
The major automakers are trying
to find greener ways to satisfy
the mobility needs of a growing

world population. In 1997, Toyota
showed its commitment with the
world’s first mass-produced gaso-
line-electric hybrid vehicle, the
Prius, now sold in more than 20
countries and regions worldwide.
Since then, Toyota has introduced
the Estima Hybrid, the world’s first
hybrid minivan and four-wheel-drive
vehicle, and the Crown Mild Hybrid
luxury car, both in the Japanese mar-
ket. It also makes a full-size hybrid bus
for public transportation. With over
100,000 of its hybrids sold, Toyota has
90% of the global hybrid market.

Why the rush? Toyota’s leaders
believe that environmental technology
will be a key factor determining mar-
ket competitiveness. They also see
“green” oriented R&D as an opportu-
nity to add value in other areas. Hailed
by industry experts as tour de force of
next-generation automotive engineer-
ing, the Toyota Hybrid System (THS)
collects and uses the energy wasted by
conventional power trains. Since THS
is based on “intelligent energy man-
agement” it also serves as a robust IT
platform for innovations that can
enhance driving pleasure, comfort,
and safety. A case in point is the
Estima Hybrid’s brake-by-wire
technology, which enables wheel-
by-wheel control, providing agile
handling that is pleasant surprise in
a minivan.

Toyota will begin limited market-
ing of a hydrogen-powered fuel cell
SUV in Japan and the U.S. around the
end of this year, with a view toward
full-scale commercialization of fuel-
cell hybrid vehicles after 2010.
Toyota has developed its own fuel-
cell stack and ancillary technology.
The target is to be selling 300,000
hybrid vehicles per year globally by
approximately 2005.

While hybrid vehicles using gaso-
line, diesel, natural gas, and fuel cell
power sources are at the forefront of its

environmental efforts, Toyota also
continues to improve the envi-
ronmental compatibility of its
cars that use internal combus-
tion engines alone. The Diesel
Clean Advanced
Technologies (D-CAT) pack-
age incorporates computer-

controlled common rail fuel injection
and Toyota’s Diesel Particulate NOx
Reduction (DPNR) catalytic system to
continually and simultaneously remove
particulate matter (PM) and NOx. Plans
call for commercialization of a D-CAT
equipped vehicle in Europe in 2003.
Toyota is also seeking to cut CO2 emis-
sions through enhanced combustion
efficiency by equipping more gasoline

vehicles with direct-injection D-4
engines.

More information on Toyota’s
hybrid technology and vehicles can
be found at 

http://www.toyota.co.jp/hybrid
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TOYOTA. 
NAVIGATING 
A NEW CENTURY.
By STEPHEN BENFEY
in Tokyo

TOYOTA’S PERFORMANCE SHINES AS
the automaker accelerates the pace of its evolu-
tion. For the fiscal year ending March 31, 2002,

Toyota achieved record net revenues of ¥14,316.9 bil-
lion and net income of ¥556.6 billion, on a consoli-
dated basis (US GAAP). As of March 31, 2002,
Toyota had the high-
est market valuation
of any automaker in
the world, with
enough ready cash to
buy back, during fis-
cal year 2002, 229.5
billion yen of its own
shares. At its manu-
facturing facilities in
more than 25 nations
and regions, Toyota
made the third largest
number of automo-
biles in the world dur-
ing FY2002, under
the Toyota, Lexus,
Daihatsu and Hino brands, and set a record high for
overseas production. Rather than simply increasing
overseas production and sales, Toyota believes in local-
izing design, development and purchasing, while
putting down strong regional roots, a strategy proven
successful in North America and other markets.

With the opening of its French plant and a
joint venture with Peugeot Citroen, Toyota con-
tinues to expand its global presence with vigor.
Toyota’s Lexus- and Toyota-badged vehicles rank
among the world’s highest-quality cars in third-
party surveys of customer satisfaction. Most

impressively, this
kind of performance
is sustained. Toyota
has been in the black
every year for more
than five decades, an
exceptional case of
financial stability. As
more of the world’s
population seeks the
individual freedom
and convenience of
the motorcar, Toyota
is accepting the
responsibility to sat-
isfy diverse mobility
needs with innova-

tions such as cleaner diesel engines and hybrid
technology. The automobile’s second century
holds great potential to advance in market
strength and industry leadership. Toyota’s goal
is a world market share of roughly 15% early in
the 2010s.

Global Balance.
Local Adaptation.

Toyota obtains about one third of total sales from
Japan, another third from North America, and the
other third from Europe and other regions. This bal-

anced division serves as a risk hedge
against foreign exchange movements
and regional or stylistic fluctuations in
demand. Toyota is constantly expand-
ing production to support increased
sales. Since 1991, overseas production
rose by a factor of 2.7, to 1.83 million
units in fiscal 2002 (including non-
consolidated subsidiaries). Today,
Toyota has 38 production centers in 23
countries and regions outside of Japan. 

In July, Toyota celebrated its 100
millionth North American-made vehi-
cle, as it builds toward annual produc-
tion capacity of 1.45 million vehicles by
2003. The company’s West Virginia
plant is raising its engine production
capacity to reach 540,000 by that year. In
May 2001, the plant also became the first
overseas production center for automatic
transmissions. A new plant to open in
Alabama in 2003 is scheduled to produce
120,000 V8 engines annually. 

Toyota’s Ontario plant will begin mak-
ing the Lexus RX-300, becoming the first
Lexus assembler outside Japan. A new
Toyota plant being built in Mexico will
take over truck bed production in 2005
from Toyota’s Long Beach plant which will
begin building Hino trucks at that time.
Further south, Toyota’s plant in Brazil is
tripling capacity to better supply new-gen-
eration Corollas to more than 25 Latin
American countries.

In Europe Toyota is
steadily increasing sales
toward a target 5 per-
cent market share by
2005. 

Toyota hopes its
4FF billion plant in Valenciennes, northern France will
help. Opened in 2001, this “lean, clean industrial site of the
21st century” has a star-shaped layout to promote worker
communication and production efficiency. Valenciennes
makes the Yaris, designed in Europe for the European mar-
ket. Gasoline engine assembly for the Yaris is shifting from
the UK to France this year, followed by diesel engine
assembly in 2003. Toyota’s UK engine plant is increasing

production of a variety of engines, aiming to reach the
400,000 level next year. Corolla 3-door Hatchback produc-
tion has shifted from Japan to Toyota’s UK vehicle plant,
which makes the Corolla 5-door Hatchback and Avensis,
raising output about 30 percent to full capacity of 220,000
units annually in 2002. Toyota’s new Polish plant makes
manual transmissions for the Yaris and soon for the Corolla
and Avensis as well. The Polish plant is designed as a
European unit production base and in 2005 will expand to

make gasoline engines and boost trans-
mission-building capacity. These will
supply Toyota Peugeot Citroen
Automobile Czech (TPCA), the joint
venture in the Czech Republic, set up
this year to build small cars to be
retailed under both partner’s brands
beginning in 2005. Another strategic
Toyota manufacturing center for
Europe is Toyota Motor Manufacturing
Turkey, which started exporting
Corolla sedans in February 2002.

Production of the first China-
made Toyota-badged vehicle, the
Coaster bus, began in December
2000. A new plant under construction
in Tianjin is to build compact cars

based on the Yaris platform, beginning
in 2002 at a volume of 30,000 per year.
In India, a joint venture with Kirloskar
Systems Limited (KSL) of the Kirloskar
Group is will make manual transmis-
sions starting in 2004. In major markets
such as Thailand and Indonesia, Toyota

is working to maintain
a high market share of
more than 20% as the
region regains econom-
ic vitality.

At home, Toyota has
kept its Japanese market
share higher than 40%,

including a substantial proportion of highly profitable vehi-
cle styles such as mid-sized SUV and high-ceiling 3-box
cars. Advances in information technology are letting Toyota
leverage its position as Japan’s top automaker to expand
relationships with consumers. Since 1998, Toyota’s Internet
e-commerce site, gazoo.com, has been marketing Toyota
vehicles and related services. One of Japan’s top automo-
tive websites, Toyota’s popular gazoo.com has nearly 3 mil-
lion members. With a new IC credit card , Toyota hopes to
expand its card membership base to 5 million.

Through Toyota Financial Services Corporation, Toyota
is also a significant presence in the growing market for
automobile finance in North America and Europe. Given
Toyota’s high credit rating – higher recently than the gov-
ernment bonds of Japan itself -- the company is well posi-
tioned to expand in this area.

Much of what is practiced as “lean manufacturing” is
credited to Toyota. The roots of the Toyota
Production System (TPS) reach back to the car-

maker’s parent, the Toyoda Automatic Loom Works. Its
founder Sakichi Toyoda invented a loom that stopped auto-
matically if a thread broke. On a Toyota assembly line, any-
one can stop the line at any time to
correct a problem. Another exam-
ple is “just in time” inventory,
delivered by suppliers as needed,
instead of the “just in case” stock-
piling of components that used to
be the norm. 

When implemented compre-
hensively, the technique irons out irregularities across the
board, not only from line worker back to supplier, but also

from dealer to factory. Toyota believes it is the customer,
ultimately, who calls the shots and determines the product
and quantity to be manufactured. Driving all of this is
Toyota’s practice of kaizen, “continuous improvement.” 

At Toyota, simply correcting an irregularity or remedy-
ing a laxity is not considered kaizen. The point is to question
all assumptions and constantly be on the lookout for new
ways to avoid waste of every kind.

As an example of how Toyota never leaves good enough
alone, it launched a tough new initiative to achieve cost
reduction in 170 components that account for 90% of com-
ponent purchasing costs.. Now in its second year, this
Construction of Cost Competitiveness for the 21st Century
(CCC21) focuses on simultaneous engineering (SE) in
which Toyota and its suppliers collaborate in four areas:
design & technology, production, purchasing, and fixed
costs. 

In manufacturing, Toyota’ new Global Body Line, now
in over 30 of 35 assembly lines in
Japan and overseas, helps plants
quickly add or change models as
markets demand. Instrumental in
GBL is Toyota’s digital engineer-
ing initiative, which combines
knowledge engineering with 3-
dimensional assembly simulation.

It lets engineers design, more or less simultaneously, both
the cars themselves and the production processes that will be
needed to make them.

“Greener” Gathers Momentum

“Just in time” 
instead of 

“just in case”

Contact points for investors

Formula 1 is the world’s most
watched annual sporting event. In
Toyota’s first year in Formula 1, it
proved it has the will and resources to
be a contender. 

Building on its successful track
record in CART and other motorsport
arenas, Toyota took on the extreme
challenge of F1 racing with a desire
to broaden the brand’s appeal, using
the circuit as the ultimate automotive
“test lab” for state-of-the-art materi-
als and technologies. This is why
Toyota decided to keep full control of
chassis and engine development,

unlike most other car manufacturers
entering F1. Complete information on
Toyota’s F1 activities are available at
http://www.toyota-f1.com

At the other end of the driving spec-
trum, Intelligent Transport Systems
(ITS) are starting to help solve traffic
congestion problems and thereby
reduce CO2 generation. In Japan,
Electronic Toll Collection (ETC)
already lets properly equipped vehicles
pass tollgates in many areas without
stopping. Toyota’s Intelligent
Multimode Transit System (IMTS)
enables driverless multi-vehicle pla-

tooning An IMTS automated bus sys-
tem has been operating since 2001. G-
BOOK is Toyota’s advanced telematics
application combining navigation and
communications, to be launched in the
fall of 2002. Investments in KDDI
Corporation and Crosswave
Communications, Inc. strengthen
Toyota’s telecommunications resources
for the future.

From Customer Satisfaction
to Investor Satisfaction

Toyota gives priority to cash flow and is not reliant upon bank loans. This helps it fund innovation at the levels that have
brought it such successes as the Lexus and the Prius, while investing in new plants around the world in response to a dynam-
ically changing world economy. 

To better satisfy investor needs, Toyota made its shares avail-
able on the New York and London exchanges in 1999; in the Tokyo
market, the automaker reduced the tradable lot size of its shares
from 1000 to 100. 

Beginning in fiscal 2002, it has inaugurated quarterly reporting
and instituted a Committee of Ethics for Corporate Conduct. Over
the past six fiscal years, Toyota has repurchased ¥921.9 billion of
its own shares, including ¥143.0 billion of treasury stock cancelled
in May 2002.

Toyota increased cash dividends ¥3, to ¥28 for FY2002, for a
payout of ¥101.5 billion. Total returns to shareholders in fiscal
2002 amounted to ¥330.7 billion, the sum of share cancellations
and dividends. The company has approved an additional buyback
of up to ¥600 billion of its own shares over the coming year. Toyota
management has also set a mid-to-long term target figure for return on equity (ROE) of 10 percent or better. As reflected
in Toyota’s high PER, investors see extraordinary long-term growth potential and even greater profitability in the future. In
times of economic uncertainty, Toyota’s stability makes it attractive as a “defensive” stock comparable to major pharma-
ceuticals. 

In the past, Toyota has maintained profitability even during major currency fluctuations. Instead of just coping with
adverse conditions, the company uses them as triggers for growth. Significant innovations followed the oil crisis and strin-
gent emissions regulations of the 1970s, as well as the appreciation of the yen in the 1980s. In the 1990s, Toyota flourished
on a global scale, brushing off the potential dangers of a weak Japanese economy and international trade friction. Today,
some regard the automobile sector as a mature industry. But to Toyota, this is a time of new beginnings.

Environmental technology will 
be a key factor determining 

market competitiveness

The
Toyota
Hybrid
System
(THS) saves
fuel by storing
energy and
adjusting intelli-
gently to each situation
- as proven in Toyota’s hybrid
vehicle line, including the Prius,
the world’s first mass-produced
and best-selling hybrid car now
available in 20 countries, the
Estima Hybrid minivan, and
FCHV-4 (prototype of upcoming
fuel cell hybrid SUV), above.

Fine Tuning the Engine of Toyota’s Success

Toyotas made
in France,
Brazil and
Turkey for
export to
regional 

markets.

Race Track & Smart Track

Digital engineering


