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[bookmark: _Toc216634872]1. Introduction
This report provides an international business consultancy analysis of Toyota motor corporation one of the world’s leading automotive multinational enterprises with special focus on automobile industries within South Africa, which is an emerging economy. The report explores advantages and difficulties of internationalisation of Toyota, how its global value chain, entry strategies, and operations practices have contributed to its competitive advantage in various markets (Accelingo, 2024; Ajila et al., 2023). This research further uses the Ownership-Location-Internalisation (OLI) model along with cultural analysis to analyse Toyota's market entry decisions and performance in South Africa. Upon these analyses, the report presents strategic recommendations on how Toyota should change its standard operating procedures with which it is bound to achieve long term success in the South African automotive market.
[image: Vehicle sales of the Japanese company Toyota increased in August 2023]
[bookmark: _Toc216634959]Figure 4: Toyota Company
[bookmark: _Toc216634873]2. Benefits and Challenges of International Operations (Toyota)
[bookmark: _Toc216634874]a. Why Toyota can be designated an MNC/TNC
[image: Emblem | Exclusive Product Stories | Toyota Brand | Mobility | Toyota Motor  Corporation Official Global Website]
[bookmark: _Toc216634960]Figure 5: Toyota
Toyota Motor Corporation can be described as a Multinational or Transnational Corporation because it integrates value creation processes of the different jurisdictions that includes the network system of its overseas subsidiaries, manufacturing facilities, sales outlets and financial services operations while integrating them in the unified framework of global strategy and governance (Toyota Motor Corporation, 2024; Gandhi et al., 2024). 
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[bookmark: _Toc216634961]Figure 6: Toyota’s Value Chain
The extent of internationalisation is evidenced to the level of geographically diversified vehicle sales and profits of the corporation, and control of international risks such as regulatory frameworks, exchange rate fluctuations, supply shocks and market demand, through internationally distributed operations (Toyota Motor Corporation, 2025). 
[image: Toyota in the World | Toyota Europe]
[bookmark: _Toc216634962]Figure 7: Toyota Global Operational Network
The corporate strategy of Toyota is also another instance of the profile of a multinational corporation as it simultaneously combines standardized systems, namely the Toyota Production System and worldwide deployable platforms, and responds to local needs through region-specific product and marketing choices as it manifests a canonical transnational configuration in international business practice (Silenskyte et al., 2022; Phatale, 2020).
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[bookmark: _Toc216634963]Figure 8: Toyota Production System Framework

[bookmark: _Toc216634875]b. Nature of Toyota’s Global Operations Across the Value Chain
[bookmark: _Toc216634876]Research and Development (R&D)
The international business activity of Toyota is supported by consistent investment in research and development and innovation and strategic focus on electrification, digitalisation, and mobility services. The firm's multi path approach for electrified vehicles, combined with connectivity and software defined vehicle development, provides Toyota with the flexibility to adjust its operations to the unique regulatory schemes and consumer expectations found in different regions (Accelingo, 2024; Toyota Motors Corporation, 2025). 
[image: UMW Toyota's multi-pathway strategy involves BEVs, PHEVs, FCEVs, and HEVs -  AutoBuzz.my]
[bookmark: _Toc216634964]Figure 9: Toyota's multi-pathway strategy
These initiatives of global innovation are the core of the long-term competitiveness of Toyota and help it to transform towards a mobility-based business paradigm, as pointed out by Sen (2024).

[bookmark: _Toc216634877]Sourcing and Supply Chain
International sourcing is a major element of the global value chain at Toyota. Toyota strikes balance by staging complex supplier networks in various geographical locations and simultaneously implementing lean concepts in reducing wastage, cost and stabilization of quality (Yang, 2022; Toyota Motor Corporation, 2025). 
[image: The core principles of the Toyota Production System [37].  ]
[bookmark: _Toc216634965]Figure 10: Toyota Production System Pillars
Nevertheless, when doing business internationally, Toyota faces certain risks like the volatility of raw material prices, disruptions can happen in the logistics and the capabilities of suppliers especially in the emerging economies (Ncube et al., 2025). Toyota addresses such challenges through supplier development programs, long-term partnerships, and knowledge transfer that is based on the philosophy of Toyota Production System (Ishigame, 2020).

[bookmark: _Toc216634878]Production and Operations
The global manufacturing footprint of Toyota enables economies of scale and contributes to the consistency of operation. 
[image: Toyota Production System | TOYOTA Motor Manufacturing UK]
[bookmark: _Toc216634966]Figure 11: Toyota Global Production Flow
The Toyota Production System (TPS) enables consistency of operations in foreign plants, therefore, allowing Toyota to reproduce quality and efficiency and retain a degree of flexibility to adjust volumes in different regions (Phatale, 2020; Palhau et al., 2024). Analyses of financial disclosures show that cost reduction efforts and operational efficiencies continue to represent important contributors to operating income despite various difficult global conditions such as tariffs and currency fluctuations (Toyota Motor Corporation, 2025).
[image: Toyota Financial Services discloses data breach]
[bookmark: _Toc216634967]Figure 12: Toyota Financial Services Overview

[bookmark: _Toc216634879]Sales, Distribution, and Financing
The international sales activities of Toyota are structured via regional marketing and distribution subsidiaries that aim at tailoring products to suit local demand. 
[image: Toyota's European Manufacturing Plants | Toyota Europe]
[bookmark: _Toc216634968]Figure 13: Toyota European Manufacturing Network
For example, European electrified vehicle sales show strong growth, as an example of regional adaptation based on Toyota's global strategy as a whole (Toyota Motor Europe, 2025). Additionally, Toyota Financial Services will play a leading role in the global markets by supporting the sale of vehicles, creating a consistent revenue stream, and equalising the revenues in the economic cycles (Bhattacheryay, 2021; Toyota Motor Corporation, 2025).

[bookmark: _Toc216634880]c. Entry Modes Used by Toyota 
Toyota embraces various modes of entry based on current market environment, regulatory environment and strategic importance, thus complying with the pre-existing international business theories related to entry mode choice (Schellenberg et al., 2017; Kuraś, 2023).
[image: 6.1 International Entry Modes – Global Marketing In a Digital World]
[bookmark: _Toc216634969]Figure 14: International Market Entry Modes

[bookmark: _Toc216634881]Home country (Japan)
The most successful operational paradigm of Toyota within Japan is typified by locally oriented operations that are defined through total corporate domination as the strategic and operational core that the company balances its international production ideology, standardisation mechanisms, and ability to innovate (Toyota Motor Corporation, 2025; Palhau et al., 2024).
[image: Toyota to make "Connected Vehicles" its new standard in Japan | Corporate |  Global Newsroom | Toyota Motor Corporation Official Global Website]
[bookmark: _Toc216634970]Figure 15: Toyota Japan Domestic Operations

[bookmark: _Toc216634882]South Africa
Toyota’s South African presence reflects high-control ownership combined with targeted partnerships. 
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[bookmark: _Toc216634971]Figure 16: Toyota South Africa Partnership Investments
Toyota previously announced that its South African subsidiary would be fully owned, hence illustrating a robust commitment to control and long-term investment within the market (Toyota Motor Corporation, 2008).
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[bookmark: _Toc216634972]Figure 17: Toyota South Africa Ownership Control
At the same time, the development of the Toyota-associated ecosystem is supporting with joint-stock deals aimed at an increased local production of components, such as the case of the Ogihara Thailand-Toyota Tsusho Africa partnership in South Africa, which is meant to increase the local parts production ( Toyota South Africa Motors, 2024). 
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[bookmark: _Toc216634973]Figure 18: Toyota JV Manufacturing Structure
The composition is in line with the context of South Africa's industrial policy and the need to improve localisation and supplier capability (Higuchi et al., 2023; Ishigame, 2020).

[bookmark: _Toc216634883]United States
Toyota has often relied on wholly owned subsidiaries and high-controlling operations in key, strategically critical markets like the United States to guarantee quality and to control large-scale production, as well as to manage complex distribution and financing systems (Ko, 2019; Toyota Motor Corporation, 2025). Toyota's disclosures, further, suggest that operational failures in the manufacturing operations in the US can have a material impact on performance, indicating the critical importance of governance and control over production systems in these markets (Toyota Motor Corporation, 2025).
[image: ]
[bookmark: _Toc216634974]Figure 19: Toyota Group Corporate Ecosystem
[bookmark: _Toc216634884]China
China is characterised by regulatory and market structures that promote or require joint venture structures, and in its financial reporting Toyota makes special mention of China's performance (Toyota Motor Corporation, 2025a). According to the evidence related to the global strategy of Toyota, the importance of strategic adaptation in the markets involving competitive dynamics is similarly stressed, the rapid switch towards the sphere of electric cars that requires local sensitivity and cooperation (Accelingo, 2024; Hidayatullah and Novica, 2025).
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[bookmark: _Toc216634975]Figure 20: Toyota China Joint Venture
[bookmark: _Toc216634885]Dominant entry mode (overall)
In examining Toyota's portfolio, the prevalence of wholly owned subsidiaries within core sales and production functions is quite high as such ownership arrangements offer the corporation an increased degree of control over product quality and implementation of the Toyota Production System. On the other hand, joint ventures are strategically used in markets, in subordinate activities (component manufacture) in which localization, congruence with industrial policy or the creation of specific capabilities make collaboration desirable (Ko, 2019; Hidayatullah et al., 2025; Toyota Motor Corporation, 2008).

[bookmark: _Toc216634886]d. Key Benefits of Toyota’s International Operations
The global activities of Toyota have various strategic advantages. 
[image: Diversification Strategy - Definition, Types, Examples, What is it?]
Firstly, market diversification means dependence on any single economy is reduced and revenue and profit streams are stabilised across the business cycle (Gandhi et al., 2024; IvyPanda, 2025). 

Second, it is enabled by establishing global operations that make the global Toyota Production System (TPS) replication possible and provide cost-efficiency and quality-assurance, is another key aspect in enhancing the global competitive advantage of Toyota (Phatale, 2020; Palhau et al., 2024). 
[image: ]
[bookmark: _Toc216634976]Figure 21: Toyota Global Marketing Strategy
Third, internationalization allows enhancement of the value chain, especially in the areas of finance, components, and after-sales support, and creates more stable and recurring forms of revenue as opposed to the revenue of the sale of new vehicles (Bhattacheryay, 2021; Toyota Motor Corporation, 2025). 
Finally, the across-market operations complement organisational learning and strategic adaptability, thus allowing Toyota to perfect products and processes while maintaining global coherence (Silenskyte et al., 2022).
[image: Toyota's Org Chart: Hierarchy and Management Overview]
[bookmark: _Toc216634977]Figure 22: Toyota Global Leadership Structure
[bookmark: _Toc216634887]3. OLI Analysis: Toyota’s Market Entry into South Africa
[bookmark: _Toc216634888]3.1 Introduction to the OLI Framework
The Dunning Ownership-Location-Internalisation (OLI) paradigm explains the factors that led to the choice of foreign market entry mode by multinational enterprises by evaluating the firms advantages, the host country appeal, and the advantages of internal control of the cross-country operations (Kocurek, 2024; Maurseth et al., 2025). When analyzing the expansion of Toyota Motor Corporation from Japan to South Africa, the OLI framework provides a useful analytical framework to understand how the firm opted for foreign direct investment through wholly owned subsidiaries, complemented by selective joint ventures as opposed to arm's-length or purely contractual entry modes (Toyota Motor Corporation, 2008; Higuchi et al., 2023).
[image: Eclectic Paradigm/OLI Paradigm EXPLAINED with EXAMPLES | B2U]
[bookmark: _Toc216634978]Figure 23: Dunning’s OLI Paradigm Framework

[bookmark: _Toc216634889]3.2 Ownership Advantages (O) and Entry Mode Choice
The ownership advantages of Toyota have their roots on its technological strengths which are globally identified, its production philosophy, brand recognition, and managerial skills, which play a great role in shaping and influencing its mode of entry into other countries. The Toyota Production System (TPS) that is based on continuous improvement, lean manufacturing and strong coordination with the suppliers is a firm-specific asset that is hard to transfer successfully through licensing or franchising agreements (Phatale, 2020; Palhau et al., 2024). The ownership benefits are in high-control entry modes since Toyota needs to protect quality, impose process discipline, and maintain intellectual capital contained in its production and management systems (Ko, 2019).
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[bookmark: _Toc216634915]Table 1: Summary of Toyota’s Ownership Advantages and Implications for Entry Mode Choice
In South Africa, Toyota's advantages of ownership allowed the firm to operate on its own while introducing globally established standards into the local operations. The choice to integrate Toyota South Africa Motors into an independent wholly owned subsidiary indicates the need by Toyota to have strategic and operational control and in the process ensuring uniformity in the quality of manufacturing, supply-chain integration, and brand positioning (Toyota Motor Corporation, 2008; Sen, 2024). Empirical researches shows that firms with strong proprietary capabilities have a greater tendency to bring it closer to the internalizing operations in new markets to reduce the risk of knowledge leakage as well as performance diminishing (Schellenberg et al., 2017; Bıcacyoglu-Late of 2023).
[image: ]
[bookmark: _Toc216634979]Figure 24: South Africa Export Hub

[bookmark: _Toc216634890]3.3 Location Advantages (L) of South Africa
South Africa is a combination of the market, efficiency and strategic location benefits that make it a good place in which Toyota can spend long term investment. South Africa being the most developed automotive manufacturing center in Sub-Saharan Africa, it possesses relatively advanced infrastructure and a cheap and readily available skilled labor force, and well-established supplier networks compared to other African economies (Ikome et al., 2022; JICA, 2022). These aspects reduce uncertainty in operations and empower high volume auto manufacturing.
[image: ]
[bookmark: _Toc216634980]Figure 25: South Africa Automotive Manufacturing Hub
Moreover, South Africa's integration into both global and regional trade networks enhances the attraction of the country as an export oriented base of production. According to research, South Africa is a beneficiary of the global value chains, particularly when reinforced by the localisation policy and supplier development programs (Higuchi et al., 2023; Monaco and Wuttke, 2023). Toyota's massive investments in South African manufacturing and localising the components prove that location based advantage validates the strategic preference for direct investment over indirect market entry (Formex Industries, 2022).
[image: A graph of a car sales increase
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[bookmark: _Toc216634981]Figure 26: South Africa Automotive Masterplan 2035
However, the advantages associated with the locational issues have their own drawbacks. Structural issues such as logistics bottlenecks, constraints facing energy supply and mounting cost pressures escalate the risk of operations in South Africa thus driving the need for Toyota to internalise their operations, to directly manage these uncertainties as opposed to external partners (Toyota Motor Corporation / Messe Frankfurt, 2025; Ncube et al., 2025).
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[bookmark: _Toc216634982]Figure 27: South Africa Automotive Challenges
[bookmark: _Toc216634891]3.4 Internalisation Advantages (I) and Control Considerations
The benefits that internalisation brings explain the seniority of Toyota towards the hierarchical forms of governance as opposed to the transactions in the market in the context of South Africa. Considering the intricacies inherent in the manufacturing of automobiles and the necessary stringent coordination between suppliers, production facilities, and logistics networks, the establishment of internal control mechanisms exists for reducing transaction costs and mitigating performance risks associated with contractual enforcement in emerging market contexts (Maurseth et al. 2025; Ko, 2019).
[image: What is Toyota's Organizational Structure? Toyota Organizational Structure  In A Nutshell - FourWeekMBA]
[bookmark: _Toc216634983]Figure 28: Toyota Hierarchical Organizational Structure
Strategies that were used by Toyota to achieve internalization could be seen in how it handled its supply chains as well as setting up production standards in South Africa. Through internalization of pivotal activities, Toyota ensures that the principles of the Toyota Production System (TPS) are followed, the development of supplier capabilities is overseen, and operational stability is maintained in a volatile external environment (Ishigame, 2020; Yang, 2022). At the same time, the selectively internalised streams of knowledge and selectively permitted joint ventures in the components production allow Toyota to take advantage of local knowledge and affinity to policy frameworks and proves that internalisation is applied in a subtle way, not ownership (Toyota South Africa Motors, 2024; Hidayatullah et al., 2025).

[bookmark: _Toc216634892]3.5 Overall Impact of OLI on Toyota’s Entry Mode
[image: ]
[bookmark: _Toc216634984]Figure 29: Overall Impact of OLI Factors on Toyota’s Entry Mode in South Africa
The interplay of ownership, location, and internalization advantages explains Toyota's pre-eminent foreign-direct-investment based mode of entry to South Africa. The ownership benefits necessitated control, good but not ideal locational advantages favored direct investment, and internalization benefits necessitated internal management instead of the markets based agreements. This combination is in line with empirical evidence that shows that whenever automotive multinationals are trying to enter emerging economies, they prefer the option of wholly owned subsidiaries, with only some localization pressures, complemented by strategic partnerships (Kuraś, 2023; Higuchi et al., 2023).

[bookmark: _Toc216634893]4. Cultural Differences between Japan and South Africa and Their Impact on Toyota’s Market Entry Strategy and Success
[image: Hofstede's Cultural Dimensions EXPLAINED with EXAMPLES | B2U]
[bookmark: _Toc216634985]Figure 30: Hofstede's Cultural Dimensions
[image: A screenshot of a graph

AI-generated content may be incorrect.]
[bookmark: _Toc216634986]Figure 31: Japan–South Africa Cultural Comparison
[bookmark: _Toc216634894]4.1 Power distance and governance expectations
Japan and South Africa score in the middle range on power distance (Japan 54; South Africa 49), which means that the hierarchical structures are accepted, but not considered absolute. This helps Toyota's ability to differentiate formal governance bodies, compliance procedures, and standard operating procedures with managing a high degree of cultural resistance in particular plant and dealer operations (Toyota Motor Corporation, 2025; Titu et al., 2025). However, the organisational environment in South Africa can be defined as pluralistic labour environment and multifaceted stakeholder bargaining, which means that Toyota should focus on the systematic consultation and relationship-building process with unions, dealers, and any local suppliers to reduce the legitimacy gaps (Higuchi et al., 2023; Sirakaya et al., 2024). This increases the importance of locally credible leadership teams and “boundary spanners” who can translate Japanese corporate authority into collaborative decision-making norms in the host market (Castro and Moreira, 2023; Silenskyte et al., 2022).
[image: 2 Boundary spanners ensure information transfer without the need for... |  Download Scientific Diagram]
[bookmark: _Toc216634987]Figure 32: Boundary Spanners

[bookmark: _Toc216634895]4.2 Individualism–collectivism and relationship-based entry execution
The strongest difference is that of individualism (Japan 62 vs South Africa 23). The relatively greater individualism in Japan is often demonstrated in terms of performance responsibility and role definition in disciplined systems, and the relatively lower individualism in South Africa demonstrates the importance of belonging to the group, ties with the community, and trust during business interactions (Wale, 2023; Zemojtel‑Piotrowska et al., 2023). For Toyota, this affects the success of market entry through the facilitation of its social embedding: the development of suppliers, dealer network bonding, community activities, and internal family-like organizational identity function as strategic assets rather than the CSR add-on (Nsaku, 2023; Higuchi et al., 2023). 
[image: Single Elderly to Be 20% of Japanese Households by 2050 | Nippon.com]
[bookmark: _Toc216634988]Figure 33: Japan Single-Person Households
The collectivist inclinations on top of that imply that sales and after sales tactics are better achieved when they are framed in the context of trusted connections and legitimized through the process of word-of-mouth communications, and thus, more profound localisation of marketing messages and customer interaction is beneficial over the imitation of Japan-based messages (Gao, 2023; Lee et al., 2021).

[bookmark: _Toc216634896]4.3 Masculinity, performance orientation and workplace motivation
Japan's very high motivation for achievement and success compared with South Africa's (measured at 63) and quantified at 95 indicates that Toyota's strong performance culture might provide a competitive advantage; however, it also could simultaneously pose significant risk. The TPS of Toyota is based on disciplined aims, standardisation, and continuous improvement, which is the most compatible with the achievement-oriented cultures, but results in strain in times when employees are more interested in social-emotional support and collective recognition (Toyota Motor Corporation, 2025; Palhau et al., 2024). 
[image: A model of the TPS using Bateson's theory of learning | Download Scientific  Diagram]
[bookmark: _Toc216634989]Figure 34: Toyota Production System Philosophy
Evidence from TPS learning in South Africa shows that sustained improvements need adaptation with the help of local leadership, skills development, and shared problem-solving protocols being implemented, as opposed to applying top-down directives, or the system is then perceived as having "foreign control" and not as a means of capability transfer (Ishigame, 2020; Yang, 2022). The HR practices, including the need to balance the performance measure with the team-based rewards, create clear career growth patterns, and recognition systems that appeal to the local cultures, will help Toyota to overcome the issue of employee turnover and implementation fatigue during ramp-up phases, contributing to a successful entry process (Sen, 2024; Sirakaya et al., 2024).

[bookmark: _Toc216634897]4.4 Uncertainty avoidance and the design of entry structures
Japan has a very high score in uncertainty avoidance at 92 and a comparatively low score in uncertainty avoidance in South Africa, with a score of 49. The national culture of Toyota that favours routine predictability and minimisation of risks promotes the high control type of entry modes; compliance systems focus and strict quality control. This is in line with the launching of wholly owned subsidiaries and the internalisation of capabilities where possible (Novais and João, 2016; Ko, 2019).
[image: Initiatives to Improve Safety | Mobility | Toyota Motor Corporation  Official Global Website]
[bookmark: _Toc216634990]Figure 35: Toyota Risk Prevention Framework
South Africa's relatively greater tolerance for ambiguity potentially has benefits with respect to market responsiveness; however, it may create friction at the same time were Toyota to view such flexibility as an aberration from standard practice. Therefore, entry strategy employed by Toyota will have to incorporate strict non-negotiable principles on safety and quality and flexibility in local decisions-making in such areas as marketing mix, supplier selection channels, and workforce arrangements (Toyota Motor Corporation, 2024; Lee et al., 2021). 
[image: 15+ Joint Venture Examples]
[bookmark: _Toc216634991]Figure 36: Strategic Joint Venture Models
This balance explains why Toyota can share a leading position of high control but at the same time use select partnerships, such as local joint ventures in parts production, to overcome context specific uncertainty and capability gaps without diluting its central standards (Toyota Motor Corporation, 2008; Toyota South Africa Motors, 2024; Hidayatullah et al., 2025).

[bookmark: _Toc216634898]4.5 Long-term orientation and investment horizons
The greatest difference in the strategic capabilities is evident in the program of long-term orientation dimension since Japan has a score of 100 and South Africa has an 18. The long horizon approach of Toyota continuous development of capabilities, strengthening of supplier relationships, and using patient capital is part of the firm's resilience and competitive success through manufacturing ecosystems (Toyota Motor Corporation, 2024; Toyota Motor Corporation, 2025).With the short-term oriented environment, the stakeholders will gladly focus on the first-time employment impact, conspicuous price-value ratios, and instantaneous service responsive. 
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[bookmark: _Toc216634992]Figure 37: Strategic Implications for Toyota
The success of market entry may be negatively affected if Toyota invests heavily in long-subject matter capability investments but does not communicate their immediate benefits to consumers, dealerships, and policymakers efficiently (Sirakaya et al., 2024; Nsaku, 2023). The Toyota South African strategy, in turn, needs both a long-term narrative of localisation, which involves skills training, supplier base expansion, and models upgrades, and a short-term framework of delivering a model, the presence of financing options, and the assurance of reliable after-sales delivery, which are the determinants of perceived value in the emerging markets (Higuchi et al., 2023; Bhattacharya, 2021). This is in line with the arguments of localisation that emphasise the need to adapt value propositions to the temporal horizons and institutional expectations of host markets (Lee et al., 2021).
[bookmark: _Toc216634899]4.6 Indulgence, consumer preferences and brand communication
Higher score of South Africa (63) relative to that of Japan (42) implies increased inclination towards pleasure, lifestyle expression, experiential worth, thus having impact to the strategic positioning of Toyota models and services. Consequently, the success of market entry is facilitated when Toyota's communications link reliability with attributes that are aspirational (e.g., design excellence, comfort, integrated connectivity, leisure mobility) and not only functional quality signals, which are characteristics of more conservative contexts (Gao, 2023; Accelingo, 2024). Also, it supports the strategic relevance of customer experience across the value chain, including dealer engagement, service responsiveness, accessory offerings, and the used car segment, which accompanies Toyota's strategic push to increment value-chain profits, as well as to position related services as the main cash generators (Boardmix, 2025; Toyota Motor Corporation, 2024).
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[bookmark: _Toc216634993]Figure 38: Implications for Toyota’s Market Strategy

[bookmark: _Toc216634900]4.7 Overall implications for Toyota’s entry and success in South Africa
Cultural distance does not necessarily make success less but rather outlines the elements which need to be localized, and which need to be kept the same. Toyota can succeed once it experiences maintained internalization of quality and Total Productive Maintenance (TPS) routines with altering the stakeholder engagement, human-resources motivation systems, marketing storylines, and partnership decisions in line with the collectivist orientation, the South African aspects of low uncertainty avoidance, shorter time horizon, and high indulgence (Novais and Joao, 2016; Lee et al., 2021; Toyota Motor Corporation, 2025).

[bookmark: _Toc216634901]5. Adjustments to Standard Operating Procedures (SOPs) for Toyota’s Success in South Africa
[bookmark: _Toc216634902]5.1 Aligning SOPs with OLI and Cultural Context
[image: Standard Operating Procedures (SOPs): The Backbone of Operational Excellence]
[bookmark: _Toc216634994]Figure 39: Standard Operating Procedures (SOPs)
The current Standard Operating Procedures of Toyota are firmly established in the context of Japanese management philosophy, in particular the Toyota Production System (TPS), which places emphasis on standardisation, removal of any waste, and constant search for perpetual improvement (Toyota Motor Corporation 2025; Palhau et al. 2024). These standard operating procedures are a strong ownership strength of the OLI model but their effective transfer to South Africa involves contextual adjustment. The nature of the South African emerging economy, namely the complexity of institutions, labour intensity, and cultural collectivism requires modifying standard operating procedures at both internal control and local responsiveness (Kocurek, 2024; Higuchi et al., 2023). It is suggested that Toyota should execute three major standard operating procedure changes to increase the potential of its operations in South Africa and ensure its ultimate success, based on the previous examinations of the OLI model and cultural variables.

[bookmark: _Toc216634903]5.2 Adjustment 1 - Localised Human Resource and Labour-Relations SOPs
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[bookmark: _Toc216634995]Figure 40: Localised Human Resource and Labour-Relations SOPs
[bookmark: _Toc216634904]5.2.1 Rationale for Adjustment
The existing HR related SOPs at Toyota are designed to manage high uncertainty avoidance, a long term orientation, and a performance driven environment which are typical of the Japanese culture (Zemojtel-Piotrowska et al., 2023). Cultural norms of collectivism, strong trade unions, and social-economic sensitivities of the Republic of South Africa prevent a less participatory and inclusive approach to labour-management relations (Nsaku, 2023; Sirakaya et al., 2024). An inflexible application of human-resource procedures of Japanese style creates risks of employee resistance, industrial disputations and detrimental damage to reputation, thus undermining the Toyota's locational advantage in South Africa.

[bookmark: _Toc216634905]5.2.2 Recommended SOP Adjustment
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[bookmark: _Toc216634916]Table 2: Recommended HR and Labour-Relations SOP Adjustment for Toyota in South Africa
The company ought to make an official amendment of its human resources and labour-relations standard operating procedures whereby it institutionalises methodical consultation systems, which may include obligatory joint problem-solving forums, union consultation guidelines, and customised grievance-addressing systems. The suggested changes invite to incorporate participatory decision-making into regular operational procedures, which in turn will avoid being treated as an extraordinary or anomalous aspect (Silenskite et al., 2022). Moreover, the standard operating procedures in the area of performance evaluation will have to be re-calibrated to include team-based indicators, collective rewards, and skills-development goals, thus bringing the TPS-discipline to South-African work-culture of collectivism (Ishigame, 2020; Sen, 2024). This adjustment secures for Toyota its ownership, the best competitive advantage in operational excellence and simultaneously enhances legitimacy and workforce commitment within the host economy.

[bookmark: _Toc216634906]5.3 Adjustment 2 - Flexible Supplier Development and Procurement SOPs
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[bookmark: _Toc216634996]Figure 41: Just-in-time (JIT)
The SOPs that underpin global procurement at Toyota champion high supplier integration, JIT and intensive quality certification, thus, reflecting a strong inclination toward uncertainty avoidance and internalisation as reported in recent literature (Phatale, 2020; Yang, 2022). While these standard operating procedures have been proven to work in mature supplier ecosystems, they can limit the effectiveness of these procedures for emerging economies, where local suppliers generally lack the necessary scale and capital, or advanced capabilities (Monaco et al., 2023). In South Africa, the development of suppliers is also influenced by the policy goals, including localisation, Black Economic Empowerment (BEE), and industrial upgrading, which form part of Toyota Location-specific constraints and opportunities (Higuchi et al., 2023).
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[bookmark: _Toc216634997]Figure 42: Black Economic Empowerment (BEE)

[bookmark: _Toc216634908]5.3.2 Recommended SOP Adjustment
As a result of this research, it is recommended that Toyota update its standard operating procedures for supplier qualification with phased supplier qualification pathways instead of using universal global thresholds. The strategy entails integrating supplier-able building milestones namely training, co-investment and localization objectives, as a part of normal procurement procedures (JICA, 2022). SOPs should explicitly account for 'hybrid sourcing' models that incorporate both global suppliers and emerging local industrial firms, to reduce the vulnerability in the supply chain, and simultaneously promote industrial development (Ikome etял., 2022). The natural flexibility in this case enhances the locational advantage because the procurement activity of the Toyota Company is maintained in line with the institutional environment of South Africa, yet at the same time the advantages of internalisation such as knowledge transfer and the intentional generation of controlled capabilities are maintained (Kocurek, 2024; Hidayatullah et al., 2025).

[bookmark: _Toc216634909]5.4 Adjustment 3 - Market-Responsive Customer and Dealer SOPs
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[bookmark: _Toc216634998]Figure 43: Jidoka Quality Assurance Framework
The standard operating procedures directed at customers at Toyota historically emphasized the principles of reliability, consistence, and the development of trust as a brand, thereby reflecting the Japanese culture's inclination towards restraint and prolonged orientation (Wale, 2023; Toyota Motor Corporation, 2024). The South African consumer expectations are determined by high indulgence and short temporal horizons, which increase the importance of the service experience, cost-efficiency, and perceivable value delivery (Gao, 2023). Standardised global SOPs which only focus narrowly on operational efficiency may thus limit the competitiveness of Toyotas in terms of sales, financing and after-sales service.

[bookmark: _Toc216634911]5.4.2 Recommended SOP Adjustment
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[bookmark: _Toc216634917]Table 3: Recommended Dealer and Customer-Service SOP Adjustment for Toyota in South Africa
It is proposed that Toyota can revise the dealer and customer-service standard operating procedures to have additional local discretion on pricing bundles, financing and service package without sacrificing key quality standards. Standard operating procedures should require the addition of customer-experience measurements, like service turnaround time, relationship continuity and community engagement, as key performance indicators in addition to traditional efficiency measures (Boardmix, 2025; Accelingo, 2024). Moreover, the standard operating procedures of marketing must support the localisation of the communication methods to be in tandem with the South African lifestyle aspirations and mobility requirements, instead of using globally standardised messages (Lee et al., 2021). This modification increases Toyota's ability to respond to market demand and internalizes the internalization advantage by keeping brand management under company control while allowing at the same time localization of operations.

[bookmark: _Toc216634912]5.5 Strategic Implications of SOP Adjustments
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[bookmark: _Toc216634918]Table 4: Strategic Implications of SOP Adjustments
In combination, the three SOP modification enable the correspondence of the strong ownership advantages of Toyota with the local realities and cultural environment in South Africa. Through localizing human resources and labor standard operating procedures, Toyota avoids institutional risk, while strengthening organizational commitment. The standardization of operating procedures to accommodate customers and dealers enables the organization to improve its sensitivity to the market conditions and increases the stability in its revenues. Crucially, these modifications do not undermine the basic ideas of Toyota's TPS, instead operationalising these ideas in a way that is congruent with the relevant cultural and institutional context(s) (Palhau et al. 2024; Rufino et al. 2025).

In terms of the OLI framework, the suggested changes in the SOPs also help internalize the localized processes based in South Africa that prevent the transfer of knowledge, quality management, and brand control to the outside, selectively modifying processes to gain the most out of the emerging-market facilities in South Africa (Kocurek, 2024; Maurseth et al., 2025). Accordingly, the evolution of Toyota's standard operating procedures (SOPs) is a strategic capability that hence underpins a sustainable competitive advantage and ensures the long-term success in the South African automotive sector.

[bookmark: _Toc216634913]6. Conclusion
This consultancy report is a critical analysis of the international activities of the Toyota Motor Corporation with special attention given to its operations in South Africa which is a representative of the emerging economies. The analysis has shown that Toyota fits the description of being an MNC as it has a geographically spread-out value chain, heavy foreign direct investment, and globally integrated activities related to its production, sourcing, selling, and financing (Toyota Motor Corporation, 2024; Accelingo, 2024). This analysis implies that internationalisation will enable Toyota to gain economies of scale, spreading risk, broader markets, and transferring knowledge, and also exposing the company to institution-specific complexities, cultural differences, and supply-chain vulnerabilities typical of emerging economies (Higuchi et al., 2023; Ajila et al., 2023).
Application of the OLI framework shows that Toyota's strong ownership advantages, combined with the South Africa location-specific advantages and the firm's preference for internalised control, support a dominant strategy of reliability on wholly owned subsidiaries with select partnerships. Besides, the cultural analysis showed that differences in collectivism, uncertainty avoidance, and time orientation play a significant role in determining the market entry schemes and operational effectiveness of Toyota. The suggested changes to the Standard Operating Procedures emphasised the need to include culturally sensitive localisation strategies, so that the underlying operational philosophy of Toyota is not diluted but preserved. In general, the effectiveness of Toyota in South Africa can be explained by its skill to balance between the global standardisation and the local responsiveness; the latter contributes to the long-term competitiveness and justifies its position in the host market.
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Toyota Motor Corporation is a Japanese multinational automotive
manufacturer headquartered in Toyota City, Aichi, Japan. Toyota is
one of the largest automobile manufacturers in the world, producing
about 10 million vehicles per year. The leaked data is from Toyota
Financial Services in Germany. Toyota Deutschland GmbH is an
affiliated company held by Toyota Motor Europe (TME) in
Brussels/Belgium and located in KéIn (Cologne).
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Toyota partnership brings R1.2b investment

by Sibonelo Myeni | Aug 22, 2024 | Industry News, Latest News

Toyota Tsusho Africa (TTAF), a subsidiary of Toyota Tsusho Corporation, in collaboration with Ogihara (Thailand)
Corporation (OTC) and Toyota South Africa Motors (TSAM), are proud to announce the formation of a new joint

venture, Ogihara South Africa (OSA).
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The announcement was made at a ground-breaking event that took place at the
construction site at Dube Trade port in Durban.
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About Toyota Tsusho Africa

Toyota Tsusho Africa spedialises in Supply Chain Management and Production Assembly, delivering a range of value-adding solutions to the South African
Automotive Industry. Toyota Tsusho Africa provides value and expertise to customers through its 4 Divisions, with a business service offering consisting of
procurement and supply of production parts, raw material, and equipment as well s parts assembly and steel processing. The offices, warehousing, and
processing facilities are strategically located in Durban and Pretoria to ensure optimel service and delivery output to customers.

About Ogihara (Thailand) Corporation

Ogihara Corporation manufactures die-press automotive body parts and assemblies. The Company produces products out of high-strength steel and
alurinium, and tool-and-die assemblies primarily for the automotive industry. OGIHARA Group meinly consists of six affliated companies (OGIHARA
Corporation), Thai Summit America Corporation, Fuzhou Ogihara Thai Summit Co. Ltd, Changshu Thai Summit Ogihara Automative Co Ltd, Ogihara Thailand
CoLtd and Guangzhou Guangpi Ogihara Die & Stamping Co Ltd.

About Toyota South Africa Motors

Toyota South Africa Motors (Proprietary) Limited (TSAM) is an automobile manufacturer that s a subsidiary of Toyota based in Prospecton, South Africa.
TSAMis renowned for producing some of the toughest vehicles on the road. For Toyota,it s not only about driving vehicles but also about driving innovation,
sustainability, and growth within the South African automotive industry. Founded in South Africa in 1961, Toyota has become as ntegral to South African
culture as the vibrant people who drive the vehicles. As a globally respected brand, Toyota is proud to lead the charge towards the future of mobility, ensuring
that everyone can move with ease, joy and comfort.
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Toyota Joint-venture Engine Plant in China
Begins Production of New Four-Cylinder Engine

Toyota City, Japan, November 9, 2011—Toyota Motor Corporation (TMC) announces today that GAC Toyota En
(GTE), a joint venture company established with Guangzhou Automobile Group Co., Ltd. (GAC), began productio
of a new four-cylinder, in-line "AR” engine at its plant in Nansha, Guanazhou City, Guangdong Province, China.

e Co., Ltd.
October

The AR is an advanced engine that brings together Toyota's state-of-the-art technologies and boasts substantially improved
fuel efficiency despite its larger displacement, along with higher maximum output, cleaner emi: i
output, achieving balanced performance on an unprecedented level. The engine comes in three type:
and a 2.5-liter hybrid, with the 2.5-liter type to be used in the new Camry soon to be launched in China.

‘The start of AR engine production at GTE represents an ad:

ion U.S. dollars.

ional investment of approximately 96

d

GTE was established in 2004 as a supply base for engines
cumulative production reached 1 million engines in 2009. In line with TMC's principle of producing where products will be
used or sold, the decision was made to produce AR engines 'a to meet the anticipated strong demand for vehicles that
comply with increasinaly strict fuel efficiency and emissions regulations.

gine parts in China. Production started in 2005, and

TMC will continue to aim to meet the needs of a broad range of vehicle users in China based on its founding philosophy of
contributing to society through the manufacture of automobiles, and, through efforts to produce ever-better cars, will work
to support the development of the Chinese automobile industry by creating jobs and developing human resources.

Outline of GAC Toyota Engine Co., Ltd.

Nansha, Guangzhou City, Guangdong Province, China

Approx. 310,000 m2

Akira Sasaki

‘Yuan Zhongrong

Toru Tamano

Li Ming

240

n U.S. dollars,

Equity participation | Toyota: 70% (TMC: 57.6%, TMCL: 12.4%), GAC: 30%

-Engine parts

Establishment. February 2004
Employees Approx. 1,500 (as of September 30, 2011)
2010 production | Approx. 440,000 units
Before AR engine production After AR engine production
Product lineup -AZ engine (2.0-liter, 2.4-liter, 2.4-liter hybrid) | -AZ engine (2.0-liter, 2.4-liter, 2.4-liter hybrid)

-AR engine (2.5-liter, 2.7-lter, 2.
-Engine parts

Production capacity
(with no overtime)

500,000 units per year

500,000 units per year

Investment.

492 million U.S. dollars.

Additional investment of 96 million U.S. dollars
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Advantage

Toyota Production Firm-specific

System (TPS)

production
philosophy based on lean
manufacturing,  continuous
improvement  (Kaizen) ~and

waste elimination

Technological Advanced manufacturing

Capabilities technologies, process
innovation ~ and  quality
management systems

Brand Reputation  Globally recognised brand
associated  with  reliabilty,
quality and durability

Managerial  and Strong managerial routines,

Organisational ~ cross-functional  coordination

Know-how and performance ~monitoring
embedded in TPS

Suppl Deep integration with suppliers

Coordination
Capability

through long-term relationships
and just-in-time systems

Choice

Requires high managerial and
operational  control  to
preserve process  integrity;
discourages licensing  or
franchising

Encourages wholly ~owned
subsidiaries  to  protect
proprietary knowledge and
ensure consistent application

High-control entry modes
reduce  reputational risk
arising  from  inconsistent
partner performance

Internalisation  preferred ~to
maintain ~ discipline  and
transfer tacit managerial
knowledge

Favours direct ownership to
coordinate supply chains and
enforce quality standards
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Cars for the world

High export rate; domestic decline
South Africa exports to 155 markets

)MPAN
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SOUTH AFRICA

In 2024, South Africa produced around 515850 vehicles. While this makes the
‘country the largest automotive market on the African continen, it lso saw a
three percent decline compared to 2023, “Infrastructurel problems and
‘continued weak economic growth are putting pressure on consumer
purchasing power. In additon, high borrowing costs are eterring potential
buyers, which affects the sales of higher-priced models in particular’ says
Jenny Tala, Southern Africa Director at Germany Trade & Invest (GTAI) in
Johannesburg. Itis also noteworthy that around 64 per cent of all vehicles.
manufactured in South Africa are exported to intemational markets. The most
important buyer countries are Germany, the United Kingdom, Australia, and
Japan — all of which are industrialised countries with high quality
requirements. Key production facilties include the Toyota plant in Durban, the
Volkswagen plant in Uitenhage, the Mercedes-Benz plant in East London, the

Ford plant n Pretoria, and the BMW plant in Rosslyn. Some of these locations play a special role: for instance, the BMW plant in Rossiyn exclusively produces X3s for

export
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South Africa’s strong automotive industry
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Getting things moving in the right direction
South African Automotive Masterplan 2035
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The biggest challenges

“The upcorming ban on combustion engines in the EU and the UK, as well as
geopolitical tensions and trade conflicts, are forcing the industry to realign
itself. It is therefore important to diversify export markets by tapping into
regions such as Southeast Asia, Latin America, and the Middle East” Tala
points out. In addition to these external econormic risks, the industry is facing
mounting challenges at home. One of the mast serious of these is the energy
crisis: the ailing state-owned company Eskom cannot assure a stable power
supply. The associated outages ot only disrupt industrial production, but also
logistics and supply chains. Furthermore, the eneray crisis exacerbates social
tensions and enables an illegal parallel economy that weakens the state. With
modern, automated manufacturing processes, even a short power outage can
result in costly downtime. Anather issue is the high crime rate, particularly
along major transport routes. The N3 route between Johannesburg and the

port of Durban s particularly prone to attacks involving the theft of vehicles and cargo.

Competitive pressure
orts from China
ndia jeopardise
manufactur
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Toyota has a divisional organizational structure where business operations are centered around the market, product, and geographic
groups. Therefore, Toyota organizes its corporate structure around global hierarchies (most strategic decisions come from Japan's
headquarter), product-based divisions (where the organization is broken down, based on each product line), and geographical
divisions (according to the geographical areas under management).

Toyota Japan Headquarter
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e Ownership (O)

*Strong firm-specific assets such as the Toyota Production System, advanced manufacturing
capabilities and global brand reputation required high levels of control, discouraging low-control
entry modes such as licensing or franchising

*South Africa’s market potential, policy incentives and established automotive ecosystem
encouraged foreign direct investment, while institutional imperfections necessitated direct
managerial oversight

ma  Internalisation (I)

«Internal management of production and supply chains reduced transaction costs, protected
intellectual capital and ensured quality consistency, making wholly owned subsidiaries preferable
to market-based contracts

mmmn Combined OLI Effect

«The interaction of strong ownership advantages. favourable yet imperfect location conditions and
significant internalisation benefits explains Toyota’s dominant reliance on FDI through wholly
owned subsidiaries, complemented by selective partnerships
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Joint Venture

("JOINT VEN-chur.")

A joint venture is a business arrangement where two or more parties collaborate,
pooling resources to achieve a specific goal, typically for a limited time.

Examples
Equity Joint Contractual Horizontal Vertical Joint  Project-based Joint
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« Heavy long-term investments may weaken
perceived market entry success if immediate
consumer, dealer and policy benefits are not
clearly communicated

R o d Dual-horizon strategy combining long-term
eq].llre localisation (skills development, supplier
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» Market entry performance
improves when Toyota links
functional reliability with
aspirational attributes rather
than relying solely on technical
quality signals

Value Chain Impact

* Heightens the importance of
customer experience across
dealers, service speed,
accessories and used-vehicle
offerings, supporting Toyota’s
strategy to expand value chain
earnings and connected services
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SOP Adjustment Strategic Rationale and Expected Impact
Area

Structured Institutionalising joint problem-solving forums, union engagement

consultation protocols and culturally adapted grievance procedures embeds.
participative decision-making into routine operations, improving
labour relations and organisational legitimacy (Silenskyte et al.,

2022)
Performance Recalibrating SOPs to include team-based metrics, collective
evaluation  and | rewards and skills-development milestones aligns TPS discipline
rewards with South Africa’s collectivist work culture, enhancing motivation

and workforce commitment (Ishigame, 2020; Sen, 2024)

OLlalignment  Maintains Toyota's Ownership advantage in operational
excellence while adapting internal processes to Location-specific
labour institutions and cultural expectations

Strategic Reduces industrial conflict risk, ~strengthens employee
outcome engagement and supports sustainable operational performance in
the host economy
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QUOTE

“Black economic empowerment is
an important policy instrument
aimed at broadening the
economic base of the country -
and through this, at stimulating
further economic growth and
creating employment.”
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SOP Adjustment Area

Local discretion in
dealer operations

Customer-experience
performance metrics

Localised marketing
communication

OLI alignment

Strategic outcome

Strategic Rationale and Expected Impact

Granting flexibilty in pricing bundles, financing options and
service packages improves responsiveness to local
consumer preferences while maintaining core ~quality
standards (Boardmix, 2025; Accelingo, 2024)

Mandating KPIs such as service turnaround time, relationship
continuity and community engagement elevates customer
experience alongside operational efficiency

Encouraging adaptation of messaging to South African
lifestyle aspirations and mobility needs enhances brand
relevance and market penetration (Lee et al., 2021)

Preserves Internalisation advantages by retaining brand
control while allowing locally adapted  execution  within
standardised governance structures

Strengthens customer loyalty, revenue generation and
competitive positioning in the South African automotive
market
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SOP  Adjustment
Area

HR and labour-
relations
localisation

Flexible  supplier-
development SOPs

Dealer and
customer-service
adaptation

Preservation of TPS
principles

Strategic Impli

Reduces  institutional and industrial relations risk while
strengthening  organisational commitment and legitimacy,
aligning Ownership advantages with South Africa’s labour and
cultural context

Enhances supply-chain resilience and policy alignment,
strengthening Location advantages through localisation while
maintaining Internalisation via controlled capability transfer

Improves market responsiveness, customer satisfaction and
revenue stability by aligning brand execution with local
consumer expectations

SOP adjustments operationalise TPS in a culturally and
institutionally congruent manner without diluting core efficiency
and quality standards (Palhau et al., 2024; Rufino et al., 2025)
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