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Toyota shifts gears to foreign plants
Adapted from an article by Khozem Merchant, Financial Times, 30th June, 2004.
Toyota's Indian gearbox plant, located near Bangalore, is one of five around the world that are manufacturing components for a family of vehicles that will undergo final assembly in several countries.

Under the plan, India and the Philippines will supply gearboxes; Thailand diesel engines; Indonesia petrol-engines; and Latin America other parts. The product range will include vans, SUVs and trucks based on a single new platform, replacing two existing ones. They will be exported to about 38 countries.

Toyota's overall strategy is to try to get closer to demand centres such as China and India while using global sourcing to create economies of scale. The Indian market is growing rapidly but remains too small on its own for a local manufacturing and assembly base to be very profitable for a multinational company such as Toyota. If that base is also used to provide components for the company's global operations, however, the numbers begin to add up.

Questions

1
What are the key steps undertaken by Toyota in order to exploit economies of scale?

2
What problems might Toyota face by operating in this way?

