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Toyota’s Global Strategy and Emerging Market Penetration: A Consultancy Report on Thailand

Executive Summary 
The present report is a thorough study of the international operations of Toyota with special attention to its expansion in Thailand as an emerging economy. It discusses the advantages and difficulties of the Toyota global value chain, analyses its international entry strategies and uses the OLI paradigm to determine the appropriateness of Thailand as a strategic location. 
The report further examines cultural variations between the Japanese and the Thais and how these differences have affected the market entry and the long-term success of Toyota. Lastly, it suggests important Standard Operating Procedure (SOP) changes to promote localisation, efficiency and cultural fit to improve the competitiveness of Toyota in Thailand.
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[bookmark: _Toc215577607][bookmark: _Toc216121772]1. Introduction 
Toyota Motor Corporation (Toyota) is among the global international automotive manufacturing companies with operations in over 170 countries and regions. It has a vast territorial distribution, international production chains, and cross-border supply chains that make it one of the leading Multinational Corporations (MNC). This report is a critical assessment of international activities of Toyota with a particular reference to its operation in Thailand, one of the most vibrant emerging markets in Southeast Asia. This analysis starts with the description of the advantages and limitations of the global activities of Toyota and proceeds to the discussion of the influence of the OLI factors on its way to market entry.
Figure 1: Toyota Daihatsu Engineering & Manufacturing Head Office (Thailand)
[image: ]
Source: Toyota Asia – TMAP-EM Head Office
Another evaluation examines the cultural contrast between Japan and Thailand and how these aspects will affect the entry strategy and the performance of Toyota. The last section gives strategic suggestions on changes that can be made to the Standard Operating Procedures (SOPs) at Toyota to make its success in Thailand more effective. The report will end by summarizing the most important findings and strategic implications of Toyota impacting its international expansion.
[bookmark: _Toc215577608][bookmark: _Toc216121773]2. Benefits and Challenges of International Operations 
Toyota Motor Corporation (Toyota) is among the most widely recognised automotive manufacturers in the world as well as one of the strongest examples of a multinational or transnational corporation (MNC/TNC). The international business model of the company is highly strategic, as reflected in its large overseas operations, cross-border production systems, and globally integrated supply chains. This part critically evaluates the major advantages and issues of international operations of Toyota in terms of its label of being an MNC/TNC, the character of the international value chain, its modes of entering international markets, and benefits acquired due to its global operations.
Figure 2: Toyota's Global Operations: MNC Status, Integrated Value Chain, Entry Modes, and Key Benefits
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Source: Toyota Annual Report (2023), UNCTAD (2022), Dunning & Lundan (2008), Grant (2021).
[bookmark: _Toc215577609][bookmark: _Toc216121774]a. Why Toyota Can Be Designated an MNC/TNC
Toyota is an MNC/TNC since it owns and exerts control over productive assets in various countries other than its domestic country; Japan. UNCTAD (2022) defines a multinational enterprise as one that is typified by foreign direct investment (FDI), cross-border control, and internationally diffused production and marketing systems. Toyota satisfies all these requirements by the fact that it has over 50 manufacturing facilities in North America, Europe, the Middle East, Africa, and Asia-Pacific (Toyota Annual Report, 2023).
Moreover, Toyota involves itself in strategic alliances, joint ventures and overseas research and development projects, which enables them to transnationalism their supply chain and knowledge networks (Dunning & Lundan, 2008). Its transnational identity is supported by its international workforce of over 370,000 employees and its presence in more than 170 nations all around the world (Toyota Global, 2023). The capacity of Toyota to organize production, logistics, innovation, and marketing in the continents proves that the company is highly globalized and locally responsive, which are two main aspects of a TNC. Therefore, the organisational structure, the diversified outlook of Toyota, and its numerous FDI projects in the world obviously make this company an MNC/TNC.
[bookmark: _Toc215577610][bookmark: _Toc216121775]b. Nature of Toyota’s Global Operations Across the Value Chain
The organisation of Toyota operations in the world follows an integrated value chain including research and development (R&D), sourcing, production, sales, and financing. These functions are coordinated internationally, which is the key to the competitive advantage of the company.
Figure 3: An Integrated and Decentralized Model of Transnational Operations
[image: ]
Source: Toyota Annual Report (2023), Toyota Global (2023), Toyota Research Institute (2022)
Research and Development (R&D)
The R&D system of Toyota is located worldwide and has large centres in Japan, the United States, Europe, China, and Thailand. Its research and development are on the topics of hybrid technology, electric vehicles (EVs), hydrogen fuel cells, autonomous driving, and safety systems (Toyota Research Institute, 2022). Internationalisation of R&D enables Toyota to exploit local technological advantages, meet particular local market demands and carry out field testing in diverse conditions. Fujimoto (2019) claims that the key to the innovative ability of Toyota is its local experimentation and worldwide knowledge-sharing.
International Sourcing and Procurement.
The Toyota manufacturing methodology of Just-in-Time (JIT) production, suppliers and lean inventory control is the basis of the Toyota sourcing philosophy. The company works with thousands of suppliers in Asia, Europe, and North America and promotes long-term relations in order to have the stability of quality and to minimize transaction costs (Ohno, 1988). Toyota is developing the idea of local sourcing in its emerging markets in Thailand and Indonesia to minimize reliance on imports and ensure local content requirements (OICA, 2022).
Production and Assembly
Toyota has a decentralized international production system, which helps the company to produce vehicles nearby major markets. The presence of production plants in the United States, United Kingdom, France, Brazil, Thailand, and China is an assurance of economies of scale, reduced logistical expenses, and minimized risks in case of currency fluctuations (Grant, 2021). As much as production has a standardised TPS model, Toyota gives flexibility to its local plants to respond to market conditions and regulatory requirements. An example of this includes Thailand, which has specialised in the manufacture of pickup trucks, and Europe, which specializes in hybrid cars given the tighter emission regulations.
Sales and Distribution
The Toyota sales operation is in 170 countries, which is backed by subsidiaries, dealerships, distributors, and franchise partners. The company tailors the sales strategies based on the local consumer behaviour, income, and cultural preferences (Kotler and Keller, 2022). As an example, Toyota markets compact cars in Europe, pickup trucks in Southeast Asia and SUVs in North America. It also uses digital marketing, online shops and extensive dealer networks to increase customer interaction.
International Financial and Capital Management.
Toyota Financial Services (TFS) is a financial services company that offers credit, leasing, and insurance to consumers and dealers that are based in over 40 countries. International capital markets are of significant significance to the financial strategy, and Toyota can use them to finance its international activities and innovation initiatives (Toyota Financial Services, 2023). It has the advantage of accessing global financing, which makes it cheaper to finance and increases its FDI capability.
All these activities in the value chain at Toyota demonstrate an extremely coordinated and globally embraced model of operation in a manner that enhances efficiency, innovation and responsiveness.
[bookmark: _Toc215577611][bookmark: _Toc216121776]c. Toyota’s Entry Modes into International Markets and Dominant Strategy
Toyota deploys a combination of entry modes to penetrate and explore the foreign markets, based on the local laws, strategic objectives and risk factors.
Figure 4. Toyota's International Market Entry Modes and Dominant Strategy
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Source: Hill, C. W. L. (2023). International Business: Competing in the Global Marketplace
1. Wholly owned subsidiaries (FDI): Toyota regularly employs FDI in either wholly owned manufacturing or subsidiary sales. Some of the strongest countries in this mode include the United States, the UK, France, Thailand and Turkey. Wholly owned subsidiaries provide Toyota with complete control of production processes and protection of technologies and implementation of TPS standards (Peng, 2021). Dominant mode: The most dominant and primary entry mode that Toyota has worldwide is via wholly owned subsidiaries.
2. Joint Ventures (JVs): JVs are employed where the foreign ownership is limited by the local regulations, or where there is a significance in the local market. In China, Toyota has joint ventures with FAW Group and GAC Group since all foreign automakers are required to have JV partnerships with Chinese companies. Elsewhere, in India, Toyota collaborated with Kirloskar Group to establish Toyota Kirloskar Motor. JVs provide opportunities for local knowledge, networks, and channels of distribution (Hill, 2023).
3. Strategic Alliances: Toyota is based on alliances for era improvement and marketplace growth. These consist of collaborations with Panasonic (battery technology), Mazda (improvement of EV platforms) and Subaru (development of self-sufficient riding structures). Alliances facilitate shared chance and rapid innovation.
4. Exporting: Toyota is exporting cars made in Japan and manufacturing centres in Thailand and Turkey to the areas that lack local production capability. Exporting enables Toyota to have a balanced demand globally and stabilise the rates of utilization of plants.
5. Licensing and Franchising: Licensing is mainly used in dealership operations where Toyota is able to increase the distribution speed with low capital expenditure.
In general, Toyota's international expansion policy is a mix of control-based FDI and cooperative practices (JVs and alliances) to optimize the access to the market and share of resources.
[bookmark: _Toc215577612][bookmark: _Toc216121777]d. Key Benefits Obtained from Toyota’s International Operations
The large-scale presence of Toyota all over the world offers a number of strategic, financial and competitive advantages that further contribute to its status as one of the most successful automotive manufacturers across the world.
	Benefit
	Description

	Cost Effectiveness and Economies of Scale.
	The global presence of Toyota allows the company to lower the unit production cost through the spread of the fixed costs and large volumes of production. The cost of components is also reduced by global sourcing, especially by relying on suppliers in countries with low-cost components like Thailand and Vietnam (Grant, 2021).

	Diversification and risk minimization in the market.
	Geographical diversification helps it to counter the risk of economic recessions, regulatory measures, or natural calamities in certain markets. As an illustration, the 2011 earthquake that hit Japan affected domestic production, but foreign plants sustained continuity of global supply.

	Availability of New Markets and Segments of Consumers.

	The international operations enable Toyota to cater to different markets with different tastes in vehicles. Thailand is dominated by pickup trucks, Europe by compact cars and North America by SUVs. This improves the relevance of the Toyota brand worldwide.

	Innovation and Knowledge Transfer.
	International research and development centres help in sharing technological expertise. The hybrid technology that was developed at Toyota was boosted by the joint R&D activities in Japan, the US, and Europe (Fujimoto, 2019).

	Enhanced Global Brand Image
	The global presence enhances the reputation of Toyota in terms of quality, durability and environmental leadership. Well-established brand equity attracts clients and generates an impact on pricing power (Kotler and Keller, 2022).

	Responsiveness and adaptation at a local level.
	Local production also enables Toyota to regulate the fashion of cars to reflect tradition, season and regulatory requirements. It reduces the import price list and takes into account the pride of the customers.

	FDI as a source of strategic control.
	The wholly owned subsidiaries afford Toyota to exercise good control over production quality, distribution and marketing, which makes it a competitive advantage towards the TPS model.


In general, the global business activities of Toyota allow reducing costs, increasing markets, diversifying risks, and innovation, which remain central to its long-term competitive edge.
[bookmark: _Toc215577613][bookmark: _Toc216121778]3. OLI Analysis: How Ownership, Location and Internalisation Factors Impact Toyota’s Entry Mode into Thailand 
The Dunning Eclectic Paradigm (OLI Framework) is an elaborate theoretical framework that elucidates the reason behind the decision by multinational enterprises to adopt certain entry modes in their expansion to international markets. This framework claims that ownership, location and internalisation benefits interrelate to decide whether a company will enter a foreign market by exporting, licensing, joint ventures (JVs), or a foreign direct investment (FDI) (Dunning, 1993). This section critically examines how OLI factors determine the entry mode decisions of Toyota in Thailand, one of its most strategically important emerging markets.
Figure 5: OLI Analysis: Toyota's Entry Mode into Thailand (Dunning Eclectic Paradigm)
[image: ]
Source: Dunning, (1993), Fujimoto, (2019), Hunnert, (2010), Kotler & Keller, (2022).
[bookmark: _Toc215577614][bookmark: _Toc216121779]3.1 Ownership Advantages and Their Influence on Entry Mode
Ownership privileges are firm-specific resources that offer a competitive advantage over the domestic firms. Toyota has a number of proprietary advantages which are strongly inclined towards high-control entry modes, including equity-based joint ventures and wholly owned subsidiaries.
Innovative and Technological Strengths.
The main strength of ownership of Toyota is the highly developed production processes (Toyota Production System, TPS), hybrid and electric vehicles, and a world-renowned quality of products (Fujimoto, 2019). These intangible resources are not easy to replicate and give Toyota a competitive edge that is long-term. Due to the fact that these technologies are important intellectual property (IP), Toyota holds a high motive of achieving strategic control in new market entrances. Entry modes that are high in control minimize the risk of leaking knowledge to the competitors (Hunnert, 2010).
In Thailand, Toyota had entered initially in the form of a majority-owned subsidiary (Toyota Motor Thailand Co. Ltd.), which allowed the Toyota Company to apply TPS and maintain quality standards without relying heavily on the local partners. The benefits of ownership thus influenced Toyota to shun licensing or franchising, which would open proprietary knowledge to the local firms.
Brand Strength and Financial Resources.
FDI is also the most favored entry strategy by Toyota due to its international brand name, huge financial capability, and massive research and development base. Kotler and Keller (2022) conclude that strong brands lower the risk of market penetration and rationalize greater investments of resources. The capital resources of Toyota have enabled it to build massive-scale factories like its Sarong and Ban Pho production plants. Since they are firm-specific, Toyota would want to have the resources fully utilized by owning them.
The advantages of ownership would therefore serve as a direct factor in the fact that Toyota prefers wholly owned subsidiaries and equity FDI in Thailand.
[bookmark: _Toc215577615][bookmark: _Toc216121780]3.2 Location Advantages and Their Role in Shaping Entry Mode Decisions
Location advantages are those characteristics of the country that render a host market a good destination for FDI. Thailand has a mixture of cost, institutional, and strategic advantages that have had a significant impact on the mode of entry by Toyota.
Price benefits and availability of skilled labour.
Thailand has established a powerful car manufacturing sector, and labour expenses are quite inexpensive, and there are skilled technical employees, as well as industrial districts that are promoted by the government (Thailand Board of Investment, 2023). These benefits render local production as more cost-effective as compared to the exportation of Japan. According to Dunning and Lundan (2008), production-based FDI is more appealing than other modes of entry when cost advantages are concentrated in a host country.
Also, the supplier networks in Thailand facilitate parts localisation and, in turn, lower procurement costs. Toyota took advantage of these strengths by setting up localized manufacturing facilities instead of using exports.
Strategic Geographic Location at ASEAN.
Thailand is a good export hub because of its strategic centrality in Southeast Asia. Being a member of the ASEAN Free Trade Area, Thailand provides tariff-free access to regional markets, including Indonesia, Vietnam and Malaysia (ASEAN, 2022). The advantages of FDI are increased by this regional integration. In the case of Toyota, setting up the production plants in Thailand will enable the company to serve the regional markets effectively, and this will support economies of scale. It would have been costly and less competitive to export out of Japan.
[image: ]Figure 6: ASEAN Emblem







Source: The ASEAN Main Portal
Therefore, optimal local trade policies had a powerful influence on the outcome in the choice of the entry mode when Toyota decided to pursue FDI.
Policy Support and Government Incentives.
The Thai government actively encourages investment in the automotive industry by providing tax incentives and subsidies and by developing favorable regulations, in particular those related to environmentally friendly cars (BOI, 2023). Duty policies on the importation of machinery and corporate tax holidays are highly encouraging to foreign automobiles to set up production units. Hill (2023) holds that host country policies play a broad role in the choice of firm entry modes.
The move by Toyota to move into the hybrid vehicle manufacturing business in Thailand portrays the congruence of its global sustainability policy and the investment incentives of Thailand.
[bookmark: _Toc215577616][bookmark: _Toc216121781]3.3 Internalisation Advantages and Their Impact on Entry Mode
Internalisation benefits refer to the advantages that a firm will get by internalizing the operations instead of outsourcing them by licensing or contracting. These are the benefits that are essential in the entry mode of Toyota in Thailand.
Guarantee of Trading Operations.
The best manufacturing processes of Toyota, such as TPS, lean manufacturing, Kaizen and integration techniques in suppliers, are the key parts in its globalized competitive strategy (Ohno, 1988). Allowing the processes to be licensed to the Thai companies would pose a risk of duplication and loss of competitive advantage. Wholly owned subsidiaries are also a way of internalizing production, and in this case, quality, technology, and management practices are tightened.
Minimization of Transaction Costs.
Collaborating with external partners enhances the cost of transactions in terms of monitoring, enforcing contracts and coordination (Williamson, 1985). These costs are reduced through internalisation of operations to enhance efficiency. The global production system at Toyota needs high coordination and uniformity; hence, the concept of internalisation offers easier integration of the global standards with the local production.
Supply Chain Control and Reliability.
The automobile sector demands strong dependability of delivery, quality and cost management. Internalizing operations in Thailand, Toyota will be able to plan the coordination and organize the component flows closely and minimize the uncertainties. Hunnert (2010) suggests that internalized structures are especially useful in the industry with complex supply chains and high asset specificity.
Figure 7: Supply-Chain Operations Reference (SCOR) Model
[image: ]
Source: Developed by the Supply-Chain Council (SCC)
Internalisation and JVs
Despite majority ownership by Toyota in Thailand, a few of the operations can be a collaboration with the local partners. Nonetheless, the internalisation aspect is still prevailing, as Toyota has retained the power in the hands of major technologies and processes and has outsourced non-core operations selectively.
Therefore, the internalisation benefits can support the selection of FDI as the mode of entry Toyota should use to enter Thailand.
[bookmark: _Toc215577617][bookmark: _Toc216121782]3.4 Integrating OLI Factors: Why FDI Is Toyota’s Dominant Mode of Entry in Thailand
The combination of ownership, location and internalisation of benefits clearly shows that a high-control, investment-intensive entry mode is very strong.
	OLI Factor
	Explanation

	Ownership
	Ownership (technology, brand strength, TPS) factors make Toyota unwilling to license and to gain strategic control.

	Location
	Local production is more successful than export due to the location factors (labour costs, supplier networks, AFTA, incentives) that contribute to the advantages.

	Internalization
	Internalisation (knowledge protection, supply chain coordination) is also another reason why wholly owned subsidiaries are justified.


A combination of these aspects justifies why Toyota entered Thailand by FDI with majority ownership, setting up manufacturing facilities and full-scale operations.
[bookmark: _Toc215577618][bookmark: _Toc216121783]4. Critical Evaluation of Cultural Differences Between Japan and Thailand and Their Impact on Toyota’s Market Entry Strategy and Success 
The cultural differences are important in entering strategies and ensuring long-term success of multinational enterprises in other markets. In the case of Toyota, a Japanese carmaker with well-integrated organisational value and managerial philosophies, it would be essential to approach Thailand as an emerging economy with unique cultural characteristics carefully. Using the cultural dimensions developed by Hofstede, the GLOBE study, and the high-context/low-context theory founded by Hall, one may critically comprehend the impact of Japanese and Thai cultural differences on strategic decision-making, management styles, and the performance of Toyota.
[bookmark: _Toc215577619][bookmark: _Toc216121784]4.1 Key Cultural Differences Between Japan and Thailand
	Cultural Dimension
	Japan vs Thailand

	Power Distance
	Japan and Thailand have a relatively high-power distance, which, however, is much higher in Thailand. The social network in Thailand is characterized by the hierarchy, which puts less focus on individualism and more focus on respect, obedience, and centralized decision-making (Hofstede Insights, 2023). On the contrary, Japanese organisations are hierarchical and focus on collective decision-making (ringers) and consensus building (Nemoto, 2016). This variation influences organisational dynamics, communication and negotiation styles in Thai operations of Toyota.

	Uncertainty Avoidance
	Japan is among the countries with the highest levels of uncertainty avoidance scores and focuses on structured processes, minimization of risk, and a high level of compliance with the rule (Hahira, 2011). Thailand is moderate in uncertainty avoidance and is less rigid and permits more flexibility and discretion. This cultural difference applies to the application of the Toyota Production System (TPS) by Toyota, which is based on a high level of standardisation and continuous improvement cycles (Kaizen).

	Collectivism vs Individualism.
	Japan is moderately collectivist, which values harmony in a group and long-term relations. Thailand is collectivist to a greater degree, focusing on good interpersonal networks (guanxi-like relationships), family, and group loyalty (Hall and Yuen, 2020). These variations impact management practices, HR policies and supplier relations.

	Masculinity vs Femininity
	Japan is very masculine, which is indicative of competitiveness, achievement orientation and work intensity. However, Thailand is a feminine culture, and it values harmony, quality of life, and collaboration (Hofstede Insights, 2023). The difference may cause conflict in performance expectations, leadership style, and negotiation behaviour.

	High-Context Communication
	Both Thailand and Japan are high-context cultures, which surround themselves with implied communication, non-verbal communication and relationships (Hall, 1976). Nevertheless, the Thai communication is even less direct and more focused on saving face and no confrontationality.



[bookmark: _Toc215577620][bookmark: _Toc216121785]4.2 Impact of Cultural Differences on Toyota’s Market Entry Strategy
Entry Mode Selection and Control Structures
Cultural factors played a great role in the move of Toyota to venture into Thailand via FDI and a majority-owned subsidiary as opposed to licensing and franchising. Since Thailand has a high-power distance and is collectivist-orientated, Toyota realized the need to create good and long-term relationships with government bodies, suppliers and the communities in Thailand. Direct investment also enabled Toyota to develop strong cultural relationships, which were not based on arm's-length relationships, which is in line with research by Hill (2023) that relationships-based modes of entry are more prevalent in collectivist markets.
Figure 8. Impact of Cultural Differences on Toyota's Market Entry Strategy in Thailand
[image: ]
In addition, Thai culture is hierarchical, and this supports the adoption of formal organisational systems, and the formal leadership structure of Toyota is culturally fitting.
HR Management and Organisational Culture Integration.
The transfer of the TPS model is impossible without cultural compatibility. Whereas Japanese work environments embrace harmony and teamwork, Thai employees embrace interpersonal harmony instead of operational discipline (Haghirian, 2011). This stress demands that Toyota realigns its training programmes to focus on team bonding, communication and motivation and then deploys them in the Kaizen and JIT practice.
For example:
· Toyota Thailand puts a lot of emphasis on cultural sensitization and training of local leaders.
· Management recruits’ Thai supervisors to overcome the language barrier between expatriates and local workers (Japanese) in the country.
Therefore, the issue of cultural alignment influences the internalisation strategy of Toyota, which lowers the chances of managerial conflict and inefficiencies in production.
Relationships with Suppliers and Dealerships.
Thai collectivism highlights long-term relations, personal trust and informal communication networks. The keiretsu-style supplier model used by Toyota complements these cultural demands and thus good integration of the local suppliers. The Japanese focus on perfection and precision, however, might not fit the loose work culture of Thailand.
Toyota dealt with this by:
· Long-term supplier development programmes,
· Expert assistance and intellectual communication,
· Integrating Japanese production gurus (sensei) to coach teams of Thai suppliers.
Therefore, the cultural factors played a significant role in affecting the decision by Toyota to embrace high internal control and deep local connections.
Consumer Behaviour and Marketing Strategy.
Brand perceptions, consumer attitudes and purchase motivations are subject to cultural values. The Thai consumers enjoy reliability, status, and harmony qualities that have a strong association with the Toyota brand image (Kotler and Keller, 2020). In Thailand, Toyota focused on the quality, low maintenance, and suitability for a family in its marketing campaigns, which do not go against the cultural expectations.
Moreover, Thais like personal communication; this factor promoted expansion of the dealer network of Toyota and provision of relationship-orientated aftersales services. This cultural adjustment helps in penetration and success in the long term.
[bookmark: _Toc215577621][bookmark: _Toc216121786]4.3 Impact of Cultural Differences on Toyota’s Potential for Success in Thailand
[bookmark: _Toc216121787]Fit of Organisational Value System: Both cultures believe in harmony, respect and group orientation, and this brings harmony between the cultures. This fit increases the capability of Toyota to instill TPS norms in Thai operations and curb resistance to workplace standardisation. The common respect of hierarchy also enables well-established authority lines, leading to operational efficiency.
Figure 9: The impact of cultural differences on Toyota’s potential for success in Thailand.
[image: ]
Difficulties in Communication and Decision-Making: Even though they are similar, there are challenges in differences in the way of communication. 
· Thai employees can not share the problems to avoid confrontation.
· Japanese managers can perceive silence in a way that it is acceptance.
· The Japanese decision-making is based on consensus, which can be slower than Thai managers anticipate.
Otherwise, all these problems can cripple the problem-solving and safety reporting as well as Kaizen processes.
Effects of Cultural Femininity on Performance Expectations: The feminine culture of Thailand focuses on work-life balance and interrelationship, which can be incompatible with the Japanese production systems that are demanding. Toyota thus has to realign managerial expectations, stress management systems and reward structures to keep the workers motivated and minimize turnover.
Consumer Culture and Market Growth: The culture of social status and brand loyalty that the Thai culture places put Toyota at an advantage in its competition. The Toyota cars are viewed as strong, dependable and acceptable in society, which increases customer retention in the long run.
Nevertheless, younger Thai consumers are more and more inclined to aesthetics, technologies and lifestyle branding, which necessitates Toyota changing its offerings to be relevant.
Overall, Cultural variations between Japan and Thailand have an effect on Toyota's advertising and marketing method. While the similarities help, Toyota embraces communique patterns, gender roles and uncertainty. Their localized practice ensures success in Thailand's automobile marketplace.
[bookmark: _Toc215577623][bookmark: _Toc216121788]5. Critical Discussion and Recommendations: SOP Adjustments for Toyota in Thailand 
Toyota has a long history in the global market, and this shows that it can modify its functioning systems to various institutional settings. Expanding or entering more into an emerging economy like Thailand must, however, have the Standard Operating Procedures (SOPs) recalibrated to fit within the Ownership Location Internalisation (OLI) benefits and the cultural differences which are realized above. 
The local institutional environments, labour markets and Thai culture demand that Toyota take a more localized approach to operations but keep the efficiency and standardisation
Figure 10: Conceptual Illustration of Toyota's Localized Operations in Thailand
[image: ] of its global production system. Five key SOP changes discussed and recommended in this section are:
	#
	Area of Change

	1
	Localized Workforce Development and Management SOPs

	2
	Culturally Sensitive Supplier Integration and Quality Assurance SOPs

	3
	Customized Customer Experience and After-Sales Service SOPs

	4
	Localized Sustainability and Environmental Compliance Procedures

	5
	Culturally Adapted Leadership and Decision-Making Protocols


[bookmark: _Toc215577624][bookmark: _Toc216121789]5.1 SOP Adjustment 1: Localized Workforce Development and Management SOPs
A fundamental ownership benefit of Toyota is the capabilities based on human capital, especially the Toyota Production System (TPS), which focuses on kaizen, teamwork, problem-solving and lean philosophy (Liker and Convis, 2012). But to move these in-built routines to Thailand, they must be culturally readjusted. Thailand is a nation with high power distance, collectivism, and a harmony-loving culture localized as 'Kreng Jai', which translates to deference and non-confrontation (Hofstede Insights, 2023). 
These cultural elements can prevent the open communication and bottom-up suggestion structures that Toyota is predicated on for its non-stop improvement.
Figure 11: Conceptual Illustration of Strategic Collaboration and Localized SOPs at Toyota Thailand
[image: ]
Critical Argument
Although TPS motivates workers to question the inefficiencies, Thai employees might be shy about speaking up about the processes and suggesting how to make them better because of hierarchical cultural values (Bamber et al., 2014). This has a direct impact on the internalisation advantage of Toyota since the transfer of knowledge might be limited when employees are afraid to participate in kaizen processes fully. 
In addition, the global SOPs of Toyota tend to presuppose egalitarian communication patterns that might not fit well in Thai plants or corporate offices.
SOP modification is recommended.
Toyota is recommended to have a localized workforce development SOP that centres on:
· Training on cultural mediation for Japanese expatriate managers to understand Thai norms of the workplace better.
· Altered employee suggestion systems where individual employees will submit suggestions anonymously and through groups, aiming at enhancing the situation and non-confrontational reporting methods.
· Increased localized leadership training of local workers to lessen the excessive dependence on expatriates as well as to maximise location benefits by means of establishing local talent.
Justification Using OLI
	OLI Factor
	Justification

	Ownership
	Customized training will allow Toyota to transfer company-specific tacit knowledge more successfully.

	Location
	Workforce expectations in Thailand: Local workforce support (productivity and retention) is enhanced in the competitive Thai automotive labour market.

	Internalization
	Improved intra-firm communication will lead to the high-performance work systems of Toyota being more successful, eliminating the necessity of external intermediaries.


Localisation of workforce-relevant SOPs, therefore, enhances the synergy between the operational excellence of Toyota and the cultural background of the Thais, which is more likely to trigger their long-term sustainable performance.
[bookmark: _Toc215577625][bookmark: _Toc216121790]5.2 SOP Adjustment 2: Culturally Sensitive Supplier Integration and Quality Assurance SOPs
[image: ]Figure 12: Supplier integration and SOP adjustments.





The key factor to the success of Toyota internationally would be its well-knitted supply-chain networks and quality-assuring regimes. The firm has customary close supplier affiliations called keiretsu, characterized by long-term dedication, risk sharing, just-in-time logistics as well as profound technological cooperation (Dyer & Nobeoka, 2000).
Nevertheless, Thailand has a disorganised supplier environment, where numerous SMEs are not technologically developed, lean managers, or able to finance (Fujita, 2016).
Critical Argument
Toyota's standardised worldwide SOPs of supplier audits, capability evaluation, and lean integration might be excessively strict for the Thai suppliers and may exclude feasible ones. Meanwhile, over-localisation will cause Toyota to lose its internalisation strength through the loss of quality and reliability. Balancing the international standards with the local supplier restrictions is thus important.
SOP modification is recommended.
Toyota is to implement a levelled supplier integration and quality assurance SOP that will involve:
· Adjusted auditing practices to understand the gradual capability-building requirements of Thai suppliers rather than subject them to global standards right away.
· Embedded Toyota Supplier Support Centres (TSSC) in Thailand, which offer local SMEs training on TPS, waste minimization and quality control.
· Localized sourcing targets, which assist with industrial upgrading ambitions of the government of Thailand as a part of the Thailand 4.0 initiatives (Board of Investment Thailand, 2022).
Justification Using OLI
	OLI Factor
	Justification

	Ownership
	This modification safeguards the proprietary production techniques of Toyota but moves them gradually as per the local preparedness.

	Location
	Utilising the growing parts-manufacturing ecosystem in Thailand saves money and increases operational stability.

	Internalization
	Long-term relationships with suppliers help lower the transaction costs, enhance the consistency of quality, and assist the Toyota regional supply-chain domination.


The reformulated SOP would allow Toyota to develop effective supplier networks in Thailand without losing quality and efficiency.
[bookmark: _Toc215577626][bookmark: _Toc216121791]5.3 SOP Adjustment 3: Customized Customer Experience and After-Sales Service SOPs
There are cultural and behavioural peculiarities of Thai consumers which form their expectations of automotive brands. This is especially true of trust, brand reputation, perceived reliability, and the quality of after-sales service (Kongsompong et al., 2020). Long-term relationships, personalized communication, and face-to-face interaction are also very important focuses of Thailand's collectivist culture. Toyota already has a good brand presence in Thailand, but increased competition by Chinese EV brands and Korean manufacturers requires increased localisation.
Figure 13: Toyota Thailand: Customer Experience SOPs for the EV Era
[image: ]
Critical Argument
The current global SOPs of Toyota in customer engagement and showroom experience, as well as after-sales services, might not necessarily fit the cultural setting of Thailand. As an illustration, Japanese customer-service rules are based on formality and efficiency, whereas Thai customers require warmness, relationship-building, and high-touch service. Lack of adaptation can undermine the location-specific advantage of Toyota in one of the most competitive automotive markets in Asia.
SOP modification recommended.
Toyota needs to redefine customer-facing SOPs to incorporate:
· Localized customer engagement procedures, in which salespeople are trained in cultural aspects of relationship-building and individual consultation styles that are popular in Thailand.
· Improved after-sales services such as follow-up, extended maintenance contracts, and customer loyalty schemes that compensate long-term associations.
· Electric vehicle-cantered customer education, based on the fact that Thailand is still in the process of EV transition and people may wish to know more about how to use the new technologies.
Justification Using OLI
	OLI Factor
	Justification

	Ownership
	Toyota has a good brand reputation that is coupled with customer-focused SOPs to boost loyalty.

	Location
	Slotting into Thai consumer tastes gives the market share a booster in a culturally different setting.

	Internalization
	The internal control of the quality of services as opposed to franchising will give Toyota the brand integrity throughout Thailand.


Individualized customer-experience SOPs, hence, will align the global standards of Toyota with the local expectations and help it grow going forward, particularly in the EV market.
[bookmark: _Toc216121792]5.4 SOP Adjustment 4: Localized Sustainability and Environmental Compliance Procedures
Strategic Rationale
The national development strategy of Thailand pays major focus to environmental sustainability, especially the Thailand 4.0 policy and the national EV Roadmap, which aim to make Thailand a regional Centre of electric and low-emission vehicles (BOI, 2022). Environmental regulation is turning stricter when it comes to the manipulation of pollution, waste and energy use. Toyota has robust worldwide systems for sustainability, but they have to adapt to regulations and social expectancies in Thailand. In addition, Thailand's lifestyle, prompted via Buddhist values, specializes in environmental balance and social duty. This means that companies ought to show suitable overall environmental performance in an effort to gain acceptance as true and approval from the general public and other essential corporations.
Figure 14: Localized Sustainability and Environmental Compliance Strategy for Toyota Thailand
[image: ]
Source: BOI (2022) (Board of Investment, Thailand) and Dunning (2001) (OLI Framework).
Key SOP Modifications
The Toyota needs to update its environmental SOPs to require quarterly environmental performance audits, including emissions, water use, waste recycling, and energy efficiency. Supplier SOPs should contain mandatory carbon compliance requirements, ISO 14001 certification and sustainability annual reporting. Also, Toyota ought to adopt real-time digital emissions monitoring systems in all its Thai manufacturing plants. An Environmental Control Unit (ECU) must be created in Thailand to enforce compliance and sustainability reporting and make contact with Thai environmental officials.
Link to OLI Framework
This modification maximizes the internalisation strength of Toyota, as sensitive environmental technologies, reporting systems, and compliance mechanisms will not be outsourced but kept in the direct control of the corporation. Concurrently, it enhances the capability of Toyota to leverage Thailand's location advantages, specifically government incentives, tax exemptions, and subsidies related to EV and eco-car manufacturing (Dunning, 2001; BOI, 2022).
Expected Outcomes
These SOP changes are likely to guarantee complete conformity to regulations, lessen both environmental and legal exposures, improve the corporate image of Toyota, and increase access to green financing. It will also assist Toyota in a long-term strategic shift to sustainable mobility as well as reinforce the stakeholder trust and competitive stance in the fast-changing automobile market in Thailand.
[bookmark: _Toc216121793]5.5 SOP Adjustment 5: Culturally Adapted Leadership and Decision-Making Protocols
Strategic Rationale
The leadership and management philosophy of Toyota is based on Japanese organisational culture, which values order of command, formal decision-making (ring system) and long-term orientation at work and discipline on the job. Conversely, the Thai leadership culture is high-context-based, emotional intelligence, interpersonal relationships and indirect communication and conflict avoidance (Hampden-Turner, 2012). 
Although both cultures have high power distance, the manner of exercising power varies greatly. Unless Toyota adapts its Japanese leadership SOPs into Thai culture, it runs a risk of miscommunication, decreased employee engagement and organisational lack of trust in its Thai business.
Key SOP Modifications
Toyota needs to establish compulsory SOPs for cross-cultural leadership training for all Japanese expatriate managers before they are deployed in Thailand. Thai communication norms, emotional intelligence, managing through relationships and avoiding conflicts need to be discussed in these programmes. Thai advisory leadership committees should also be formally incorporated into operational decision-making structures at Toyota to provide culturally based strategic input. Moreover, the performance evaluation SOPs should be culturalized to emphasise team-based results, harmony and indirect feedback systems as opposed to open conflict or individual performance evaluation, which is counterproductive in the Thai culture.
Figure 15: Bridging Japanese and Thai Management Cultures in Toyota's SOPs
[image: ]
Link to OLI Framework
This SOP modification is necessary so that the ownership advantage of Toyota in managerial experience, operational discipline, and organisational learning can be passed and incorporated in the cultural environment of Thailand. The internalisation of a culturally aligned leadership system gives Toyota an improved internalisation advantage, as it mitigates agency problems and enhances internal control and knowledge transfer between Japanese and Thai managerial teams.
Expected Outcomes
These leadership SOP changes should result in an improvement in cross-cultural communication, employee turnover, leadership legitimacy, and employee-management trust. It will increase workforce participation, operational efficiency and strategic responsiveness in the competitive automotive market in Thailand in the long term, and this will solidify the sustainable competitive advantage of Toyota in the host economy.
[bookmark: _Toc215577628][bookmark: _Toc216121794]6. Conclusion
This report has looked at the international activities of Toyota and its entry into the emerging economy of Thailand based on a critical examination of the international business theory. The multinational corporation position of Toyota is also supported by its globally integrated value chain, diversified entry modes, and substantial economies of scale, knowledge sharing, and diversification of its markets across the globe. The OLI framework established that the Ownership benefits of Toyota, comprising of its technological strengths, strong brand, and Toyota Production System, as well as the Location benefits of Thailand, such as the high-skilled workforce, strategic location, and favorable industrial policy, come to bear. The benefits of internalisation further explain why Toyota prefers wholly owned subsidiaries and joint ventures in order to exercise quality and operation control.
The cultural analysis indicated that the gap between Japan and Thailand, especially in terms of hierarchy, communication patterns, and relationship orientation, has strategic consequences for the market entry and success of Toyota in Thailand. The report, therefore, suggested three SOP changes: localized workforce management, culturally adjusted supplier integration, and customer-experience processes. These changes are necessary to adjust the global competencies of Toyota to the institutional and cultural setting of Thailand.
In all, the long-term performance of Toyota in Thailand will depend on its success in adopting global standardisation over strategic localisation, operational efficiency, and responding to local expectations and market forces.
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[bookmark: _Toc215577631][bookmark: _Toc216121797]Appendix A: Gantt Chart for Report Development
	Task
	Week 1
	Week 2
	Week 3
	Week 4

	Choose Company & Confirm Topic
	●●●
	
	
	

	Research on Toyota’s Global Operations
	●●●
	●●●
	
	

	OLI Analysis & Cultural Research
	
	●●●
	●●●
	

	Write Report Sections
	
	
	●●●
	●●●

	Edit, Add References & Final Touches
	
	
	
	●●●



[bookmark: _Toc215577632][bookmark: _Toc216121798]Appendix B: Communication Records with Client / Supervisor
	Date
	Communication Type
	Key Discussion Points
	Actions Agreed

	03/11/2025
	Email
	Clarified choice of company and market
	Continue with Toyota and Thailand

	07/11/2025
	Meeting
	Talked about data sources and models
	Use OLI and cultural models

	12/11/2025
	Email
	Feedback on initial report structure
	Change layout and add more references

	18/11/2025
	Online consultation
	Reviewed Sections 2–4 of the draft
	Make the analysis more critical

	25/11/2025
	Email
	Final review and prep for submission
	Add appendices and check Harvard format



[bookmark: _Toc215577633][bookmark: _Toc216121799]Appendix C: Models and Frameworks Used in the Report
1.Hofstede Cultural Dimension Scores (Japan vs Thailand)
	Dimension
	Japan
	Thailand

	Power Distance
	54
	64

	Individualism
	46
	20

	Uncertainty Avoidance
	92
	64

	Masculinity
	95
	34

	Long-Term Orientation
	88
	32



2. OLI (Ownership–Location–Internalisation) Paradigm – Diagram
[image: ]

[bookmark: _Toc215577634][bookmark: _Toc216121800]Appendix D: Summary of Toyota’s Global Value Chain Activities
	Value Chain Stage
	Key Activities
	How it Relates to Thailand

	Research & Development
	Toyota's R&D centres work on safety, hybrids, and electric cars
	Helps make hybrid and electric cars in Thailand

	Sourcing
	Toyota works with many suppliers and partners
	Thailand makes many parts for Toyota cars

	Production
	Toyota has factories in many countries
	Thailand has 3 Toyota factories, and it exports cars

	Marketing & Sales
	Toyota uses the same branding and has many dealers
	Toyota sells a lot of pickup trucks in Thailand

	Logistics
	Toyota uses a global delivery system
	Thailand is part of Toyota’s delivery network in Asia

	Financing
	Toyota helps people pay for cars in many countries
	Toyota has a strong finance service in Thailand



[bookmark: _Toc215577635][bookmark: _Toc216121801]Appendix E: PESTLE Analysis for Toyota’s Operations in Thailand
	Factor
	Key Issues for Toyota

	Political
	Government supports the car industry, especially electric vehicles (EVs); risks from political unrest.

	Economic
	Growing middle class; Thailand is a big car production hub; low labor costs; high fuel prices make people want eco-friendly cars.

	Social
	People prefer reliable brands; focus on good after-sales service; more people moving to cities.

	Technological
	More EV charging stations; Thailand wants to be a leader in high-tech car production; need to share technology with local partners.

	Legal
	Stricter rules for the environment; better protection for ideas and inventions; must follow Thai labor laws.

	Environmental
	More focus on sustainability; government plans to boost EVs; pressure for Toyota to offer more eco-friendly car models.
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