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[bookmark: _Toc122959332]Introduction 
A multinational's practice of entering the Chinese market is an excellent example of a globalization strategy since the Chinese market is crucial for multinational vehicle makers. This report will analyze Toyota's plan for breaking into the Chinese automobile industry, focusing on its partnership model, geographic footprint, and degree of personalization in manufacturing. Every business hopes to first succeed in its own area, and then to spread to other countries. Given the global nature of business in the present day, it is common practice for companies to expand their operations overseas. When a business expands into a new nation, it gains an edge over the competition by expanding its access to the new global marketplace. Toyota, along with other large multinational vehicle manufacturers like General Motors and Ford, is often regarded as the industry leader. Toyota's plan for expanding abroad, and in particular in the Chinese market, will be the focus of this research. Toyota's Entry into the Chinese Market, the Institutional Environment, and the Company's Entry Strategy will all be evaluated as part of this study. The study will conclude with a discussion of the institutional obstacles encountered by the multinational firm, the measures taken to lessen the impact of these obstacles, and the final result.


[bookmark: _Toc122959333]Company Overview 
Toyota Motor Corporation is a worldwide corporation headquartered in Toyota City, Japan that manufactures a wide range of vehicles, including automobiles, trucks, buses, and even robots. Toyota is not only the biggest but also the most prolific automaker in Asia. Toyota, together with Nissan Motors and Honda Motor, are the three largest Asian automakers competing with U.S. companies on the global market. Toyota Finance Services is the company's financial arm, and it also operates in other areas. Toyota, Scion, and Lexus are all brand names for automobiles manufactured by the same company. Toyota controls the majority of Daihatsu, Hino, and 8.7 percent of Fuji Heavy Industries, which produces Subaru vehicles. It has been observed that Toyota motors have business in relation with selling and making the automobiles and its components. 
It could be observed that the company manages the business based upon three main sections that include: Transportation and finance and other components in relation with the automobiles.  The company’s automobile division is mainly under the research and development and retail sales of accessories, vans and pickups. The company is currently developing themselves and working on the advanced transportation system. The dealers and vendors of the company often apply fiancé in order to buy as well as take a lease car by implementing various financial services division. It has been ascertain that leasing is generally offered for the general public and lease contracts which often purchased by the retailers (Coetzee et al., 2016). Toyota manufactures and assembles automobiles at plants across the globe for sale in local markets. Plants in countries such as Unites states, Australia, France, Mexico, Malaysia, China, Thailand, Venezuela, India and Pakistan, all participate in the production or assembly of the company's goods. The Company have been able to successful progress its growth due to the strong desire and dedication to develop high quality goods for the clients (Iwao, 2017).
[bookmark: _Toc122959334]Automobile industry analysis 
The Toyota Motor Corporation is a rival in the global car market. There was a lot of upheaval in the automotive industry during the previous five years. With the changes in time, the consumer preferences have changed drastically that include changes from large to pickup trucks which are cozier and compact with all amenities. The consumers nowadays prefer less fuel efficient automobiles as the overall cost for gasoline have increased rapidly. Some automotive companies saw the shift coming and diversified into the manufacturing of hybrid electric motor vehicles and the production of smaller cars. Some automobile companies were slow to move their attention from large to compact vehicles because they anticipated that once gas prices dropped, buyers would return to buying SUVs and pickup trucks (Coetzee et al., 2016). Due to the financial crisis that have been found in US with relation to 2008, gasoline prices ultimately began to decline. Many other Western countries entered recession after the United States, setting off a chain reaction across the developed and developing continents. As per the statistical report it has been evaluated that in 2009, the overall sales of the company degraded by 15.4%. As per the data of 2013, it has been observed that the industry revenue of the automobiles is forecasted to expand by 2.1%, and it has bene further estimated that $2.3 trillion is mostly resulted for pent up demand. Overall the automobile sector in a whole is predicted to have increased by an average rate of 2.2% that are found between 2008 and 2013. In response to the manufacturing unit it has been blostered by BRIC nations that it have economically expanded during the last five years (Liu et al., 2015). As per capita income rose in these regions, so did the desire for automobiles. In relation to the western automakers it has been evaluated that automakers have relocated the manufacturing plants mainly to BRIC nations in order to get access of the markets by undertaking advantages for the low cost production system. Over the next five years, the demand for motor cars in the West will revive, and the developing countries will maintain their expansion. Over the next five years, it is anticipated that industry sales would increase by 2.5% annually, reaching an estimated $2.6 trillion by 2018.
[bookmark: _Toc122959335]Porters five force analysis 
Threats of new entrants 
· A lot of money is needed.
· Existing firms are likely to retaliate aggressively if new entrants provide innovative items and ideas to the market (Luthra et al., 2016).
· Existing businesses have little legal protection against upstarts.
· The reputation and public perception of all major automakers are well-established.
· Design and engineering excellence are the primary differentiators of products.
· A new entrant would have easy access to the industry's supply chain.
· Small businesses have a difficult time realizing the benefits of economies of scale.
· In order to safeguard domestic markets, several governments impose prohibitively expensive import levies.
Bargaining power of suppliers 
· There is a flood of vendors
· There are some very huge suppliers out there, but by and large, businesses are using one metal in place of another (plastic instead of metal)
· Resource Easily Available
· There is little risk of forward integration from suppliers.
Bargaining power of buyers 
· Buyers abound
· Corporations or governments acquire huge fleets and may negotiate for cheaper pricing than individuals.
· Switching to a different car manufacturer or mode of transportation is cheap.
· Alternative automobile brands are freely accessible.
· Buyers are price-sensitive and base their selection on a vehicle's pricing.
· Backward integration isn't a buyer danger (Dälken, 2014).
Threats of substitutes 
· Bicycles, motorbikes, trains, buses, and airlines are alternatives.
· Substitutes can't match convenience.
· Alternative transportation is often cheaper and greener.
Competitive rivalry 
· Typical Number of Rivals
· The costs associated with leaving the automobile business are so high that most companies either go under or remain there permanently.
· Manufacturing is a massive, yet well-established, sector of the economy.
· Competing businesses vary in size, but they all aim to attract their respective audiences' attention. Patrons have strong attachments to their favorite companies.
· A moderate risk of being acquired by a rival exists.
[bookmark: _Toc122959336]China automobile market 
China's Auto Policy emphasizes that the automobile sector will be a future core industry. Along with this, a slew of FDI-related laws and regulations were introduced to safeguard the domestic car sector. The Chinese government shielded its indigenous industries from outside competition because of this. The protections included a higher tax of 80–100% on CBU automobiles and their parts and components, as well as a reduction in the amount that could be imported. In addition, requiring 40% LCR is a crucial safety measure (Dobbs, 2014).
China joined the World Trade Organization, whose mission is to promote open and fair trade across the world. Cutting red tape for global commerce is a crucial step in the right direction. The agreement stipulates that China must amend its laws and norms to conform with the concept, while the WTO gave a set term acting as the buffer to provide Chinese producers ample time, in this case, a 5-year period for protection. The Chinese government has committed to lowering vehicle import taxes to 25% and component tariffs to 10% over the course of the next five years. The import limit for automobiles should be eliminated when the 5-year period of protection ends (Abosag et al., 2012).
A joint venture is required for foreign automakers to enter the Chinese market. The international partners often provide more sophisticated technology, while the Chinese partners are in charge of local strategy, expertise, and public relations. However, foreign-side partners would adopt various tactics to preserve their controlling attitude in the JV-created collaboration in order to acquire additional benefits. Its high level of technology is often the method most heavily relied upon. Partners on the other side of the world sometimes simply provide the JV with the bare minimum in terms of technology and preserve the cutting edge for themselves. The decline in quota and tariff enforcement has also opened the door to direct import as a viable trade option (Abosag et al., 2012). In conclusion, in order to accomplish multiple goals, including reducing the delivery time from suppliers, enhancing the supply chain, and constructing a more effective system, foreign automakers may choose to establish various functional entities which assume the job of materials storage and distribution of logistics. Suppliers of automobile components also profited from the uptick in business because of China's cheap labor costs, enlightened government, and sizable consumer market (Abosag et al., 2012). However, the Chinese market for car components isn't without its issues. As a first point, the Chinese car components market is rather modest in size and geographically dispersed. Second, only a small number of local suppliers have been able to get contracts with the big multinational automakers due to the lower quality of locally-made components compared to their overseas counterparts (Nahm et al., 2019).
With response to the china’s domestic production it has been observed thart it may increase by 35 million cars by the end of 2025, while making this as one of the largest automotive market all across globe. By the ends of 2020, it could be assessed that 25 million car has been sold and it includes 19.99 million passenger vehicles which is down to 6.5% from 2019. All the data that has been stated are collected mainly from Ministry of Industry and Information technology. Together the number of commercial vehicles are sold which are increased by 20% to 5.3 million by the end of 2019. In recent years, tariff barriers in China have been rather high for U.S.-made automobile exports. Although China's retaliatory tariffs on U.S. autos were lifted in late 2019, the country still charges a 15% duty on most imports from the United States and other key trade partners. In the U.S.-China Phase One Trade Agreement, vehicles were added, which might be good news for American automakers (Nahm et al., 2019). The government of china have made measures mainly to support the vehicle consumption in relation to the aftermath of the pandemic situation. Mainly there are measures that comprises of delaying for the effective adoption of China six emission standard till January 2021, that have offered both taxation as well as fiscal assistance. It have related to the hastening of the removal for the out-dated diesel trucks and well optimisation of the second-hand car trading channels (Nahm et al., 2019).
[bookmark: _Toc122959337]Internationalization strategy of Toyota 
Toyota's success in chosen markets has been achieved by the use of tactics most, designed by Japanese professionals. The KAIZEN approach of continuous improvement and its effect on product quality is the foundation of both Toyota and other Japanese businesses. "KAIZEN" is an integrative strategy, meaning it is a cross-departmental plan that assigns progressive improvement, management, and ongoing business operations and the criteria of quality, productivity, and competitiveness, with direct engagement from all employees. Toyota's product strategy is founded on a commitment to excellence, the pursuit of cutting-edge research and development, the cultivation of original thought, and the application of considerable effort. When it comes to developing cutting-edge technology for cars, Toyota is unrivaled. In the face of the complex problems facing the automobile industry today, Toyota is working to find innovative solutions while also taking responsibility for the next generation (Meckling et al., 2019).
Toyota concurrently investigates a wide range of options for building less polluting automobiles in response to the issue of pollutant emissions. Toyota has made it a priority to advance hybrid systems, which combine diverse sources of electricity, as a foundational component in the production of clean technology automobiles. The development of alternative-energy-powered engines has come a long way. Combining two potentially useful energy sources into a single system is an attractive strategy. Hybrid technology is the best hope for realizing Toyota's green vehicle vision. The company's quest for ground-breaking answers is founded on cutting-edge technical principles. Unconventional ideas need a voice, and future technologies need to be tried and evaluated in real-world contexts. For this reason, Toyota creates ideas like the fuel-cell-powered Fine-N engine and the Hybrid Synergy Drive–operated CS&S roadster (Meckling et al., 2019).
Toyota's design headquarters, Calty Design Research, Inc., was established in Newport Beach, California, in 1973. The Nice, France location of Toyota Europe Design Development opened in the year 2000. To learn more about regional trends and consumer tastes, the business established the European Laboratory for Design ED. Successful models including the Yaris, Corolla, Corolla Verso, Avensis, and Land Cruiser have all been created by the team at Toyota's Milpitas, California, headquarters (Wu et al., 2013). The company's specialists rapidly realized that car installation, including marketing, was a more lucrative industry than the manufacturing and export of automobiles. Swift adaptation to the particulars of each location and compliance with rules without attempting to dodge or change them are directly responsible for the company's rapid and substantial market share gains across the EU (a characteristic of U.S. firms). Toyota's plan also heavily emphasizes the establishment of additional R&D facilities in close proximity to manufacturing sites. These provide regionally-specific elements of the built environment and conveniences. Because of Japan's unexpected success, European automakers began shipping their wares to other countries. In order to expand into new markets, Toyota has used this approach. The company's motto for competing in international markets is "think global, act local." We've shown that Toyota successfully implemented a strategy of making direct investments in developing and stable markets (Wu et al., 2013).
It wasn't until the 1960s that Toyota started using localized techniques for selling cars in different countries. That's why TMS (Toyota Motor Sales) has an export division: to be the first mover in the global market. Toyota's first foray into exporting began with a Brazilian order for one hundred of its Model FXL big trucks. With Brazil's status as a developing nation at the time, the country presented Toyota with a perfect chance to expand its international presence and make significant inroads into the Brazilian vehicle industry. However, Toyota saw an opportunity in the impending decline of Brazil's infrastructure and began heavily advertising the Land Cruiser 4WD, which can handle the rough pavement found there. With a base in Ipiranga, Brazil, Toyota could fulfill local demand from the get-go (Meng et al., 2017). The opportunity to sell its products in additional Latin American countries including Colombia, Costa Rica, Venezuela, and Puerto Rico was a boon for Toyota. In the 1950s and 1960s, Thailand became the region's pioneering export destination. Toyota Motor Sales' aggressive push into the Thai market has given the company, for the second time, the upper hand as the industry pioneer in Thailand. Furthermore, Toyota's first export was in 1947 to the King of Egypt, marking the beginning of the company's presence in the Middle Eastern market. Before long, Toyota was sending its wares across the ocean to compete in China's booming car market. Toyota was initially hesitant to expand into the European market due to the region's reputation as the most affluent consumer market in the world. This meant that Toyota was not looking to do business with Europe at the time. But a European official had traveled all the way to Tokyo to request that Toyota begin exporting its vehicles. As a consequence, Toyota had to ship vehicles to those countries from outside, namely the Crown and the Land Cruiser (Meng et al., 2017).
After expanding to Latin America, Toyota expanded to North America, mainly the U.S. Here was Toyota's second development stage. Toyota established 5 assembly plants as part of its Cross-Continent Space Strategy (Meng et al., 2017).
Toyota Motor Thailand was formed via a joint venture with a Thai automaker. This allowed Toyota to develop a facility in Thailand, which indirectly created jobs.
First, Toyota targeted the foreign market at the national level, then the global level. First, Toyota exports, then it forms joint ventures and eventually subsidiaries to produce its goods in the host nation. After building potential across 5 continents' markets, Toyota became a local community's choice of vehicles (Meng et al., 2017).
[bookmark: _Toc122959338]Toyota in china market 
Crown was the first Japanese automaker to enter the booming Chinese vehicle industry. Toyota had planned to partner with a domestic automaker, but the country's turbulent political climate scuttled those plans. The initial wave of JVs was sparked by the Chinese market in the 1980s, and the country's government furthered the trend by enacting a slew of industrial laws with the goal of trading them for cutting-edge methods of vehicle manufacture. However, at that time, Toyota had decided to protect its intellectual property and the Chinese market was already well established, so the JV proposal was put on hold. Instead, Toyota's subsidiary Daihatsu Motor helped the local automaker Tianjin Automotive Industry (TAIC, now Tianjin FAW Xiali Automobile) develop and manufacture the Xiali (Meckling et al., 2019).
Beginning in the 1930s, Toyota established manufacturing facilities in Tianjin and Shanghai, where the local assembly was performed. It began sending fully assembled vehicles of its Crown luxury automobile to China in 1964. Having fought on opposing sides during World War II, China and Japan's ties have remained tense ever since. Many Chinese people had negative views of Japan because of the atrocities perpetrated by Japanese forces during their occupation of major parts of China during World War II. Japanese enterprises doing business with China were also negatively impacted. Toyota not only worked to grow the auto components business in China after the normalization of China-Japan ties in the early 1970s, but it also educated professionals to contribute to the development of China's vehicle sector.
Toyota Motor (China) Ltd. was founded by Toyota in the Chinese capital of Beijing. A slew of vendors stepped in to help Toyota out with manufacturing when the automaker built its own factory to mass-produce individual components. Toyota and the Tianjin Auto Group entered into a joint venture known as Tianjin FAW Toyota Engine (TFTE) in 1996. This firm was tasked with making the motors Toyota required for manufacturing (Meng et al., 2017).
The first of a planned 100,000 annual Camry productions started rolling off the line at GTMC that year (Meckling et al., 2019). The company's goal at the time was to sell over a million automobiles in China, which would have required a 10% market share. To achieve this, Toyota's strategy was to expand into coastal cities in order to reach the more profitable markets in central and southern China. Even more, the goods made by the JVs in the south and the north are distinct. TFTM introduced the Crown to the Chinese market in 2005, while GTMC debuted the Camry the following year. Despite being identical in nature, the two items aim for distinct markets. This tactic is something new for Toyota. The Toyota Motor Corporation (TFTM) debuted the Vios in late 2006, while GTMC did not release the similarly designed Toyota Yaris until 2008, as they were more concerned with selling the Camry (Meckling et al., 2019).
Toyota introduced the JIT idea to the manufacturing process, which necessitates stringent standards on suppliers in terms of price, quality, and timeliness. Suppliers to Toyota flocked to China to open R&D or production facilities when the company established its JVs there. DANSO, AISIN, Toyota Boshoku, JTEKT, etc. are all key suppliers for Toyota. The maturing of China's car industry has led to a corresponding increase in consumer diversity, and Toyota has responded by embracing a more personalized approach to selling its products there. Customization's strength is in its ability to cater to individual tastes, whether those tastes are based on aesthetics (such as preferred hue or material) or functionality (such as the preferred brand of components). The poll found that in the modern Chinese market, the middle class has emerged as the driving force behind automobile sales. One distinguishing feature of this tier is an emphasis on the automaker's brand, features, and personalization and modification that may suit the car's sort of purpose; Chery, a domestic producer, is increasingly influenced by this application (Meckling et al., 2019).
Toyota may have entered the China market later than other major automakers, but it uses its vast worldwide expertise and unique TPS as a competitive advantage. Toyota has high hopes for the growth of the Chinese market since its component suppliers are expanding operations there and because it has combined a knowledge-based strategy with a geographically-based one. Because of this, Toyota's in-house projection indicates a very lofty goal, which is to achieve sales of over one million units by early 2010 (Abosag et al., 2012).
[bookmark: _Toc122959339]VRIO Analysis of Toyota 
Toyota's strengths stem from the company's long tradition of developing novel methods of doing business in order to produce automobiles and auto components at a high rate of efficiency. The corporation is able to continue lucrative operations in areas with stringent regulatory standards, including the United States and the European Union, because of the advantages it has gained through its long history of commercial growth. The accompanying VRIO table for the automotive industry may not fully account for Toyota Motor Corporation's possible benefits stemming from the company's core strengths (Kodono et al., 2014).
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[bookmark: _Toc122959340]Production system for resource and capabilities management 
The Toyota Production System (TPS) has been touted for a long time as the secret of Toyota's success. The TPS, with its emphasis on efficiency and adaptability, may be seen as the polar opposite of Fordist, factory-style mass production. Ultimately, the goal of the TPS is waste elimination, which will allow for the most efficient use of resources and the highest quality output at the lowest possible cost and without compromising employee well-being. The TPS, as shown in the following figure, makes full use of the TPS-resources house in order to maintain the attainment of such lofty goals (Kodono et al., 2014). Lean manufacturing, which is based on the same concepts upon which the TPS was built, has become the contemporary manufacturing industry's gold standard, with companies throughout the globe aiming to emulate it. With an understanding of the resource-based approach and the knowledge that the TPS has helped Toyota achieve a competitive advantage over its rivals over the course of the previous decades, it is intriguing to consider where the TPS fits into the VRIO framework. There's no denying the TPS has become an invaluable asset for Toyota. As industrialization in Japan began to falter due to a lack of raw materials, a lack of advanced technological skills, an insufficient financial base, and tough labor circumstances, Toyota was able to adapt appropriately by implementing the TPS (Kodono et al., 2014). Since TPS is so deeply embedded in the organization, it continues to be useful even now. The answer to the rarity issue is not as simple as it may seem at first. When it was first developed, Toyota's Manufacturing System (TPS) was a scarce commodity; it represented the company's innovative reaction to the mass production methods used by Western automakers. But today, the TPS concepts are accessible to all automakers and many other sectors. with many of its fundamental concepts and practices captured by the term "lean manufacturing." While the TPS is no longer a scarce commodity, it is nevertheless difficult to replicate due to the intangible nature of the TPS and the difficulty its rivals have in determining how that translates into Toyota's better performance. An organization's competitive edge is bolstered if it is willing to confront its own casual ambiguity. Unfortunately, this is what frequently ends up happening at Toyota, as staff members struggle to see the linkages between TPS and the company's performance. Due to the dedication of Toyota's upper management over the long term, the TPS has come to symbolize the company, its culture, and its eventual success, therefore satisfying the condition of organizational exploitation as well (Kodono et al., 2014).
When everything is considered together, it's clear that the TPS has provided a significant competitive edge. However, one might expect the TPS to be just a short-term source of Toyota's future competitive advantage because of the inherent lack of uniqueness the VRIO models require as crucial qualities on the way toward sustained advantage. There are significant obstacles for the TPS to develop in any significant way going ahead, such as the high cost normally associated with quality, the possibility of the corporate culture becoming stifling, and the severe time and path dependence. When the TPS is combined with a strategic operational resource that is more future-oriented, precious, unique, and inimitable, Toyota may once again enjoy a prolonged competitive advantage (Aspelund et al., 2013).
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[bookmark: _Toc122959341]Entry modes 
[bookmark: _m2fymbaxv7kq]Exporting
Exporting is the conventional way to become global. Exporting is the easiest method to do international business. Most companies start worldwide growth this way. Exporting is selling domestic products and services abroad. Two sorts of exports:
Direct exports include companies selling their goods directly to foreign buyers. This firm gives you market experience.
Indirect exports include using a third party's capabilities. The intermediary's fee covers its services (Darling et al., 2012).
[bookmark: _u04knnrkrbci]Licensing
In this route of entry, a manufacturer from the home nation leases intellectual property rights to a foreign producer. Pay a fee to get the license. Lessees are leasing manufacturers, while licensees are licensed manufacturers. The licensee buys another company's assets. The Licensor may award these rights non-exclusively to one or more licensees (Toyota et al., 2012).
[bookmark: _yxv43jecsqwu]Franchising
In this business structure, one firm, the franchisee, licenses its name and trademark to another, the franchisor. Franchising allows for the use of a brand, name, technique, or practice by a franchisee. In addition, the franchisor supplies the franchisee with raw materials and offers operational support or does both (Darling et al., 2012).
Joint venture 
If your company is willing to share its name and resources with another, a joint venture may be the best method to get into the international market. When a company wants to enter a new foreign market, it may organize a joint venture with a local company there. Both partners in the joint venture will participate in the profits and losses of the firm (Darling et al., 2012).
[bookmark: _Toc122959342]Toyota’s entry model in china 
In 1980, Toyota made an attempt to enter the Chinese market, but the country's central government turned down its request. On the road to growth, this was the first obstacle the firm encountered. The Chinese Government, however, via the Ministry of Foreign Trade and Economic Cooperation, approved Toyota's petition to enter the Chinese Automobile Industry. Toyota entered the Chinese market via a joint venture with fellow carmaker FAW Tianjin Automobile Corporation, as mandated by the country's central government (Monden et al., 2019).
With an initial investment of $100 million, the two companies were to split the profits evenly (Monden et al., 2019). Platz and Vitz, the first platform, launched in 2002. The joint venture between the two firms in China, known as Tianjin FAW Toyota Motor Corporation, was scheduled to produce 30,000 vehicles each year. Toyota and the Chinese government inked an agreement wherein Toyota would offer technical assistance to the newly formed firm, ensuring that it would produce new models that would do well in the markets due to their cheap prices. Toyota persisted in talks with the Chinese government, eventually succeeding in raising the annual sales target for passenger cars to 500 thousand (Monden et al., 2019). Toyota made a huge step in its growth in China with this decision. China's WTO membership paved the way for a greater number of foreign firms to begin manufacturing in the country for sale to Chinese consumers. The reduction in tariffs on vehicle exports from 80% to 25% after joining the WTO was expected to be beneficial to businesses across the world (Adeola et al., 2018). The FAW Toyota Motor Corporation has launched a wide range of vehicles since Toyota's introduction to the Chinese market, including the Corolla, 1.5-liter Vios, hybrid Prius, Crown, Land Cruiser, Coaster bus, and Prado. The Japanese vehicle manufacturer may have entered the Chinese market third, but early reports indicate strong results. Toyota has formed joint ventures with many Chinese automakers, including FAW Tianjin Automakers as well as GAC, SinoHytec, DongFeng, and BIAC (Khalil, 2016).
Established in 2004 with its headquarters in Guangzhou, China, GAC Toyota Corporation Limited is a successful joint venture between GAG Group and Toyota Corporation. Following the closing of the agreement, the manufacture of the most popular model, the Aurion Camry, began in 2006. As sales of Toyota vehicles increased, the business introduced new models such as the Yaris (2008), Camry Hybrid (2010), Highlander SUV (2009), and Levin (2014) in July. The United Fuel Cell System R&D (FCRD) is a consortium of five separate businesses (Adeola et al., 2018). According to the terms of the agreement, the Japanese megacorp would control 65% of the business, while the Chinese hydrogen expert SinoHytech will own 15%. Each of the other four businesses will own 5% of the total. The firm's presence in China will be strengthened via this partnership. The FCDR's end goal is to mass-produce fuel cell systems for commercial cars, which could help Toyota's bottom line tremendously (Adeola et al., 2018).
[bookmark: _Toc122959343]Challenges facing china in entering into china and mitigation strategies 
Toyota confronted legal, cultural, and human resource management issues in a rising economy. Toyota sought many times to enter the Chinese market, but the government refused. Before entering the Chinese automobile sector in 2000, Toyota encountered this problem. The Japanese firm has experienced regulatory problems in the new market since it's a new nation with different regulations. China's housing, environmental, labor, and other rules create a unique institutional framework. The Chinese government encourages indigenous businesses to help it develop. This harmed Toyota's survival since the competition was fierce and increasing market share was difficult (Han, 2015).
Toyota needed a solution to this problem. In this scenario, the car giant opted to enter the Chinese market via a joint venture with a local manufacturer. Supporting homegrown manufacturers helped Toyota's dealership in China. FAW Toyota Corporation has partnered with local automakers on the United Fuel System initiative. As a joint venture, their market share has expanded and will eventually surpass Honda and Volkswagen. Toyota took use of FAW's reputation, sales networks, manufacturing facilities, and customer base. Toyota's joint venture partnership will help them prosper in China and beat local competitors (Han, 2015).
Moreover, Toyota's entry into and success in the Chinese market were hampered by the political and cultural disparities between Japan and China. Disputes between the two countries date back to the early 1990s (Mehndiratta et al., 2012). Their disagreements intensified after World War II, and they are now at odds over territorial issues like the Paracel Islands and the Spratlys. Because of political upheaval, Toyota has lost a lot of money in recent years, with factories being shut down and automobiles being destroyed in protests. However, they have been able to keep things going and build a considerable clientele thanks to their joint venture approach. Toyota has additional difficulties in the Chinese market due to cultural differences and other institutional barriers. Due to the fact that the Chinese have a different approach to spending and buying, the Japanese vehicle has been portrayed as misunderstanding Chinese culture. The vast majority of Chinese people are frugal and price-conscious (Han, 2015).
People in the middle class tend to shop for tiny automobiles, with an eye on gas mileage and cost rather than quality. However, the Chinese culture shifted and higher standards were set for consumers around five years after Toyota entered the market. Toyota launched the Yaris in the Chinese market in 2008 with the intention of increasing brand loyalty and yearly vehicle sales volume; nevertheless, the result was not what was planned. Due to a lack of interest from both established and developing middle-class customers, the model failed to capture a significant portion of the market (Mehndiratta et al., 2012). Toyota's failure to succeed in China may be traced back in large part to the company's inability to adapt to Chinese culture. In the meanwhile, competitors like General Motors and Volkswagen had learned to read their customers' cultural cues. For early adopters, they had a model available for only $7,645, which was a huge discount compared to the starting price of a Toyota Yaris. This was too expensive, which hurt the Japanese behemoth in the face of intense competition.


[bookmark: _Toc122959344]Conclusion 
Many multinational firms are entering international markets. The successful international expansion allows a firm to explore new prospects, meet new clients with diverse preferences, and build a new customer base and segments. Toyota's foray into China is an example of FDI. Its entrance method is a 50-50 joint venture with Chinese carmaker FAW Company. The firm makes several inexpensive items. Institutional obstacles have made its survival challenging. Toyota Chinese market. The country's political climate favors native industries, hindering the growth of international ones. Creating a joint venture was an efficient way to avoid regulatory harassment for Toyota. Environmental difficulties, cultural misunderstanding, competitiveness, and market ignorance are among institutional obstacles. Toyota overcame these obstacles by creating a sustainable strategy that increased sales, and customer base, lowered production costs, and explored new prospects.
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