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Videos

How Toyota Changed The Way We Make Things

https://www.youtube.com/watch?v=F5vtCRFRAK0

How 'The Toyota Way' Has Revolutionized The 
World  

https://youtu.be/RfVP00wgcpk

REFERENCE:

How Japanese Cars Changed the World: An Insider's 
Look  

• https://www.youtube.com/watch?v=Gey80MzOsCM
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Toyota Motor ヨタ自動車株式会社 2019

“Toyota today manufactures a diverse line-up of vehicles 
all over the globe. As an innovative leader, Toyota is 
well-known for its management philosophy and the 
world's first mass-market hybrids.”

Toyota is the world's largest automotive manufacturer. 

364,445 employees worldwide

5th largest company in the world by revenue. 

World's market leader in sales of hybrid electric vehicles

World's first automobile manufacturer to produce more than 10 
million vehicles per year which it has done since 2012



Toyota Motor ヨタ自動車株式会社

Founded in 1937 by Kiichiro Toyoda (豊田喜一郎).

In 1950s, Eiji Toyoda (豊田 英二) visited Ford in Michigan

Toyota Motor had been in the business of manufacturing cars for 
13 years and had produced just over 2,500 automobiles. 

The Ford plant in contrast manufactured 8,000 vehicles a day.

Due to this experience, Toyoda decided to adopt American 
automobile mass production methods but with a qualitative twist.

Taiichi Ohno 大野耐, production executive, successfully helped 
Toyota improve this new production method and mode of 
thinking.

They fine-tuned the concept of Kaizen 改善 カイゼン、 a process of 
incremental but constant improvements designed to cut 
production and labor costs while boosting overall quality

This lean production method became known as the Toyota 
Production System.



Toyota Way 2001

Toyota Way 2001. It consists of 
principles in two key areas: 

continuous improvement,

respect for people.

"Company as a community: lifetime 
employment, access to company 
facilities, seniority-based wages “

Employees must be more flexible and 
actively promote interests of company 



Organizational culture

The transmission of organizational culture is  
an effective way to increase efficiency and 
quality. 

Once employees are assimilated to the culture, 
they are more willing to put effort into 
production, both for salary and faith in the 
company, and they are likely to get themselves 
involved into the company’s development.

Therefore, organizations need to have a clear 
concept of culture to show both people and 
workers what they are working for.
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“Path-goal theory” 

New workers in Toyota are guided by an experienced 
current worker; they are told what to do and what the 
goal is, and they can get support from their mentors 
whenever they need it. 

It is the leader’s job to assist followers in attaining their 
goals and to provide necessary direction to support and 
ensure that their goals are compatible with the overall 
objectives of the group or organization. 

Employees are trained to keep the “Customer First” and 
“Quality First” principles in mind and work towards the 
company’s goal. 

Leaders are selected from the internal recruitment rather 
than externally, to ensure the new leaders already know 
much about the company’s concepts, and they are able 
to transmit the concepts to subordinates.



Toyota Production System (TPS)トヨタ生産システム

Toyota Production System (TPS) is an integrated 
socio-technical system

The TPS organizes manufacturing and logistics for the 
automobile manufacturer, including interaction with 
suppliers and customers. 

The main objectives of the TPS are achieved by 
designing a process capable of delivering the required 
results smoothly; by designing out "mura" 
(inconsistency); to ensure that the process is as 
flexible as necessary without stress or "muri" 
(overburden); and (waste reduction of muda (waste) 

The system is a major precursor of the more generic 
"lean manufacturing“ or "just-in-time production"
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STRATEGY IN INTERNATIONAL MARKETS

‘Think global, act local’ 

One aspect of globalization is the steady 
convergence of customer needs. The key 
to exploiting such opportunities for scale 
lies in understanding which elements of the 
product or service can be standardized 
without sacrificing responsiveness to local 
preferences and conditions.

Growth of the global market opportunities 
from globalization
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Toyota’s Global Strategy

Major consideration on the 
characteristics of this foreign markets  

Developed Markets 

• TOYOTA Set up design labs in Europe and USA 
for a better understanding of local influences 
and preferences of current and potential clients

• KAIZEN strategy : It means „continuous 
improvement” . TOYOTA products were high 
quality with innovating automotive technologies 
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Toyota’s Global Strategy

Developing Markets

Toyota’s policy of "producing vehicles where 
the demand exists“.

• Toyota enters entering these growing market slowly 
with caution.

• Major advantages offered by these emerging 
countries: Growth of the middle class, lower wage 
costs, and less legal and environmental barriers.

An identical Toyota’s manufacturing philosophy 
“the Toyota Way” for all locations. All Toyota 
cars were built with same level of quality.

12



BCG Matrix: Internal Analysis of Toyota Portfolio

High Relative Market Share Low Relative Market Share 

High 
market 
growth 

STAR
• Lexus- luxury sedans
• Lexus  Sports Car
• Prius hybrid
• Land Cruiser SUV

QUESTION ?
• 86 – for youth in USA 
• Camry / Corolla – as hybrids 
• Bio –fuel, Solar –powered , 

hydrogen gas 

Low 
market 
growth 

CASH COW 
• Camry , Corolla sedans 
• Sienna – multi-purpose vehicle
• Yaris -small cars 
• Forerunner -4WD 

DOG 
Tundra –pick-up truck
Tacoma – Large pick-up truck
Scion discontinued
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Toyota PESTEL:   Political Factors

Political stability in most major markets 

Free trade agreements  

Governmental support for ecofriendly products 

Major geopolitical supply issues, etc. 

Problems with anything related to Japan. 

Toyota has experienced the direct impact of many 
political factors due its presence all over the world.

Poor relationships between Japan and China. This 
has negative impact on Toyota revenues in China.

political battle in Australia over manufacturing site in 

2014. 
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Toyota PESTEL:   Economic Factors

Toyota revenues can be impacted by economic 
factors such as currency exchange rate, rate of 
inflation, macro-economic climate in the country 
and in the industry, cost of labor and tax rates 

Particularly, currency exchange rate fluctuations is a 
major factor that affects Toyota reported revenues. 

Rapid growth of developing countries present 
the opportunity for Toyota to improve revenues 
based on these markets.  

It is important to note that external factors such as 
economic factors do impact businesses operating 
within an industry as a whole and they rarely impact 
a single company exclusively. 
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Toyota PESTEL:   Social Factors

Increasing consumer awareness and concern 
about environmental implications of driving a 
vehicle is the most important social tendency to 
be addressed by automobile manufacturers. 

Toyota is attempting to address this issue by 
increasing its focus on electric and hybrid cars such as 
Toyota Prius. Aging population is another important 
demographic factor that has certain implications on 
the volume of Toyota sales. Toyota is also greatly 
impacted by additional range of social factors such as 
changes in consumer attitudes and opinions towards 
automobiles and travelling, media perception of the 
brand and health and welfare of target customer 
segment.
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Toyota PESTEL: Technological Factors

Toyota is a technological business. These are 
the most notable technological external 
factors in the company’s remote or macro-
environment:

Rising use of e-commerce  

Mobile technology trend  

Cybercrime  

Toyota has the opportunity to improve its e-
commerce capabilities for sales of some of its 
products. Toyota has the opportunity to
enhance its mobile apps to increase customer 
engagement and loyalty. 
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Toyota PESTEL: Environmental Factors

Toyota needs to include ecological concerns in its 
strategic decision-making. 

Climate change  

Declining global oil reserves 

Increasing emphasis on business sustainability 

Toyota has opportunities to provide more 
environmentally friendly products, such as 
electric cars or cars with higher fuel efficiency. 

The company also has the opportunity to
increase its sustainability performance through 
improvements in business process efficiency
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Toyota PESTEL: Legal Factors

The following are the most significant legal 
external factors in the remote or macro-
environment for Toyota:

Improving intellectual property

Increasingly complex environmental

Increasingly complex consumer

Toyota has the opportunity to provide higher 
quality products that satisfy or exceed 
requirements based on environmental laws. In 
addition, the company can exploit the 
opportunity of offering safer and more 
satisfactory products to fulfill or exceed 
consumer laws. 19



Toyota SWOT - Strength

Strong market position and brand recognition: 

Toyota has a strong market position across the world. This 
strong market position allows Toyota to gain competitive 
advantage and also expand into international markets. 

Strong focus on R&D: 

Toyota's strong focus on R&D allows it to uphold the 
technological leadership in most of its product segments. It also 
enables Toyota to develop innovative products, leading to 
strong sales.  

Extensive production and distribution network: 

Toyota has an extensive distribution network. While the 
company’s geographically well spread production base 
diversifies business risks, its extensive distribution network 
provides a wider reach, thus boosting revenues. 
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Toyota SWOT - Weakness
Product recalls could affect brand image: 

Toyota has conducted a number of product recalls in the recent 
past, which could affect the brand image and overall sales of 
the company. 

Declining sales in key geographic segments

Toyota witnessed a decline in its sales in key geographic 
segments. Declining sales across North America, Asia, Europe 
and other geographic reasons, which together accounted for 
60.8% of the total revenues of the company. 

Poor allocation of resources as compared to peers: 

Toyota has low return on equity (ROE) and return on assets 
(ROA) compared to its peer companies. The company's 
competitors such as Honda Motor and Nissan Motor have more 
ROE when compared to Toyota 
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Toyota SWOT - Opportunities:
Growing global automotive industry

The recovery of global automotive industry starting in 2015 
provides Toyota an opportunity to gain more customers and 
increase revenues.  

Toyota poised to benefit from growing partnership 
with BMW

The growing partnership between the two companies is expected 
to boost the technological know-how of the companies and may 
result in the development of new products thus increasing 
revenues in the long run. 

Strong outlook for the global new car market

The global new cars market forecasts strong double digit
growth during the 2017-2020 periods. Thus, the strong 
outlook for the global new car market coupled with the 
company’s new product launches provides a growth 
opportunity for the company.
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Toyota SWOT - Threats

Intense competition: 

The worldwide automotive market is highly competitive. Toyota 
faces strong competition from automotive manufacturers in its 
various markets. 

Appreciating Japanese Yen a major concern

Toyota is sensitive to the fluctuations in foreign currency 
exchange rates and is principally exposed to fluctuations in the 
value of the Japanese Yen, the US dollar and the Euro. 

Natural disasters could impact production structure: 

Toyota is subject to disruption of production due to natural 
disasters such as earthquakes, floods, among others. Toyota 
primarily operates in Japan which is a highest earthquake prone 
region in the world. 

23



Porter’s Five Forces
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1. Threat of New Entrants – Weak (1) 

Threat of new entrants to the Toyota and 
the automotive industry: Weak. 

Toyota is not only a company that established in 
Japan but has been operating around the world and 
standards for cars have been universally accepted. 

It epitomizes the global market and very 
experienced and knowledgeable in automotive 
industry. 

It is almost impossible that a new company would 
appear to be a new threat to Toyota and its target 
markets around the globe according to research 
conducted.  



1. Threat of New Entrants – Weak (2) 

Toyota has been around and well established 
for many years, strengthen its reputation, 
experience and knowledge.

There are many barriers to enter in this industry 
as stated below :

Large amount of capital required

High retaliation possible from existing companies, if new entrants would bring 
innovative products and ideas to the industry

Few legal barriers protect existing companies from new entrants

All automotive companies have established brand image and reputation

Products are mainly differentiated by design and engineering quality

A firm has to produce at least 5 million (by some estimations) vehicles to be cost 
competitive, therefore it is very hard to achieve economies of scale

Governments often protect their home markets by introducing high import taxes



2. Bargaining Power of Suppliers

The bargaining power of Toyota’s suppliers is Weak. 

Toyota has many suppliers in its automotive 
manufacturing sector. Resources like metal, raw 
materials, leather, plastic, computers, cooling system, 
electrical system, braking system and fuel supply system 
are all bought from hundreds of different suppliers and 
different bargaining prices distributed across the globe.. 

Major competitive advantages of Toyota is its strong 
relationship with the suppliers and efficiency in monitoring 
supply chain places low bargaining power for suppliers.

In addition, vehicle manufacturers own interchangeable 
suppliers, and also have the ability to produce the 
components by their own in the short time. Thus, the 
suppliers do not own the power to change the price.
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Exclusive Keiretsu System in 2010



3. Bargaining Power of Buyers

The bargaining power of Toyota buyers is Moderately Strong. 

Toyota has fierce competition because there are quite a few 
companies that have similar cars that can target similar markets 
(Honda, Nissan, Ford, VW).

There are many buyers and most of the buyers are individuals that 
buy one car, but corporates usually buy large fleets and can bargain 
for lower prices.

There are many choices in the car market. It is easy for buyers to 
switch to another brand or to start using other type of transportation.

The recent trends indicate that the customers are prone to seek out 
more fuel-efficient cars due to the rising oil prices. This also results in 
the increasing demand for the hybrid cars that offer cheaper 
alternatives for operating the vehicle coupled with higher expectations 
of product quality. 

However, the cost cutting practices implemented by Toyota in its 
operations lowers the buyer power and puts its cars into a more 
advantages position compared to its competitors.



4. Threat of Substitutes
There is a Moderate threat from substitutes for Toyota.

Cars or automobiles are still the most convenient way of transport for 
the majority of the market. Numerous other forms of transportation 
are available, but none offer the utility, convenience, flexibility, 
independence, and value afforded by automobiles. 

Public transportations are possible substitute of automobiles. These 
substitutes have disadvantages as they mostly only practical in cities 
and have fixed routes and timetables. 

The switching costs associated with using a different kinds of 
transportation may be high in terms of personal time and comfort. 

High fuel cost may push more people to public transport but it will 
not create a real substitute for cars. 

Toyota’s competitors are constantly upgrading in technology, design, 
supply and quality. Toyota has to be on top to minimize the threat of 
substitutes. 



5. Rivalry Among Existing Competitors

The rivalry among existing competitors of Toyota is VERY Strong.

There are many competitors of Toyota in the automotive industry. 
The major competitors are closely balanced that it increases the 
rivalry. 

The competition also exist between the governments because the 
government will establish protection laws to protect the products of 
each own production.  

Constant increasing competition is powered by the higher consumer 
expectations and anticipation for the lower prices.

Lack of differentiation opportunities also will cause high rivalry and 
the companies will compare to each other constantly. 

A focus on innovation and forward intelligent has brought Toyota into 
the lead in areas such as hybrid technology and automation of 
manufacturing facilities. 

Toyota remains a frontrunner in the low cost manufacturing, while its 
production system caused other car-manufacturers to change their 
operating approach.



Porter : The Diamond of National Advantage

Demand Conditions

Home-market relative size; 

domestic buyers’ needs

Related\Supporting 

Industries

Proximity of suppliers, end 

users, and complementary 

industries

Firm Strategy, 

Structure, and Rivalry

Different management styles 

and organization; degree of 

local rivalry

Factor Conditions

Availability, quality, and 

relative prices of inputs 

(e.g. labor, materials)

32生产要素

需求状况

相关产业和支持产业表现 企业的策略、结构和竞争对手
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Japan’s Diamond Analysis 

Source: World Economic Forum 
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Thank you
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