In respect to field workers who are in charge of delivery, installing and
service, the company is making an environment in which no resources
go to waste voluntarily and where employees can catch up with their

colleagues with superb capacities and expertise.

STRATEGIES OF LG ELECTRONICS KOREA TO BECOME NO.1

LG Electronics Korea has been responsible for producing operating
profits at a corporate-wide level, and development of advanced
marketing methods and their distribution, and also acts as a
global test bed. LG Electronics Korea therefore is performing such

fundamental roles while at the same time developing LG Electronics

strengthen customer relations infrastructure

into the top brand in the Korean market.

Interestingly enough, the world’s top brands find it hard to exert
their power in the Korean market. It was not long ago that Japanese
manufacturers, GE, and other global companies occupied the premium
home appliance market in Korea. Korean electronics companies never
found themselves to be a major player in the Korean premium home
appliance market. It was commonplace that wealthy households had
a GE refrigerator, a Sony TV, and other high-end Japanese electronics
goods. But what about now? GE or Japanese electronics companies
are not at the forefront of the current premium market in Korea. That
is because LG Electronics and other Korean brands are dominating
the premium market. It is not common for a nation’s local companies
to dominate 90% of the nation’s entire home appliance market. This is
what LG Electronics Korea has achieved so far.

In the wake of the credit crisis in 2003, the Korean market is expected
to enter a period of stagnation. Despite the contraction of the market,
digital TVs, refrigerators, air conditioners, and drum washers are
showing the potential for further growth in profitability. So it is a task
for LG Electronics Korea to ensure leadership in the market for these

products in the future.



FROM THE FIRST IN KOREA TO THE BEST IN THE WORLD

Although it is expected that the current distribution structure will
increase cross-brand sales, LG Electronics can rely more on its
own attractive distribution channels, i.e. Hi Plaza and other discount
retailers, so the prospect is quite bright. However, it would also have
to utilize less attractive channels such as general merchandise stores
and home shopping retail. Especially as customers are responding
increasingly to design features, it is considered more important to
gain customer insight with respect to consumer sensitivities.

Over 90% of the electronics market is dominated by LG Electronics and
Samsung Electronics, except the PC and small appliances sector, and
given that there is no significant influence from external factors, it is
expected that the market will continue to be led by the two companies
for the time being. Over the past three years, LG Electronics and its
competitors have been focusing on enhancing their internal structure
and on value games. But recently, the competitors are increasing their
approach based on competitive pricing with lower-spec products.

Air conditioners and drum washers, which are positioned right at the
center of this conflict, are maintaining their superiority, while PCs are
overcoming their difficulties. However LG can never be complacent, as
its flagship digital TVs and refrigerators are struggling, as well as the
‘stylist segment” which is expected to increase its weight in the future.
Therefore, in order to secure a competitive edge and increase brand
awareness, LG Electronics Korea is pushing ahead with ‘'marketing mix’
differentiation and all-round CS(customer satisfaction) activities based
on STP(Segment, Target, Positioning). LG Electronics Korea also came
up with a strategic challenge to boost profitability in harmony with all
channels through marketing differentiation for each channel.
Accordingly, B2B(Business to Business) strategy is expected to
relatively accelerate compared to B2C(Business to Consumer], and
the CAC market has the most growth potential. LG Electronics Korea
has been maintaining its competitive edge through sales-oriented
competition in the B2B market, but in the future, LG Electronics
Korea will have to compete with other global companies that are
more competitive than LG Electronics. Therefore, LG Electronics
Korea is improving product ability, brand, and infrastructure, and is
strengthening ‘spec-in’ capacities along with the customer service
infrastructure in the customer interface. Furthermore, LG Electronics

Korea is preventing damage in management performance and brand

image by bolstering, beforehand, risk management.

LG Electronics Korea, based on the market growth of the last 3
consecutive years, reduced the supply cost and total cost. Through
this, ROIC has greatly improved. Profitability is expected to be worse
due to a slowdown in market growth and the price competitiveness
of rivals. To prepare for this, LG Electronics Korea set a mid-
long term goal to achieve stable profitability through product mix
improvement, all-round CS(customer satisfaction), strengthening cost
competitiveness. By exerting such efforts, LG Electronics Korea plans
to contribute to creating shareholder value by achieving total sales of

5.3 trillion and an operating profit of 605 billion by 2010.
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GLOBAL NO. 1, FUTURE OF LG ELECTRONICS

SECTION 01

CREATING VALUES
FOR
GLOBAL MANAGEMENT

VALUE-CREATING MANAGEMENT

01 Since its foundation, LG Electronics has ceaselessly
moved forward while fiercely competing with leading
electronic and IT companies in the global market. Having
repeated highly intensive innovations, LG Electronics
has always aimed to ultimately become the 'Global No.

1 LG." Now that it is the 21st century, the vision of ‘Global No. 1 LG’

has become the company's pledge and will to provide its worldwide

customers with enriched lifestyles through innovative digital products
and to start anew as more powerful LG Electronics.

In 2007, the new CEO and Vice Chairman Nam Yong declared, 'Let's

build a genuine, global organization that passionately obsesses over

creating values,” to achieve the company's ‘Global Top 3" goal. He
also emphasized that the company would have to focus on creating
shareholder values, customer values and employee values. He
also emphasized that the company would have to focus on creating
shareholder values, customer values and employee values. This also
stressed management valuing customers and markets, and growth
based on profits while the company had been leading the global
electronics industry as a global company beyond the Korean market.

It was a great ambition to solidify the company’s position as a global

leader living up to its reputation through such efforts, and to take the

leadership in the future and world.

‘Creating customer values’ means giving undivided attention to

offering customers differentiated and unique values; ‘creating
shareholder values' corresponds to consistently aligning clear
strategies that drastically boost shareholder values with practical
activities of each organization; and ‘creating employee values’
corresponds to encouraging employees to find, learn and exercise the
ways to do their job best on their own, and allowing them to create

specific values as a result and contribute to the organization.

CREATION OF CUSTOMER VALUES
1) Apprehend true needs of customers and reflect them on products and services
2] Carry out marketing and investments to capture the hearts of customers

3) Devise and conduct region-specialized marketing strategies

CREATION OF SHAREHOLDER VALUES
1) Establish alignment of clear strategies to create values with the organization's executing power
2] Need to fundamentally understand the source of value creation instead of seeking to save costs

3] Build the globally leading level of competencies to create values

CREATION OF EMPLOYEE VALUES
1) Provide breakthrough opportunities of self-development and global experiences at the corporate level
2] Increase personal competencies by learning how to work better

3] Conduct personal evaluation through actual and specific contribution to the organization

_ FOR THE PEOPLE COMPANY
02 CEO and Vice Chairman Yong Nam proposed a vision of
‘the People Company’ to cultivate a ‘company that has
the best talents produce the best results with the best
teamwork.” To do so, he decided to boldly hire globally
competitive outside talents regardless of nationality and
gender, and establish a leadership development center to train 300
management-level key employees. In addition, he made it clear that
he would relocate the management and employees on demand to
quickly counteract changes in the environment.
Therefore, 'the People Company’ is a talent-based company with three
characteristics. 'The People Company’ is the company that leading
talents in the world want to work for, the one that grows talents faster
than any other companies, and the one that has many talents wanted
by other global companies. To make such a company, LG Electronics
must offer innumerous new chances to passionately challenge, and
requires a carefully designed cultivation system. Moreover, a company

that actually recognizes results and provides differentiated rewards

193



194

GLOBAL NO. 1, FUTURE OF LG ELECTRONICS

is also 'the People Company.’ This means that employees must be the
top priority for corporate management, and that the company should
select and cultivate talents demanded by each project to let them be
the main force of the management. It can be a shortcut to becoming a
great company beyond a good company.

Consequently, for the first time in its history, in 2007 LG Electronics
internally selected 3 local individuals as executives in order to
strengthen local close-up marketing in the strategic markets
such as North America and Europe. Rather than discriminating
against nationality, the company showed off its competencies
as a global company and created the foundation of global talent
cultivation by promoting local staffs as the management based on
the 'strict performance-based evaluation’ and 'global management
competencies.” Furthermore, LG Electronics opened up a 'highest
level' position for each sector such as CMO(marketing), CHO(human
resources), CPO(purchasing) and CSCO(supply chain management],
aside from CSO[strategies], CFO(finance] and CTO(technology), in
order to ensure the best management. To establish a lineup of a truly
global company, the company had decided to become the first Korean
conglomerate to organize the best management with the highest-level
manager of each sector.

Additionally, the company systematically proceeded with cultivating
internal human resources of globally leading talents. In August 2007, the
company newly constructed an evaluation system that focused on how
employees created values and contributed to the organization rather than
evaluating individuals for their position or activities only. Accordingly,
the company decided to change the personal competency evaluator
to the C-level(Chief Officer level) from the team level. This was to take
care of the future manager candidate pool at the corporate level, letting
CTO evaluate competencies of engineers and CFO personally handle
competency evaluation of the finance team employees.

The leadership evaluation system was also revised. Previously,
leadership evaluation had mainly concerned invisible attitudes such as
righteous management, taking the initiatives, and creative activities,
but the revised leadership evaluation system added new criteria
directly relating to businesses, including performance management
and executing power. Particularly, the leadership evaluation now

applied the multi-lateral evaluation system to incorporate strict

assessment by colleagues.

LG Electronics not only improved the evaluation system, but also
systematically shored up the entire executives and employees so that
they could grow as global talents. First of all, the company cut down
the maximum stay period of overseas resident employees to 4 years
in order to allow as many employees as possible to build overseas
warking experiences. The company also raised the minimum bar of
the second language requirements for promotion to Level 4(having a
vocabulary for simple conversations and speaking in the accent that
natives can understand) from Level 3(being able to make a brief self-
introduction and short expressions).

New employees have also boosted their global competencies. To hire
individuals that fit the company’s talent model - the 'right people,’
who are namely the ones that are enthusiastic about creating values
based on their will power to win and passion - LG Electronics has
extensively interviewed inside and outside talents. Moreover, the
company completely changed its training system. Above all, the
training period has been extended from 2 months to 1 year. In the
past, new employees had trained for a total of approximately 2
months at LG Academy, LG Electronics Training Center, and training
programs for each headquarter before going into the actual operating
divisions, which has been largely extended.

Such changes in the human resources cultivation system manifested
the company's intention to become one of the "top 10 global companies
that people want to work for" until 2010 by making the best ‘'ways to
work” in the world. In the long run, the company plans to cultivate

multiplayers who can understand the big picture of its operations.
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SECTION 02

SIXMANAGEMENT
STRATEGIES
FOR GLOBAL TOP 3

I PROMOTION OF 6 MANAGEMENT STRATEGIES
01 LG Electronics’ conviction on value creation has been
implemented as each management strategies, giving a
starting point to bring out changes to become one of the
Global Top 3. In addition, core elements of the strategies
have been organized as the '6 management strategic
tasks,” which each business and local headquarter has taken the
initiative to carry out and accomplished eye-opening progress for. This
means that the '6 management strategic tasks’ have produced actual
progress through their practice at each sector without remaining
as the words in a document, and that LG Electronics has undergone
many fundamental changes leading to a success in the future.
The first of the 6 strategic tasks is to focus on ROIC improvement
rather than simple growth. In particular, achieving ROIC of 15 % or
more by boosting the profitability and effectively utilizing assets means
that the overall corporate management is based on ROIC(return on
investment capital) and aims at simple external growth. LG Electronics
targets to increase ROIC to 15%(20% before tax] by 2010. To do so, the
company plans to improve gross margin, and cut down indirect costs
and capital employed. To improve gross margin, the company will
advance purchasing, streamline low-return SKUs(stock keeping unit),
and switch to high-profit products.
The second strategic task is to optimize the portfolio by establishing
a clear process of reviewing the portfolio and actively managing it.
To review the portfolio, the company comprehensively examines
all of product and component projects, considers the future mega
trends of the industry, changes in the competitors, and changes in the
consumers’ purchasing patterns in integrated ways, and ultimately
adjusts the portfolio in the direction to maximize the future growth
vitality. In addition, the company has reinforced the portfolio to

prepare for the future by utilizing all of organic and inorganic methods.

Specifically, organic methods correspond to the existing methods where
the entire processes from R&D to the product launching are exclusively
handled at the inside of LG Electronics whereas inorganic methods
mean using external resources, not internal, through M&As, alliances
and strategic relations to expand businesses and discover growth
engines. To optimize the portfolio, the company has strengthened its
profitability and brand in the advanced markets, and secured its stable
growth foundation based on profits in the growing markets.

The third strategic task is to develop products based on the customer
insight for each segment by developing and exercising STP-based
strategies. For the customer segmentation, the company has to
gain a footing in the customer needs and even understand potential
needs of the target segment. By doing so, the company has developed
and defined product properties customized for the target segment,
and positioned products and brands. Accordingly, the company has
organized the exclusive insight marketing team, and improved the
NPl process. To develop and carry out STP-based strategies, the
company must set up effective channel-account strategies, and
boost its executing power at the frontline(operating line that contacts
customers). Based on the profitability analysis of major clients, this
may maximize the company’s performance by driving sales resources
into the core clients and managing the ‘'moment of truth’ on the basis
of the customer insight.

The fourth one is to reinforce the global brand, and the company has
been repositioning its brand and restructuring its communication
strategies. Recently, the LG brand has largely improved worldwide
in terms of the brand awareness and preference. However, it has to
actually grow further in comparison with other global top brands.
In order to overcome this situation, the company has proceeded to
reestablish the brand identity by reorganizing brand communication
strategies, and promoting a marketing ROl tool development to
effectively distribute marketing resources.

The fifth one is the technology innovation and design differentiation,
for which the company has focused on securing differentiation
technologies and solutions to offer customers values based on the
customer insight. Consequently, the company has reviewed R&D
resource distribution from the STP perspective, taken the mid/long-

term balance(such as growth, profitability and future preparation] into
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account, promoted optimization of the R&D portfolio in connection
with its business strategies. Furthermore, in terms of R&D processes,
the company has built a development system based on the customer
insight so that R&D staffs can participate in the market research and
product planning activities, and promoted a quantitative evaluation
on R&D projects by using ROI{return on investment). In addition,
the company has implemented decision-making methods to have
a gate for each R&D process, and established disciplines for R&D
performance management by strengthening risk management. Lastly,
the company has developed technology, product and business models
and boosted the time-to-market through the ‘connect & develop’
which broadly utilizes external resources besides the in-house
R&D. Accordingly, the company has secured and cultivated design
specialists such as 'Super Designer,” and expedited competition
among the design houses, overseas design branch offices, and
outsourced designers. Particularly, to establish design processes, the
company has strengthened the lifestyle research to discover potential
esthetic needs of the target customer segment, and examine the
dropped designs by holding the "technology sessions.” Moreover, all of
the design decisions have been made by design specialists.

The sixth one is to reinforce structure and competencies of the global
organization, meaning that the company utilizes all of internal and
external resources for the organizational competencies. To do so,
the company has built the globally leading level of the organizational
competencies in each sector(such as marketing, strategy, HR, innovation,
SCM, purchasing and production sectors), and hired the best global
talents to create the best human resources pool in the world. The main
office has played the role of a 'center of excellence’ to discover and
share the best practice. Additionally, the company has strengthened the
‘open communication’ and interview evaluation with the immediate boss
to stimulate development of each staff's competencies. Furthermore,
in order to cultivate business leaders, the company has set up the
PBLI(product business leader) and corporate leader cultivation system
to develop competencies and boost leadership, not only expanding the
business leader pool, but also focusing ROIC to develop strategies,
developing STP-based product and market strategies, and heightening
conformity between the business headquarters and local strategies with

respect to performance management.

6 CORE STRATEGY TASKS
VISION GLOBAL TOP 3 IN ELECTRONIC & IT INDUSTRIES

Three Values - Creating customer values through innovations and differentiated designs
- Maximizing shareholder values

- Building an organization worth benchmarking

Six Strategies - Focusing on boosting ROIC instead of simple growth
- Optimizing the portfolio
- Countermeasuring the market bipolarization
- Technology innovation and design differentiation
- Strengthening brand investments

- Reinforcing global competencies

_ GLOBAL TOP 3, LG ELECTRONICS
02 LG Electronics’ six management strategies aim to make
the company one of the global top 3 in terms of the
shareholder return, profitability, growth, sales and market
share, and one of the top 10 companies most desired by
workers in the world. Ultimately, LG Electronics intends
to take off as a company that enhances life of the entire consumers
in the world through products of its innovative technologies and
differentiated designs.
The company will keep its portfolio focused on consumer appliances
while expanding businesses to high-value-added sectors, and
managing the aggressive portfolio that utilizes both internal and
external competencies.
From the ‘organizational culture’ perspective, the authorities will be
actually transferred, the culture of acknowledging and rewarding
risk-taking and meaningful failures will settle down, and so will the
'value-obsessed’ winner's mindset(the mindset to avoid copying or
settling for No. 2 and to determine to become a market leader as a
unique innovator).
In terms of the "organizational competencies,” the company will
secure the best competencies in the world, become the center
of marketing, and carry out the 'moment-of-truth® management.
Lastly, the company intends to accomplish profit-oriented growth,
manage profitabilities for each product and client, and settle down the
exceptional management process.
Nevertheless, LG Electronics still has a long way to go. Although its
corporate value(such as sales growth, profit expansion and share

price rise) has climbed, and its organizational competencies have
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strengthened thanks to employment of outside talents and cultivation
of core talents so far, the company shall not settle for such results
and changes. This is merely a start, and the company must pay more
undivided attention to value-creating activities. To become one of the
global top 3 in the electronic and IT industries by 2010, the company
has to transform itself to an ‘organization passionately obsessing over
creating shareholder value, customer value and employee value.’
Hence, LG Electronics has put all of its competencies into boosting
powerful driving force to carry out future projects and efficiency of
operations in 2008. Under the three principles - effective operation of
the global organization, customer-driven organization, and increase
in professional competencies - the company has changed the current
business headquarters as the product business headquarters,
reorganized the each local general and representative groups
such as the Korean marketing division as part of the local business
headquarters, and adjusted the structure and functions of each
headquarter. In addition, the company strengthened marketing
competencies of the local business headquarters and each business
division, and boosted the professional competencies of the staff
organization to increase efficiency of the organizational operations.
Moreover, the company has strengthened its faith, ‘customers are
the starting point and destination of our management, 'that has been
stubbornly kept up since the company's foundation, even further
and exercised management truly for customers. Cultivating new
markets and developing new technologies have ultimately been a
part of creating customer values to make customers’ life convenient
and happy. Particularly, under its business principle that 'the center
of our entire work Is our customers,” the company has figured out
what customers really want or what they desperately desire, but
cannot express right rather than what is technologically feasible
when developing new products, and reflected such features and
values on the products and services. In addition, the company has
created inspirational and appealing brands that bring out a profound
emotional tie in customers, conquering the global market through
devising and conducting specialized marketing strategies for each
region in the world.

For the past half a century, LG Electronics has continuously evolved

through sustainable management based on its shining performance

ANNOUNCING A NEW BI AT 2008 GMM

LG Electronics announced a new Bl at the GMM(Global Managers Melt-in) event on 21 January, 2008. The new Bl pursues the following

three core values: stylish design, smart technology, and the perfect harmony with life

in Korea and the rest of the world. Now, LG Electronics is preparing
a full-scaled transformation for the following 50-year. Not only has
the company cemented its reputation as a global company, but it
also has employed talents regardless of race and nationality in up
to 83 overseas subsidiaries, and come to life again as an advanced
corporation. The company is also transforming into a general
multimedia IT company from a simple electronic product maker. With
its mobile phones and display products, the company has already
been conquering the global market, and expanding its business areas
into IT multimedia and new renewable energy. Based on such efforts,
LG Electronics has moved one step ahead as a great company that
survives beyond 100 years through ‘endlessly creating values for

customers.’
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EXECUTIVE

01 Yong Nam VICE CHAIRMAN AND CEO | |G Electronics

02 Young-Ha Lee PRESIDENT AND CEO | Digital Appliance Company
03 Simon Kang PRESIDENTAND CEO | Digital Display Company

04 B. B. Hwang PRESIDENT AND CEO | Digital Media Company

05 Skott Ahn PRESIDENT AND CEO | Mobile Communications Company
06 Michael Ahn PRESIDENTAND CEO | North America

07 Woo Hyun Paik CHIEF TECHNOLOGY OFFICER

08 Nam K. Woo PRESIDENT AND CEO | China

09 Kyung Hoon Byun PRESIDENTAND CEO | South & Central America

10 Ki Wan Kim PRESIDENT AND CEO | Middle East & Africa

11 Seog Won Park PRESIDENT AND CEO | Korea

12 Thomas K. Linton CHIEF PROCUREMENT OFFICER

13 Didier Chenneveau CHIEF SUPPLY CHAIN OFFICER

14 Young Kee Kim CHIEF HUMAN RESOURSE OFFICER
15 David Jung CHIEF FINANCIAL OFFICER

16 Young Chan Kim PRESIDENT AND CEO | C|S

17 Young Woo Nam PRESIDENTAND CEO | Asja
18 James Kim PRESIDENT AND CEO | Europe

19 Dermot J. M. Boden CHIEF MARKETING OFFICER




ORGANIZATION OF LG ELECTRONICS

Digital Appliance PY
Company

Digital Display
Company o
Digital Media

Company e

Mobile Communications
Company

Chief Technology Officer

Chief Marketing Officer

(

Chief Financial Officer

Chief Human Resourse Officer

Chief Supply Chain Officer

Chief Procurement Officer

Coporate Suporting Division

Productivity Research Institute

Coporate Designcenter

Coporate Audit Team
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Korea

North America

Europe

China

Asia

South & Central America

Middle East & Africa

CIS
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LG AFFILIATES

TELECOMMUNICATIONS AND SERVICES

LG TeleCom

CS Leader

AN

LG Dacom

LG Powercom

DACOM Crossing

DACOM Multimedia Internet
LG CNS

LG N-Sys

V-ENS

BIZTECH & EKTIMO
Ucess Partners
SERVEONE

LG International

TWIN WINE

Korea Commercial Vehicle

LG Solar Energy

ELECTRONICS

LG Electronics

LG Display

LG Innotek

LG Micron

Hiplaza

Hi Logistics

System Air-Con Engineering
Siltron

Lusem

CHEMICALS

LG Chem

LG DOW Polycarbonate
SEETEC

LG Household & Health Care
Coca-Cola Beverage Company
LG Life Sciences

LG MMA
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GLOBAL NETWORK

St. Petersburg
LGERI Moscow
LGERA
LGERM
LGERU

LGENOe  oLGESW Stockholm
LGELV Riga O
* LGEEH Amsterd N 9
LoEJE %M LGEMA Miawa

e LGEBN ® LGEPL Warsaw
LGEUK London LGESC o GECE ®LGEWR Wroclaw eMinsk
LGEWA Wales o LGELS o LGEAG Vienna LGEUR Kiev
LGEMF Villepintes e LGEAL Antwerp * LGEUA

LGEDG Dusseldorfe s LG-TCE ®LGECZ Praha eChisinau

LGEFS Parise

LGEIS Milan e

* LGEMK Budapest

©LGERO Bucharest

* LGEES Madrid
© LGEPT Lisbon

o Algiers e Tunis
© LGEMC Casablanca

® LGEAT Istanbul
LGEHS Athense ® LGETK

® Beirut
® Youkuk
® Amman

® LGEEC Cairo

LGEEG Ismalia ®

Khartoum e

© LGENI Lagos

LGESR Riyadh

LGETA Tianjin ®

LGEQH Qinhuangdao ®
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e Tashkent

eTehran
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® LGESY Shenyang

LGECH Beijing ® * LGERD Beijing

LGEYT, LGEYMYantaie ®

° LGEKA

LGEQD Qingdao & * LGEJP Tokyo

LGENP, LGENT, LGEPN, LGEND Nanjing e e oo

© LGEIL New Delhi
Dhaka e

© LGEGF Dubai
* LGEOT
* LGEAF

® Karachi

eJeddah LGEME

LGSI Bangalore

© Nairobi

® LGESA Johannesburg

MIDDLE EAST & AFRICA

LGEAF
LGEAT
LGEEC
LGEEG
LGEGF
LGEMC
LGEME
LGESA
LGESR
LGETK

Cis

LGEAK
LGERA
LGERI

LGERM
LGERU
LGEUA
LGELV
LGEUR

LG Electronics Africa Logistic FZE
Arcelik - LG Klima Sanayi ve Ticaret A.S.
LG Electronics Egypt Cairo S.A.E.

LG Electronics Egypt S.A.E.

LG Electronics Gulf FZE

LG Electronics Morocco S.A.R.L.

LG Electronics Middle East Co., Ltd.

LG Electronics S.A. (Pty) Ltd.
LG-Shaker Company Ltd.

LG Electronics Ticaret A.S

LG Electronics Almaty Kazakstan

LG Electronics RUS. LLC

LG Alina Electronics

LG Electronics RUS - Marketing, LLC
LG Electronics Russia & Ukraine

LG Electronics Ukraine Inc.(Kiev)

LG Electronics Latvia, LLC

LG Electronics Ukraine Inc.

EUROPE

LGEAG LG Electronics Austria GmbH

LGEBN LG Electronics Benelux Sales BV

LGECZ LG Electronics CZ, S.R.0

LGEDG LG Electronics Deutschland GmbH

LGEEH LG Electronics European Holdings B.V.

LGEES LG Electronics Espana S.A.

LGEFS LG Electronics France S.AR.L.

LGEHS LG Electronics Hellas S.A.

LGEIS LG Electronics Italia S.P.A.

LGEJE LG Electronics JIT Europe B.V.

LGELS LG Electronics European Logistics &
Services B.V.

LGELV LG Electronics Latvia, LLC

LGEMA LG Electronics Mlawa Sp.Z.0.0.

LGEMF LG Electronics Mobilecomm France

LGEMK LG Electronics Magyar KFT

LGEPL LG Electronics Polska Sp.Z.0.0.

LGEPT LG Electronics Portugal S.A.

LGERO LG Electronics Romania S.R.L.

LGESC LG Electronics European Shared Service
Center B.V.

LGESW LG Electronics Nordic AB

LGEUK LG Electronics United Kingdom Ltd.

LGEWR LG Electronics Wroclaw SP. 7.0.0.

LGEKS Kunshan e
LGETR Taizhou e

LGEHZ Huizhou
LGEVN Hanoi ®

LGEMT
® LGETH Bangkok

LGESH Shanghai e @ Shanghai IPO

* LGEHN Hangzhou
® LGETT Taipei
e Taiwan IPi

© LGEHK Hong Kong

® Hong Kong IPO

© LGEPH Manila

e LGEML Kuala Lumpur

CHINA

LGECH
LGERD

LGEHN

LGEHK
LGEHZ
LGEKS

LGENP

LGEND
LGEPN
LGEQD

LGEQH
LGESH
LGESY
LGETA
LGETR
LGEYT

LGETT

e LGESL Singapore
® Singapore IPO

© LGEIN Jakarta

LGEAP Sydney e

China Holding Company

(CHINA R&D CENTER] LG Electronics
(China) Research and Development
Center Co., Ltd.

LG Electronics Nature (Hangzhou) Recording
Media Co., Ltd.

LG Electronics HK Ltd.

LG Electronics Huizhou Ltd.

LG Electronics (Kunshan)

Computer Co., Ltd.

LG Electronics (Nanjing)

Plasma Co., Ltd.

LG Electronics Nanjing Display Co., Ltd.
Nanjing LG - Panda Appliances Co., Ltd.
Qingdao LG Inspur Digital

Communication Co., Ltd.

LG Electronics Qinhuangdao Inc.
Shanghai LG Electronics Co., Ltd.

LG Electronics Shenyang Inc.

LG Electronics Tianjin Appliances Co., Ltd.
LG Electronics (Taizhou) Refrigeration Co., Ltd.
LG Inspur Digital Mobile

Communication Co., Ltd.

LG Electronics Taiwan Taipei Co., Ltd.

® SALES
R & D DESIGN / OTHERS
SERVICE

® PRODUCTION / SALES
LOGISTICS

® LIAISION OFFICE

ASIA

LGEAP
LGEIL
LGEIN
LGEJP
LGEML
LGEPH
LGSI
LGESL
LGETH
LGEVN

LG Electronics Australia Pty, Ltd.
LG Electronics India Pvt. Ltd.
P.T.LG Electronics Indonesia

LG Electronics Japan, Inc.

LG Electronics Malaysia SDN. BHD
LG Electronics Philipine Inc.

LG Soft India Private Ltd.

LG Electronics Singapore Pte, Ltd.
LG Electronics (Thailand) Co., Ltd.
LG Electronics Vietnam Co., Ltd.

SOUTH & CENTRAL AMERICA

LGEAR
LGEAZ
LGECB
LGEPR
LGEPS
LGESP

LG Electronics Argentina S.A.

LG Electronics da Amazonia Ltda.
LG Electronics Colombia Ltda.

LG Electronics Peru S.A.

LG Electronics Panama S.A.

LG Electronics de Sao Paulo Ltda.

LGEMR San Diego

© LGECI Toronto
ZENITH Chicago

#/LGEUS New Jersey

* LGEMU

RILEEEDARaxcall LGEAIHuntsville

LGEMM Monterrey ® o LGERS Reynosa

LGEMS Maxico City e

© LGEPS Panama

® LGECB Bogota

© LGEAZ Manaus

© LGEPR Lima

® LGESP Taubate
LGECL Santiago ®

*. LGEAR Buenos Aires

NORTH AMERICA

LGEAI
LGECI
LGEMR

LGEMS
LGEMU
LGEUS

ZENITH
LGEMM

LGEMX
LGERS

LG Electronics Alabama Inc.

LG Electronics Canada, Inc.

LG Electronics Mobile Research.
USA, LLC

LG Electronics Mexico S.A.DE C.V.
LG Electronics Mobilecomm U.S.A., Inc.
LG Electronics U.S.A., Inc.

Zenith Electronics Corporation

LG Electronics Monterrey Mexico
S.ADEC.V.

LG Electronics Mexicalli S.A.DE C.V.
LG Electronics Reynosa, Inc.
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MILESTONES

1950

1960

1990

2000

1958

1960's

1995

1997

1998
1999

2000

2001

2002

~ Founded as GoldStar

~ Produces Korea's first radios, TVs, refrigerators,washing machines, and air conditioners

" Renamed LG Electronics
Acquires US-based Zenith

~ World's first CDMA digital mobile handsets supplied to Ameritech and GTE in U.S. Achieves
UL certification in U.S.
Develops world's first IC set for DTV

~ Develops world's first 60-inch plasma TV

~ Establishes LG Philips LCD, a joint venture withPhilips

~ Launches world's first Internet refrigerator
Exports synchronous IMT-2000 to MarconiWireless of Italy
Significant exports to Verizon Wireless in U.S.
~ GSM mobile handset Exports to Russia, Italy, and Indonesia
Establishes market leadership in Australian CDMA market
Launches world’s first Internet washing machine, air conditioner, and microwave oven
~ Under LG Holding Company system, separatesinto LG Electronics and LG Corporation
Full-scale export of GPRS color mobile phones toEurope

Establishes CDMA handset production line and R&D center in China

2003

2004

2005

2006

2007

2008

~ Enters Northern European and Middle East GSMhandset market
Achieves monthly export volume above 2.5million units (July)
Top global CDMA producer
"~ EVSB, the next-generation DTV transmissiontechnology, chosen to be the U.S./Canada
Industry standard by the US ATSC
Commercializes world’s first 55" all-in-one LCD TV
Commercializes world's first 71" plasma TV
Develops world's first Satellite- and Terrestrial-DMB handsets
~ Becomes fourth-largest supplier of the mobilehandsets market worldwide
Develops world's first 3G UMTS DMB handset, 3G-based DVB-Hand Media FLO
DMB Phone with time-shift function and DMB notebook computer
Establishes LG-Nortel, a network solution jointventure with Nortel
~ LG Chocolate, the first model in LG's Black Labelseries of premium handsets, sells 7.5 million
unitsworldwide
Develops the first single-scan 60" HD PDP module and 100-inch LCD TV
Establishes strategic partnership with UL
Acquires the world's first IPvé Gold Ready logo
~ Launches the industry's first dual-format,high-definition disc player and drive
Dual-Format HD Disc Player and Full HD Flat Panel TV Lineup at CES 2007
Development of World's First HSDPA TOD Technology (3.5G HSDPA for China)

Securing the Standard for the 3GPP LTE(3rd Generation Partnership Project Long Term Evolution)

Technology
Aggregate Production of 10 Million Front-Loading Washers
Development of Mobile TV Technology for North America, MPH[Mobile Pedestrian Handheld)

~ Successful Demonstration of the 4G Mobile Communication Standard, LTE(Long Term Evolution),

in Mobile Devices

Selected as an Exclusive Supplier for the "World Phone’ that Enables Automatic Roaming Around the World

18 Million Chocolate Phones, 7 Million Shine Phones, and 1.2 Million Viewty Phones Sold
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COMPILATION AFTERWORD

LG Electronics published "LG Electronics' 50-year History” on its 50th anniversary.

Recording history is a crucial task, whether that of an individual, an organization, a corporation or a
country. It is a true insight, a way to learn from success and failure, a way to look back and think over the
significance of events. It is, without doubt, a difficult task to record the life of an individual, let alone the
entire history of LG Electronics, something which certainly demands great effort and pains on behalf of
the employees. Moreover, the process involved the creation of an overview of the history of the Korean
electronics industry, and furthermore, prospects for its future.

"LG Electronics' 50-year History” conveys the company's enthusiasm, willingness, and
pioneering footsteps in shaping the history of the Korean electronics industry. Through this, we tried to
announce the growth engine of LG Electronics to the public that helped LG to become a global company
beyond Korea's borders. As you turn the pages, you will experience the dream of LG Electronics to become
one of the greatest corporations to last over a century by continuously creating value for customers.

In order to effectively write the history of LG Electronics, "LG Electronics' 50-year History"
consists of 4 volumes: 5 decades of endeavors and pioneering, the history of growth, LG Electronics’
50-year history in pictures, and the English edition. "5 Decades of Endeavors and Pioneering" is composed
of illustrations dividing the 50-year history into 8 marked periods. "The History of Growth" focuses on
identifying the true driving force behind LG Electronics by putting an emphasis on topics: pioneering
foreign markets, innovation activities, product and technology, advertisements and brands, and corporate
social responsibility. "LG Electronics' 50-year History in Pictures"” is not merely a photo album but a
remarkable work which reflects LG Electronics' past, present and future, centering around the themes of
Customer, Works, and People. In particular, we expect that "The English Edition", which consists of LG's
great achievements around the world and including the history of LG Electronics, will play a pivotal role in
making LG Electronics’ employees proud of their company.

Like this, "LG Electronics’ 50-year History" attempts to express LG Electronics’ spirit and
enthusiasm renowned the world over. However, what we have achieved is not yet enough, and we still
have a long way to go. We have a lot of pages to fill. Now, LG Electronics is at a new starting point; a new
chapter. In a sense, "LG Electronics' 50-year History” is an unfinished book. We will close the book once we
are sure in our belief that the remaining pages are filled with our dreams and hopes.

| express my gratitude to those who have supported the publication of "The 50-year History
of LG Electronics” and to the global LG Electronics family who spared no effort in helping to publish the

work with interviews, photography, and document reviews.

April, 2008
LG Electronics' 50-year History Compilation Manager | Vice President, Myung Woo Chun
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