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TOKYO: The global microchip shortage dragging on
the auto industry has put barely a dent in production
at Toyota, the world’s biggest automaker, thanks to
lessons it learned after Japan’s 2011 tsunami disaster.
While the latest crisis caused by skyrocketing demand
for semiconductors has forced global car makers to
revise production plans, Toyota exceeded its sales tar-
gets this year and expects to sell even more units in
the next 12 months.

Its success lies in part, experts say, in its decision to
prepare extensively for disruptions after the experi-
ence of Japan’s devastating earthquake, tsunami and
nuclear crisis 10 years ago. The catastrophe left parts
of Japan’s industry on its knees for months, especially
vehicle makers, whose domestic supply chains were
thrown into turmoil. Toyota suffered like its rivals and
took six months to return to normal production, but
the firm resolved not to let the same thing happen
again. “Toyota learned the lessons of the 2011 earth-
quake probably better than anybody,” said

Christopher Richter, an auto expert and managing
director at the brokerage CLSA.

The Japanese giant reviewed all its suppliers, even
the most indirect, giving it a better understanding of its
supply chain and allowing it to react quicker in times
of crisis. Faced with a global semiconductor shortage
this year, “they were just way better prepared than any
other automaker in the world”, Richter told AFP. A
source close to another Japanese carmaker agreed.

“We all took steps like that post-Fukushima, but
Toyota did it best, and kept it up,” he said, referring to
the nuclear plant that was crippled by the tsunami.

Toyota’s full-year net profit jumped 10.3 percent
even as the pandemic hit the auto industry, the
Japanese firm said yesterday. Toyota said it generated
2.25 trillion yen ($20.6 billion) in the fiscal year to
March, up from 2.04 trillion yen the year before, beat-
ing its own annual forecast. For the year to March
2022, it now projects an annual net profit of 2.3 trillion
yen, up 2.4 percent.

The global auto industry has faced serious head-
winds during the pandemic, with lockdowns fueling
declining sales, and a shortage of the chips used in
modern vehicles has only compounded the woes. A
surge in demand for home electronics that use semi-
conductors, as well as a US cold snap, a drought in
Taiwan and a fire at Japan’s Renesas manufacturer
have created a perfect storm throttling chip supplies.

Loyal suppliers 
Toyota was a pioneer of the widely used “just-in-

time” production model - where stockpiling is kept to
a minimum to reduce costs. But as soon as it spotted
the first signs of a chip shortage, the firm switched
things up. “Toyota was the first automaker to adjust its
supply chain management system from a purely ‘just-
in-time’ model to a hybrid model where it stockpiles
more of the critical components such as semiconduc-
tors,” said Joshua Cobb, an auto analyst at Fitch
Solutions.

“Toyota has always been a leader in developing
supply chain management systems, and other
automakers tend to follow Toyota’s lead,” Cobb said.
German auto giants Volkswagen, BMW and Daimler,
and their US rival General Motors, have all recently
announced that they will change their supply and
stockpiling systems to build up more reserves.

But Japanese firm had a head start, and another
crucial advantage: Most of its suppliers, including
chipmakers, are Japanese companies, which will “pri-
oritize supplying Toyota”, Cobb said. Toyota often
holds shares and sometimes controlling stakes in these
firms, so it has “greater control” over the situation, he
added. “This differs from other automakers, specifical-
ly European and American automakers which source
most of their components from Asian companies,”
Cobb told AFP. An industry source said Toyota also
prioritizes good relations with suppliers, ensuring con-
sistently solid sales and pledging not to renegotiate
fees after a contract has been signed. All these factors
mean Toyota often comes out on top. “If we receive
orders from several clients at the same time, we have
to prioritize the most powerful and stable,” said the
source. Announcing its earnings yesterday, Toyota
could point to the fruits of its preparations, surpassing
its sales target with 9.9 million vehicles sold by all its
brands in the financial year to March. It is now target-
ing total sales of 10.5 million units in 2021-22.

Lessons from 2011 disaster help 
Toyota ride out chip shortage

Annual net profit jumps 10.3%, further growth forecast

TOYOTA CITY: In this file photo taken on Dec 8, 2017, robot arms weld the bodies of fourth generation Toyota Prius cars on the pro-
duction line at the company’s Tsutsumi assembly plant in Aichi prefecture. — AFP 

Brazilian navy divers recover on June 8, 2009 a huge part of the rudder of an Air France A330 aircraft lost in midflight over the
Atlantic Ocean on June 1, 2009. — AFP 

BURE, France: A robot-dog is pictured in a corridor of 490m-deep in an underground laboratory near Nancy on Tuesday. —  AFP 

Amazon wins EU 
court appeal in 
Luxembourg case
LUXEMBOURG: Amazon scored a major legal victo-
ry yesterday when an EU court annulled an order from
the bloc’s powerful antitrust authority that Luxembourg
recoup €250 million ($295 million) in back taxes. The
European Commission in 2017 accused Luxembourg of
handing tax privileges to the internet retail giant that
amounted to illegal state aid. But the EU General Court
found “no selective advantage” had been given to the
firm by the small EU Duchy, a statement said.

The setback for the EU lands less than a year after
iPhone maker Apple spectacularly won its appeal in the
same court against the European Commission’s block-
buster order in 2016 that Apple repay Ireland €13 bil-
lion. French energy giant Engie meanwhile lost its
appeal yesterday in the same court against a similar EU
order to repay Luxembourg €120 million in taxes. In
that case, the EU’s General Court said the commission
did demonstrate a tax advantage by Luxembourg to
the company.

Amazon hails ruling 
The cases came in the wake of the 2014 LuxLeaks

revelations that unearthed secret deals between
Luxembourg and hundreds of companies guaranteeing
super low tax bills. In the Amazon case, in 2017
Europe’s competition chief Margrethe Vestager
Luxembourg of an illegal deal with the internet giant to
pay less tax than other businesses.

In a statement, Amazon said “we welcome the
Court’s decision, which is in line with our long-standing
position that we followed all applicable laws and that
Amazon received no special treatment”. At the heart of
the case was a violation of the so-called “arm’s length
principle”, which for tax purposes is meant to ensure
that transactions between subsidiaries are based on
prices other companies would pay.

The court said that the EU’s methods for calculating
the advantage was “based on an analysis which is
incorrect in several respects,” the statement said. The
European Commission was not immediately available
for comment, but it has previously said that win or lose
its cases have had a positive effect, with international
efforts currently under way to close tax loopholes.

In recent weeks, the United States has embraced
the idea of a global minimum corporate tax that
would make special deals offered to multinationals a
thing of the past. Talks are ongoing at the OECD to
decide on the minimum tax that if confirmed would
likely see higher taxes for US tech giants and other
multinationals.

The EU has had trouble defending those decisions,
losing against Apple, but also in its case against
Starbucks. The commission appealed the EU General
Court’s decision in the Apple case, which will now go to
the EU’s highest body, the European Court of Justice.
The lower court similarly struck down an order by
Brussels that Starbucks pay €30 million in back taxes
in the Netherlands, but upheld a decision against Fiat in
Luxembourg. — AFP  

Margrethe Vestager

Tech coalition seeks 
US aid to respond 
to chip shortage
WASHINGTON: A newly formed coalition of tech-
nology firms called Tuesday for $50 billion in US gov-
ernment aid to boost incentives for domestic semicon-
ductor manufacturing in the face of a deepening chip
shortage. The Semiconductors in America Coalition
urged Congress to allocate funds for research and
manufacturing, calling the effort essential for economic
and national security.

The coalition - which includes giants including
Apple, Microsoft, Google, Amazon, AT&T and
Verizon and several dozen other firms - said it seeks
funding for the CHIPS for America Act, which was
passed by lawmakers earlier this year but without
funds appropriated.

“Semiconductors are the brains of the systems and
technologies that enable America’s economic growth,
national security, digital infrastructure, and global
technology leadership,” said John Neuffer, president
and chief executive of the Semiconductor Industry
Association, whose member firms are part of the coali-
tion. “Leaders from a broad range of critical sectors of
the US economy, as well as a large and bipartisan
group of policymakers in Washington, recognize the
essential role of semiconductors in America’s current
and future strength.”

The shortage has added to a supply crunch for the
technology sector and a variety of other manufactur-
ing sectors including automotive as the economy
emerges from a pandemic-induced slowdown. “To
address this problem in the short term, government
should refrain from intervening as industry works to
correct the current supply-demand imbalance causing
the shortage,” the coalition said in a letter to congres-
sional leaders.

“But for the longer term, robust funding of the
CHIPS Act would help America build the additional
capacity necessary to have more resilient supply
chains to ensure critical technologies will be there
when we need them.” — AFP  

Court orders Air 
France, Airbus trial 
over Rio-Paris crash
PARIS: Air France and Airbus must stand trial on
involuntary manslaughter charges over the 2009 crash
of a Rio de Janeiro to Paris flight that killed all 228
people on board, a Paris court ruled yesterday. Flight
AF447 plunged into the Atlantic Ocean during a storm
on June 1, 2009, the deadliest crash in Air France’s his-
tory. The court followed the general prosecutor’s rec-
ommendation, overturning an earlier court decision to
drop the case against both the French flagship carrier
and Europe’s top aircraft maker. It took two years to
find the wreckage of the Airbus A330 jet, which was
eventually located by remote-controlled submarines at
a depth of 3,900 m.

Investigators determined the crash was caused by
errors by pilots, who were disorientated by faulty

speed monitoring equipment. The general prosecutor’s
office call for a manslaughter trial against both Air
France and Airbus went beyond the Paris prosecutor’s
initial demand that only Air France should face
manslaughter charges.

Both prosecuting teams contested a 2019 decision
to drop the charges by the two investigating magis-
trates assigned to the case, who said they could not
ascribe fault to the companies in what appeared to be
a case of pilot error. But prosecutors accused Air
France of indirectly causing the tragedy by providing
insufficient training on how to react in case of mal-
function of the so-called Pitot tubes, which enable
pilots to monitor their speed. The pilots reacted incor-
rectly when the plane stalled after the speed sensors
froze over as it flew through a large cloud at high alti-
tude. Lawyers for Airbus said they would lodge an
appeal against the decision, saying it “in no way
reflects the conclusions of the investigation which
resulted in no charges against Airbus in this case”. Air
France told AFP that it had committed “no criminal
act” and that it, too, reserved the right to lodge an
appeal. The Paris appeals court decision had been
much awaited by victims’ families.—AFP

Researchers’ new 
best friend? Robot 
dog gets to work
BURE, France: Deep underground in eastern France,
a four-legged bundle of energy named Scar steps gin-
gerly through vast caverns, loaded with sensors for
taking measures in places where humans might fear to
tread. It’s an ideal training ground for Scar, a robotic
“dog” being groomed by researchers at the Ecole des
Mines engineering school in Nancy.

Its name is a French acronym for “Advanced
Robotic Assistance System”, and the Ecole des Mines
was the first in France to purchase the Spot robot from
the US firm Boston Dynamics last September. On
Tuesday, a team from the university tested out Scar’s
abilities at the Cigeo lab 500 m below the village of

Bure, slated to become a permanent home for thou-
sands of tons of toxic waste from France’s nuclear
power plants. At times the black-and-yellow robot was
guided by remote control, but at times it could navi-
gate on its own, opening up the possibility for
researchers to program autonomous tasks. Scar can
also enter and inspect areas that are hard to reach or
could expose humans to radiation risks. 

“We’re now interested in developing artificial intel-
ligence so it could be deployed for surveillance of
deep geological storage,” said Guillaume Hermand, an
engineer with France’s ANDRA nuclear waste man-
agement agency. “Our underground lab is a unique
and exceptional playground,” he said.

Students at the university will work on advanced AI
applications for Scar that will be tested at the lab. One
possibility is to have it carry out regular data capture
surveys of the same room or route, which could give
early warning to the lab’s operators of minute geologi-
cal shifts at the site. It could also be deployed quickly
in case of accidents where larger equipment would be
impractical. —AFP


