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The Subaru Production Strategy Commenced in 2011, Subaru’s “Motion-V” mid-term management plan set forth the objective of achieving annual automotive sales volume of more than 1 million units within 10 years to support long-term, sustainable corporate growth. Since then, we have pursued a sales strategy with a strong focus on our core competencies and have supported this strategy by reorganizing our global production system. Due to changes in circumstances, we determined that one goal of the plan, beginning local production in China, would be difficult to achieve during the period of the mid-term plan. To compensate, we have been working to increase production at our existing plants in Japan while further fortifying our production system in our most important market, North America, where sales results continue to exceed plan. We plan to increase yearly automobile output at Subaru of Indiana Automotive, Inc. (SIA) from the current 170,000 units to 200,000 units by the end With a view to achieving our long-term objective of selling more than of fiscal 2015, and to 300,000 units by the 1 million vehicles per year, we are currently reorganizing our global end of fiscal 2017. In addition, we plan for production system. In addition to proactively investing to increase SIA to begin producing the Impreza, production in North America, the largest market for Subaru which continues to sell extremely well. automobiles, we are refining our production processes and operational At our Gunma Manufacturing efficiency at our facilities in Japan. Through these initiatives, we are Division in Japan, we have achieved ramping up production while taking cost-performance to the next level. incremental increases in production capacity by refining production processes, while our “bridge production” initiative has allowed us to produce multiple models on multiple production lines, optimizing our output of each in response to demand. Through these efforts, we are maximizing efficiency and increasing production at our current facilities while holding investment in new facilities to a minimum. Based on this strategy, we will raise our yearly production capacity of passenger vehicles in Japan from 422,000 units in FY2012 to 602,000 units by summer 2013. To achieve our goal of selling more than 1 million vehicles globally per year, we are raising our production capacity by practicing optimal management of facilities and human resources at each production site.
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To produce over 1 million vehicles per year, we are becoming even more ﬂexible and efﬁcient.
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Automobile production capacity plan
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The Subaru Production Strategy Leading Subaru production since 1960, Gunma is implementing new initiatives to enhance efficiency.



Ever since its previous incarnation as an airplane manufacturer, Subaru has maintained the same stringent philosophy of designing and producing vehicles, which includes the following three goals: pursuing the ultimate in Subaru vehicle performance; condensed, lean packaging; and top-level safety in all driving environments. Established in 1960, our Gunma Manufacturing Division has faithfully put these principles into practice and served as the heart of our global automobile



In Japan



Gunma Gunma



To deliver highest-quality vehicles in a timely manner, we will continue to improve and enhance our production lines and technologies.



After discontinuing mini vehicle production, we are focusing on value-added passenger vehicles.



production for more than a half-century. The Gunma Manufacturing Division comprises the Main Plant and Yajima Plant, which assemble finished automobiles; the Oizumi Plant, which produces automobile engines and transmissions; and other facilities. While carrying on the tradition of technology and expertise we have built since the foundation of our company, the Gunma Manufacturing Division strives always to produce vehicles that truly delight our customers, delivering them in as timely
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a manner as possible. Moreover, the Division aims to be the best in the world in the areas of product quality, manufacturing efficiency, environmental responsibility, and worker well-being.



Automobile production per year in units Figures correct as of March 31, 2013



583,000 units



Saitama



To focus corporate resources on manufacturing passenger vehicles that offer even more value than mini vehicles, we discontinued the design and production of mini vehicles in February 2012. To this end, we have transformed our Main Plant from our main mini vehicle production site to a passenger vehicle assembly plant. This plant now produces the SUBARU BRZ/Toyota 86/Scion FR-S, a model that we co-developed with Toyota
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Motor Corporation. In August 2012, we began our “bridge production” initiative at the Main and Yajima Plants, which allows us to produce the Subaru Impreza and SUBARU XV at both sites. Thanks to this new production system, we can rapidly and flexibly adjust the proportion of the two models we produce at each plant in response to changing circumstances. Plus, in our “stepwise expansion” initiative, we have
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refined our production processes on a continuous basis, thereby expanding automobile production in Japan to 583,000 units per year as of March 31, 2013—a 24.6 percent increase over the previous year. While we focus our corporate resources on capital investments that support our core competencies, our employees are working hard to raise production capacity to deliver Subaru automobiles to our customers as quickly as possible.



The Subaru Production Strategy Initiative No. 1: Stepwise expansion



We efficiently expand production capacity with minimal investment.



Annual passenger vehicle production capacity February 2012



422,000



From an early date, we have been engaged in refining our production processes to raise production capacity step by step while minimizing new investment in facilities and equipment. An automobile production line includes many separate production processes, including pressing, welding, painting, and final assembly. Differences in capacity between the various machines used in production cause bottlenecks. In this unique stepwise expansion initiative, we thoroughly analyze



these bottlenecks and improve processes with small investments in precisely tailored solutions. As a result, we can increase capacity incrementally across the entire production line. As one example of this method, we have gradually increased production by increasing the number of welding robots and optimizing their configuration. Through making continuous improvements of this kind, we are realizing a highly efficient production system while holding new investment to a minimum.



2012 reorganization of production lines at Gunma Manufacturing Division
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Bridge production begins of Subaru Impreza and SUBARU XV at both the Main and Yajima Plants
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Initiative No. 2: Bridge production



The Main and Yajima Plants coordinate to meet changing demand rapidly and flexibly.



Summer 2013



602,000 units



When a company produces as small a number of vehicles as Subaru does, it is crucial to fulfill the actual demand for each model as precisely and rapidly as possible. We call our method of achieving this goal “bridge production,” in which two or more production lines are able to produce multiple models. Each line flexibly changes its output of each model in order to meet demand in real time. In the Gunma Manufacturing Division, the Yajima Plant was the first to implement bridge FUJI HEAVY INDUSTRIES LTD.



production. Then in August 2012, after the Main Plant switched from mini vehicle to passenger vehicle production, it joined the Yajima Plant in a two-plant bridge production system. Both plants are able to produce the Subaru Impreza and the SUBARU XV, adjusting the number they produce of each model as needed. This system helps produce a level utilization rate of the lines at both plants while making Subaru able to respond to changing demand flexibly and rapidly.
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Bridge production at Main and Yajima Plants Exiga
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Bridge production of the Impreza and Forester models serves as a kind of control valve, allowing the lines to respond flexibly to demand for each model and maximize the utilization of production capacity.



The Subaru Production Strategy Unique Subaru engineering and products continue to earn new customers in America.



The United States is currently the biggest market for Subaru, representing about 50% of our worldwide sales volume. We’ve earned the support of American customers through our unique engineering and automobiles, which offer exceptional crash safety, utility, and driving performance. In addition, we’ve responded directly to the needs of the US market by introducing larger models and built a strong network of dealers, resulting in robust sales growth. Subaru of Indiana Automotive, Inc.



growing local demand by producing and supplying automobiles in a timely manner, thereby realizing sustainable sales growth in the US.



(SIA), our US automobile production plant, has also been crucial to the growth of our business in the US market. While coordinating with the Gunma Manufacturing Division, the heart of our global production system, SIA serves as the sole production site of the Tribeca, Legacy and Outback models which are especially popular in the US. Producing locally lets us reduce the risk we incur from fluctuating exchange rates. More importantly, we can fulfill continuously



Change in yearly US automobile unit sales over time
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Fiscal 2012



When SIA became a full Subaru subsidiary in January 2003, we began a new initiative to enhance its productivity and increase the level of coordination between it and Subaru of America, Inc. (SOA), our US sales and marketing subsidiary. As a result, we were able to expand our production capacity in the US significantly. Moreover, we began consignment production of the Toyota Camry at SIA in April 2007, further stabilizing our operating rate at this location. FUJI HEAVY INDUSTRIES LTD.



New record



Unit sales objective



280,000 358,000 385,000 380,000



We are expanding local production capacity to support further growth in our most important market.



We’re increasing capacity at SIA, which has been our foundation for growth in the US.



Unit sales objective to be achieved 2 years in advance units



Fiscal 2013



In 2010, building on robust US sales, we invested in equipment for several main production processes, including those related to painting, and interior and exterior finishing. We also replaced outdated systems, taking overall production capacity at SIA to the next level. This initiative put us in position to increase output of two popular models, the Legacy and the Outback. By investing in equipment as needed and implementing our “stepwise expansion”
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Fiscal 2016



(last year of current mid-term plan)



method of enhancing efficiency, we are increasing production capacity at SIA on a continuous basis and giving full support to our healthy sales in the US market.



The Subaru Production Strategy With a $400M investment, we plan to take SIA production capacity to 300k units/year in fiscal 2017.



Plan to increase SIA production capacity By end of fiscal 2015 Subaru vehicle production capacity at SIA
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In the United States, automobile sales in recent years have exceeded our projections, resulting in insufficient inventory on a regular basis. In Japan as well, our passenger vehicles sold extremely well in fiscal 2013, and we were unable to increase production in Japan enough to ease the lack of supply in the US market. To address the insufficient supply of Subaru automobiles in the US, we are further expanding production at SIA. First, by increasing and improving equipment on



our current production lines, we plan to increase production capacity to 200,000 units per year by the end of fiscal 2015. Then, we plan to take production capacity to 300,000 units per year by the end of fiscal 2017 at a total investment of approximately $400 million. As part of our production expansion, we will begin production at SIA of the Impreza, a model that is extremely popular in the US. In addition, we plan to implement at SIA “bridge production”, our method of



$400M investment in SIA production capacity Current line expansion Bridge production implementation New painting facility



$ 160M $ 40M $ 200M



100



By end of fiscal 2017 Subaru vehicle production capacity at SIA
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To grow our business in the US, we are developing an autonomous US workforce.



producing multiple models on multiple production lines, which has been a success in Japan. Through initiatives like these, we plan to increase production capacity in the United States on a continuous basis going forward.



To achieve its major production capacity expansion objectives for fiscal 2017 and begin producing new models, SIA is proactively expanding its workforce with a plan for 900 new hires in total. Concurrently, SIA is fortifying its employee training programs and other human resources initiatives. As one example, SIA sends engineers to Japan to participate in a new automobile development project from the beginning. The engineers are
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then able to leverage this real-world experience when they launch production of a new vehicle back home. Further, they each gain deeper ownership of Subaru’s unique approach to manufacturing automobiles. Ultimately, this initiative helps SIA develop outstanding and autonomous human resources that contribute to enhanced productivity and product quality. At an early date, SIA achieved
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certification in the internationally recognized management systems ISO 9001 (quality management), ISO 14001 (environmental management), and ISO 50001 (energy management). All employees participate in these systems, applying their principles and methods throughout the company and thereby contributing to enhanced efficiency and sustainable environmental management.
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