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[bookmark: _Toc216654127]1. INTRODUCTION
Toyota Motor Corporation is an automobile manufacturing company based in Toyota City, Japan, founded in 1937, and is known worldwide due to its innovations in the hybrid technology, lean production and quality management (Volti, 2021). As an enterprise that operates in more than 170 countries with established emerging markets like India, Brazil, and Thailand, Toyota is an example of a well-integrated and receptive multinational corporation (MNC) (Rahman and Acharya, 2020).
This report is a critical analysis of the international business strategy employed by Toyota with reference to its business in India being a representative of emerging markets. The discussion examines the advantages and difficulties of international operations, value chain operations, and entry mode. The OLI (Ownership, Location, Internalization) model is used to analyse the entry strategy of Toyota, and cultural differences between Japan and India are reviewed to understand how this could affect market success. The report ends by giving three strategic suggestions on how the Toyota Standard Operating Procedures (SOPs) can be adjusted to ensure that the company performs and is competitive in the Indian market.
[image: Toyota Global Production Declines for 10th Consecutive Month Despite Sales  Growth]
Figure 1: Toyota Motor Corporation (Toyota Motor Corporation, 2023)
[bookmark: _Toc216654128]2. INTERNATIONAL OPERATIONS OF TOYOTA
[bookmark: _Toc216654129]2.1 Toyota as a multinational and transnational Corporation
Toyota Motor Corporation is a multinational company (MNC) and a transnational company (TNC) based in Toyota City, Japan. It is an MNC as it has a high presence in more than 170 countries and has more than 370,000 employees worldwide (Toyota Motor Corporation, 2023). Multinational corporations can be characterized by the capacity to organize the complex activities beyond the national boundaries that combine production, marketing, and distribution to have a global competitive advantage (Singh, 2025). An example of this is Toyota with its international manufacturing plants in Japan, United States, the United Kingdom, India, Brazil, Thailand, and Europe all augmented by network of subsidiaries, joint ventures and strategic alliances allowing it to reach out to and operate in a wide market (Rashmi, 2018).
Toyota being a TNC is a global-local responsive enterprise. All markets adopt standardised international practices such as lean production, Kaizen philosophy and strict quality management systems (Pervin and Khan, 2022). At the same time, Toyota adjusts a product, marketing and operations to fit regional consumer tastes, regulatory environments and cultural standards (Miroshnik, 2008). Its headquarters are in Japan, the USA, Germany, China, and India, which allows it to transfer innovation and technology, especially in hybrid, hydrogen fuel-cell, and autonomous vehicle technology, which strengthens the transnational capacity and strategic flexibility of Toyota (Volti, 2021).
[bookmark: _Toc216654130]2.2 Nature of Toyota’s Global operations (Value Chain Analysis)
1. Research & Development (R&D):
The global R&D approach of Toyota is based on innovation, especially ideas of hybrid and hydrogen fuel-cell automobiles. Japan, the USA, Germany, China, and India, research centres work together with local universities, start-ups, and technology partners to co-create solutions in autonomous driving and vehicle safety systems (Rashmi, 2018). Such a network enables Toyota to keep ahead of all competitors and adapt with R&D to the needs of local markets (Fleming, 2019).

2. Sourcing & Supply Chain
Toyota has a globally integrated supply chain that is responsive to the region. Engines, electronics, and vehicle materials are among the main components, which are sourced in Japan, China, and India/Thailand, respectively (Toyota Motor Corporation, 2023). Indian local sourcing lowers the cost of operations, decreases the time to production and increases the responsiveness to market demand (Dutta, 2021). The resilience of the supply chain was specifically reflected during the COVID-19 pandemic when Toyota changed networks and inventory control to adapt to disruption (Yang, 2022).
3. Production & Manufacturing
Toyota adheres to the principles of lean production and Kaizen in all its plants, making it highly efficient and quality (Volti, 2021). In India, Toyota Kirloskar motor produces such models as the Corolla, Innova Crysta and Fortuner (Rashmi, 2018). Toyota has a transnational approach to production processes, which are modified to local labour skills, infrastructure and market requirements. Risk of disruptions is also distributed in the global production network, including natural disasters or political instability on a local scale (Singh, 2025).
4. Sales & Marketing
Toyota integrates internationalised brand communication and domestic marketing tactics. In India, advertising focuses on prices, fuel consumption, and after-sales services, which meet the demands of the consumer (Tillu et al., 2024). The system of regional distribution channels and customer contact programs are adapted to local culture and market conditions.
5. Finance & Investment
Toyota Financial Services is providing localized financing. Joint ventures, such as Toyota Kirloskar Motor, enable them to make strategic investments in the new markets and reduce risks (Rahman and Acharya, 2020). These services increase availability of vehicles to customers and promote customer relationships in the long term.
[bookmark: _Toc216654131]2.3 Market Entry Modes used by Toyota
Toyota uses many market entry strategies which is based on the specifics, opportunities and risks of the market. The company uses joint ventures mostly in the emerging economies like India and China with examples being Toyota Kirloskar Motor in India and FAW Toyota in China (Volti, 2021). Such alliances enable Toyota to take advantage of local expertise, circumvent complicated legal systems, and learn about consumer preferences with a high level of managerial control and operational discipline (Fleming, 2019). Through established local partners, Toyota would be able to minimize the risks of investing, speedy penetration into the market, and suitability of its products and services to the requirements of the region (Sosnovskikh, 2019).
By contrast, in developed markets like the United States and the United Kingdom, Toyota tends to have wholly owned subsidiaries where it has complete control over production, branding, marketing, and strategic decision-making (Dutta, 2021). In addition to these strategies, the company also engages in strategic partnerships with technology companies and suppliers to design advanced components, hybrid and hydrogen technologies and inventive mobility solutions (Sosnovskikh, 2019). In general, joint venture proves to be the most prevalent entry mode in emerging markets as it provides a balance of market entry, risk reduction, and control over operations without compromising Toyota global standards and strategic goals (Toma and Naruo, 2017).
[image: Toyota's country-wise sales over the last five years]
Figure 2: Toyota’s country wise sale from 2020- 2024 (Thakkar & Radhey Shyam, 2025)
In 2024, India became the fourth largest global market of Toyota due to the strong demand in SUVs and successful partnership with Suzuki. In a span of one year, India surpassed Canada, Indonesia, and Thailand in the Toyota country-wise sales ranking, becoming the quickest expanding business external the top three markets of the firm (China, US and Japan) (Thakkar and Shyam, 2025).
[bookmark: _Toc216654132]2.4 Benefits of Toyota’s International operations
[bookmark: _Toc215274199][bookmark: _Toc215316615][bookmark: _Toc216449006]The global activities by Toyota give it enormous strategic benefits, which form the foundation of its competitiveness around the globe. One of its advantages is that it has realized the economies of scale due to its large global production network that ensures that the unit cost of production is low and the company is able to offer competitive prices in various markets (Sugathan, 2021). Market diversification also enhances the strength of Toyota, because income is sourced across several markets to reduce the risks of economic recessions or shifts in demand in any one market (Sosnovskikh, 2019). Transfer of knowledge among subsidiaries improves the capability of the organization and this facilitates the transfer of best practice, technological advances and managerial skills throughout the organization.
Availability of local resources such as labour, raw materials, and government incentive enhances efficiency in the operations and in the emerging economies, the cost of production is relatively low (Singh, 2025). In addition, the global presence of Toyota strengthens brand recognition, credibility, and consumer trust, easing market penetration and customer loyalty (Pervin and Khan, 2022). The combined effects of these benefits allow Toyota to retain its leadership status in the competitive global automotive market (Park and Lee, 2023).

Figure 3: Toyota Motor Corporation Market Capitalization (2019-2025 in USD billion) (Carlier, 2025)
According to Carlier, 2025, the global strategy of Toyota has resulted in high financial performance, with a market capitalization of USD 228 billion in March 2025 indicating its resilience, innovation, and global brand strength.
[bookmark: _Toc216654133]2.5 Challenges in Toyota’s International Operations 
Even though there are global benefits to Toyota, there are a number of challenges that it encounters in international operations. Events like the COVID-19 pandemic, shortages of semiconductors, natural disasters, and geopolitical tensions have prompted the creation of more resilient and flexible logistics systems (Toyota Motor Corporation, 2023). Also, regional cultural distinctions necessitate Toyota to do as the locals do in terms of leadership, motivational tactics, and negotiation types to maintain the efficiency of operations and fit in the market (Dutta, 2021). Also, the regulation compliance is an additionally demanding factor, as compliance to different environmental policies, labour regulations, safety standards, and import-export regulations requires constant monitoring, capital investments, and changes, particularly in developing markets (Fleming, 2019).

The global operations of Toyota are also faced by competition and financial risks. Local competitors, including Maruti Suzuki in India or BYD in China, make the company constantly innovate, offer competitive prices, and enhance brand differentiation (Volti, 2021). The volatility of exchange rate also affects profitability, influencing component costs and earnings repatriation (Yang, 2022).
[bookmark: _Toc216654134]3. OLI FACTORS AND MARKET ENTRY STRATEGY: TOYOTA IN INDIA
[bookmark: _Toc216654135]3.1 Ownership Advantages (O)
Ownership advantages refer to firm-specific capabilities that allow MNEs to compete successfully in the overseas markets (Singh, 2025). In the case of Toyota, the best ownership strengths are that the company has a globally recognized brand reputation, technological potential, and management systems, particularly, Toyota Production System (TPS) and Toyota Hybrid System (THS). TPS focuses on just-in-time manufacturing, Kaizen, and waste minimization, with high operational efficiency, stable quality, and standardization of processes (Toma and Naruo, 2017). THS is the proprietary hybrid technology owned by Toyota that is tacit and hard to codify, and thus, direct control is critical.
These ownership advantages are associated with the consumer preferences regarding SUVs and MPVs in India where the customers are interested in durability, reliability, and low maintenance, which the Innova Crysta, Fortuner, and Hycross offer (Sugathan, 2021). The hybrid leadership of Toyota is also supported by environmental consciousness and the incentives towards low-emission vehicles. These advantages required a high-control entry mode, because licensing, exporting, or contract manufacturing might jeopardize quality and technology (Sosnovskikh, 2019). Setting up a majority-owned joint venture (Toyota Kirloskar Motor), Toyota maintained operational control, proprietary systems, and effective transfer of tacit knowledge to the Indian workforce, using local expertise in regulatory compliance and institutional navigation (Dutta, 2021).
[bookmark: _Toc216654136]3.2 Location Advantages (L)
Location advantages are defined as host-country factors which make foreign investment interesting (Dunning and Lundan, 2008). 
India provides a strong strategic location due to booming economic growth, rising disposable income, and rising urbanisation that is driving high demand in SUVs, MPVs, and hybrid cars (Baber, 2018). These segments also coincide with the global strengths of Toyota and India is a high-potential market. This appeal is supported by the performance’s indicators of Toyota itself: the company achieved 53% year-on-year growth in September 2023 and 35% growth in April-September 2023, reflecting growing demand and brand acceptance (Toyota Motor Corporation, 2023).
Another significant location advantage is India which has a labour force. Large scale production is enabled by the availability of low-cost, skilled labour, and costs are maintained at competitive levels (James, 2024). The growing network of automotive suppliers in the country supports Toyota localisation strategy as local sourcing of key components is done (Rahman and Acharya, 2020). India is also more attractive due to policy programs like Remaking in India, reform of GST, and localisation incentives (Yang, 2022). The growing logistics and distribution network in India also allows Toyota to be effective in both metropolitan and the emerging regional markets, opening more customers (Baber, 2018).
[bookmark: _Toc216654137]3.3 Internalisation Advantages (I)
The benefits of internalisation are behind the choice of high-control modes, when firms must rely on tacit, complex, and hard-to-protect knowledge. In the case of Toyota, core competitive assets, especially the TPS and THS cannot be transferred safely by licensing or outsourcing, since they are experience-based capabilities that are highly internalized (Jones, Mathew and James, 2024). Contract manufacturing or licensing in India would pose risks of knowledge leakage, lack of consistency in quality and expensive monitoring (Toma and Naruo, 2017). The benefits of internalisation enabled Toyota to save on transaction costs, safeguard the tacit knowledge within TPS and THS, and prevent the risks of licensing or contract manufacturing. This way of proprietary internalisation enables Toyota to control its production systems, quality parameters and hybrid technology to the full extent (Rashmi, 2018). This theoretical justification supports the choice of a high control, majority owned joint venture in India, since it prevents the loss of core competencies, but it allows the company to work effectively with Kirloskar to overcome local institutional and cultural hurdles.
Toyota took a high control, majority owned joint venture, and it established a Toyota Kirloskar Motor (TKM) in which it owns 89 percent (Dutta, 2021). This mode of entry will enable Toyota to execute TPS across the board, secure the hybrid technology, achieve operational efficiency, and transfer tacit knowledge to the local workforce. Meanwhile, the local partner supports regulatory compliance, land acquisition, and institutional navigation, which makes Toyota work in the Indian market (Miroshnik, 2008). 
[bookmark: _Toc216654138]3.4 OLI and Entry Mode of Toyota
In 1997, Toyota started operating in India as a joint venture with Kirloskar group to establish Toyota Kirloskar Motor (TKM). This JV is a high-control entry mode that is consistent with the need by Toyota to internalise its proprietary production and quality management (Miroshnik, 2008). The wholly owned subsidiary (WOS) would have provided Toyota complete control but would have created very severe challenges in dealings with the Indian regulatory approvals, labour dealings and supplier dealings (Chakravorty, 2009). Licensing or contract manufacturing would decrease control over TPS and THS with the risk of knowledge leakage, poor quality and increased transaction costs (Volti, 2021). These options were hence less acceptable. The JV would enable Toyota to enjoy ownership benefits (proprietary systems), internalisation benefits (control over tacit knowledge) and location benefits (tapping into Kirloskar local expertise) which offers a balance of control, efficiency, and flexibility in the Indian context.
Power distance, collectivism, and the relationship-focused nature of Indian business institutions make independent entry risky. Through its collaborative efforts with Kirloskar, Toyota can resonate with local standards, gain trust among stakeholders and be able to navigate hierarchical and community-focused institutions without losing majority control (James, 2024). Therefore, the joint venture has been chosen precisely because it meets the OLI requirements of Toyota and it fits well within the cultural and institutional context of India which allows efficient, credible, and scalable market penetration (Rahman and Acharya, 2020).

	OLI Factor
	Key Advantages
	Impact on Entry Mode

	Ownership (O)
	· Global brand recognition
· Proprietary hybrid/fuel-cell tech
· Lean manufacturing & Kaizen systems
	Protects core assets & technology; enables direct operational control (Sosnovskikh, 2019).

	Location (L)
	· Growing automotive market in India
· Cost-effective labour & local suppliers
· Government incentives (Make in India)
	Justifies local production; reduces operational costs; accelerates market penetration (Yang, 2022).

	Internalization (I)
	· Core technologies and processes (TPS, THS) are experience based, complex and hard to codify.
	Licensing, exporting, or contract manufacturing avoided; JV enables direct control over production, quality, and operational processes while mitigating knowledge leakage (Pervin and Khan, 2022).


[image: Hybrid car sales up 118% in Q1 of FY2026; Toyota leads the pack-hybrid-sales.png]Table 1: OLI Factors Entry mode Summary (Yang, 2022), (Sosnovskikh, 2019)
[bookmark: _Toc215274206]
[bookmark: _Toc215316622][bookmark: _Toc216449013][bookmark: _Toc216654139]Figure 4: Hybrid Car Sales in India (Jan–July 2025) (Team-BHP, 2025)
Figure illustrates the sales of Honda, Maruti Suzuki and Toyota hybrid cars in India in relation to monthly sales between January and July FY2025 (Team-BHP, 2025). It is evident that Toyota has a lead in the market and therefore relates to its ownership advantages, location advantages and internalisation benefits (control over production and proprietary systems) (Pervin and Khan, 2022). The graph aids in supporting the discussion of the strategic fit of Toyota in the OLI framework by exhibiting steady dominance over the competition.
	Year/Month
	Domestic Sales
	Total Sales (Domestic + Export)
	Growth %

	March 2014
	8,206
	9,018
	–

	March 2015
	13,333
	14,623
	+62% YoY

	January 2018
	12,351
	13,239
	+20% YoY

	September 2023
	22,168
	23,590
	+53% YoY

	August 2025
	29,302
	34,236
	+11% YoY

	October 2025
	40,257
	42,892
	+39% YoY


Toyota Kirloskar Motor – Domestic and Total Sales with Year-on-Year Growth (Toyota Kirloskar Motor, 2018, 2015, 2023,2025)

Figure 5: Toyota Kirloskar Motor – Domestic and Total Sales (Toyota Kirloskar Motor, 2018, 2015, 2023)
The table shows Toyota Kirloskar Motor (TKM) sales in India between 2014 and 2025 depending on press releases. The growth in sales is gradual, as there were moderate growths between 2014 and 2015, yet rapid expansion was achieved since 2022. Major milestones are 62% and 53% in March 2015 and September 2023, respectively, which show an increase in utility and hybrid cars demand (Toyota Kirloskar Motor, 2023). 

Strong growth persists through 2025, with August and October registering growth of 11 percent and 39 percent respectively on a year-to-year basis, as hybrid uptake, seasonal demand, and diversification drive Toyota to increased competitiveness in India (Toyota Kirloskar Motor, 2025).
[bookmark: _Toc216654140]4. CULTURAL DIFFERENCES AND MARKET IMPACT 
The cultural variation between Japan and India has a crucial role in defining the entry strategy of Toyota and the general performance in India. The cultural dimensions developed by Hofstede demonstrate how the two societies are similar and different, which in turn affect the organisational practices, leadership strategies, consumer engagement, and decision-making processes at Toyota (Hofstede, 1991). 
	Dimension
	Japan
	India

	Power Distance
	54
	77

	Individualism
	46
	48

	Uncertainty Avoidance
	92
	40

	Masculinity
	95
	56

	Long-Term Orientation
	88
	51


Table 2: Cultural Differences Japan and India (Hofstede Insights, 2023)
(a) Power Distance: Japan (54) and India (77)
Higher power distance in India indicates a cultural preference of hierarchy, centralisation and clearly defined managerial control over Japan balancing hierarchy with group consultation (Hofstede Insights, 2023). The impact of this is directly experienced in the internal operations of Toyota in India. Although the tradition of Japanese management is based on bottom-up involvement and constant improvement based on Kaizen, Indian employees tend to demand top-down management, authoritative leadership and formalised organisation (Park and Lee, 2023). 
The stronger power distance in India would also imply that Toyota would experience hierarchical state institutions, centralised decision-making, relationship-based, and regulatory systems (Tillu et al., 2024). Full ownership would have exposed Toyota to bureaucratic delays and institutionalized processes. Hence, Toyota decided to use majority-owned joint venture with the Kirloskar Group through their local influence, political contacts and knowledge in hierarchical processes to negotiate approvals, labour legislation and supplier deals (Jones, Mathew and James, 2024). The reason why this cultural difference influenced the decision to choose a JV directly was because a local partner would decrease the risks of mostly entering.
(b) Individualism: Japan (46) and India (48)
Both nations are relatively collectivists, and they emphasize group harmony, loyalty, and long-term relationships (Hofstede Insights, 2023). Their collectivism is however different. Japanese organisational loyalty and long-term employment are associated with harmony and group cohesion (Park and Lee, 2023). Collectivism in India is more family- and community-based and this has an impact on purchasing behaviour and work relationships.
The collectivism aspect of cultural differences directly affected the selection of a joint venture as the mode of entry by Toyota in India. Due to the high reliance on trust-based relationships, family-based networks, and long-time interpersonal obligations of the Indian business culture, going it alone would have made it hard for Toyota to establish supplier relationships, negotiate with institutions that are hierarchical, and gain consumer trust (Pervin and Khan, 2022). The collectivist belief that local established relationships should be used to undertake business activity implied that Toyota required an embedded and credible partner (Pathak, 2022). Hence, Toyota opted to have a majority-owned joint venture with the Kirloskar Group which already had extensive social networks, relational capital and institutional familiarity (Toma and Naruo, 2017). The entry mode enabled Toyota to overcome cultural differences, penetrated trusted local channels easily and fit easily into the relational and community-based mode of doing business in India (Baber, 2018).


(c) Uncertainty Avoidance: Japan (92) vs India (40)
Very high uncertainty avoidance of Japan leads to its risk-aversion, standardisation and highly organised processes-characteristics of the Toyota Production System (TPS). The low uncertainty avoidance of India, though, indicates a tolerance of ambiguity, flexibility, and fluid problem-solving. This is a difference that puts operational pressure on Toyota, since Japanese managers value strict process compliance, whereas Indian employees tend to improvise to solve everyday problems (James, 2024). To address this disparity, the Bidadi plants of Toyota have been slowly localised, incorporating TPS discipline with Indian-style pragmatic flexibility and global quality standards (Yang, 2022).
Such a hybrid operating model, when operating across significant cultural differences, like the high process orientation of Japan and the flexible and improvisational process orientation of India, demanded local mediation that could not be rapid with a wholly owned subsidiary (Rashmi, 2018). Toyota gained vital cultural knowledge, local management expertise, and business contacts through a joint venture with Kirloskar, facilitating easier TPS adaptation and minimizing operational and cultural risk (Jones, Mathew and James, 2024). Therefore, the JV was the best entry mode since there is a difference in culture.
(d) Masculinity: Japan (95) vs India (56)
The culture of Japan is very masculine, and it focuses on competition, achievement, and performance. These characteristics are carried over to the corporate culture of Toyota as efficiency targets, continuous improvement, and long-term superiority of products (Pervin and Khan, 2022). Although India is moderately masculine, this is more relationship oriented, with social harmony and relations being valued (James, 2024). This disparity influences leadership in Toyota India. Japanese managers might be more oriented on performance, process optimisation, but Indian teams require relationship-oriented leadership that is emphatic, mentoring and warm (Pathak, 2022). 
The entry-mode implication is that the combination of competitive, metric oriented practices at Toyota and relationship-based leadership norms in India necessitated the need to partner with a culturally instilled local company (Pervin and Khan, 2022). 
The credibility of Kirloskar, contextual knowledge and people-management strengths helped to minimize resistance to Japanese management styles and facilitated a smoother and more successful roll out of performance and operational practices compared to a pure entry.
(e) Long-Term Orientation: Japan (88) vs India (51)
Japanese possess one of the highest long-term orientation scores, which emphasize perseverance, continuous improvement and long-term investments (Park and Lee, 2023). The more moderate score of India is an indicator of balance between long-term planning and short-term needs. The long-term strategic orientation of Toyota fits well in the Japanese cultural orientation. In India, however, consumers tend to focus more on short-term value, low prices, low maintenance, and short-term financing provisions (Pathak, 2022). Toyota has been dynamic to provide customized financing terms, long-term services and hybrid models that are affordable to offer instant fuel-saving benefits (Rahman and Acharya, 2020). 
The high long-term orientation at Toyota demanded patient capital, supplier building and slow localisation whereas Indian consumers were focused on short term value, affordability and flexible financing (Sugathan, 2021). Exporting or full ownership was not a way of balancing these conflicting cultural expectations. A partnership with the Kirloskar Group gave the much-needed local legitimacy, cultural fit, and market understanding which enabled Toyota to share risks, tailor decisions to the Indian culture and market ascendancy into the market (Jones, Mathew and James, 2024). 
	Fiscal Year
	Toyota India PV Sales (units)
	Total Indian PV Market (units)
	UV Share (%)

	FY2024
	245,676
	4,218,750
	60%

	FY2025
	309,334
	4,301,848
	65%


Table 3: Toyota India PV Sales (units) (Autocar Professional, 2025)

Figure 6: Toyota India PV Sales (units) (Autocar Professional, 2025)
The table indicates the increase in sales of Toyota India, 245,676 units (FY2024) to 309,334 units (FY2025), and the increase in share of UVs (60%→65%), which in turn proves the cultural-market analysis (Autocar Professional, 2025). It demonstrates that Toyota SUV/MPV strategy corresponds with the Indian collectivistic, family-centred, and status-oriented tastes, and the analysis of the comparison with the total PV market indicates the quantitative data on influence of cultural factors on operations and marketing and consumer adoption.
[bookmark: _Toc216654141]5. CRITICAL DISCUSSION AND RECOMMENDATIONS SOP ADJUSTMENTS IN INDIA IN TOYOTA
The success of Toyota in India, particularly in hybrid technology, quality of products, and operational excellence, is based on its ability to capitalize on the Ownership, Location, and Internalisation (OLI) benefits through its majority owned joint venture with the Kirloskar Group (Park and Lee, 2023). Nevertheless, such OLI benefits can be realised only in case Toyota synchronises its Standard Operating Procedures (SOPs) to the cultural and institutional realities of India. High power distance, uncertainty avoidance, relationship orientation, and workforce expectations imply that global SOPs cannot be directly transferred; rather, they need to be localised to favour OLI benefits and support the preferred JV entry mode.
[bookmark: _Toc216654142]5.1 SOP Adjustment 1 Localisation of People-Management and Workplace SOPs
The ownership advantages associated with Toyota TPS, THS, and lean managerial systems demand efficient and strict transfer of knowledge among the employees. The internalisation benefits also require Toyota to exercise a high level of control over the application of these systems to guard the tacit knowledge and achieve operational uniformity (Toma and Naruo, 2017). But the high-power-distance culture in India influences the expectations of employees in terms of authority, decision-making, and communication (Ahn, 2020). In contrast to the more moderate hierarchy and a collaborative problem-solving culture of Japan, the Indian employees are more attracted to clear instructions, visible leadership and reported lines. 
The globally standardised SOPs of Toyota, namely ones that focus on nemawashi, consensus-building, and distributed problem-solving, can thus form ambiguity and restrict compliance when transferred directly to an Indian setting. Consequently, the majority-owned JV between Toyota and Kirloskar depends on culture-adapted people-management SOPs to access the full benefits of internalisation and ease the introduction of the proprietary Toyota systems (K Radhika and Kar, 2023).
SOP Modifications Recommended
· Organise Leadership Structure: Determine positions, authority to make decisions, approval chains, supervisors, and channels of escalation to enhance predictability in operations. This will make employees understand the reporting structures and improve accountability and less confusion (Toma and Naruo, 2017).
· Implement Dependency Relationship Practices: Initiate SOP elements of frequent supervisor- employee gatherings, welfare and family involvement arrangements and systematic rapport construction to increase the trust and alignment. These practices encourage employee loyalty and facilitating the way changes in an organisation are implemented by creating interpersonal relations (Teece, 2025).
· Culturally Adapt Kaizen Participation: Introduce ordered Kaizen check points, formalized acknowledgment of enhancement proposals, and facilitated solving problems. 
· This promotes involvement and respect of authority at the same time, so that constant improvement is a culture that is effective and acceptable.
People-management SOPs localisation will enable Toyota to have a strong control over its proprietary systems (internalisation advantage) but relies on the cultural understanding of Kirloskar to negotiate the hierarchical work environment in India (location advantage). This convergence makes the majority-owned JV stronger with clarity of employees, better leader-employee relation, and efficient application of TPS and THS, leading to a smooth operation and compliance of more workforce (Pervin and Khan, 2022).
[bookmark: _Toc216654143]5.2 SOP Adjustment 2: Adopting Flexible Operational SOPs as a way of balancing TPS Standardisation and the Low Uncertainty Avoidance Culture in India
The internalisation advantage of Toyota lies in protecting and properly utilizing tacit TPS knowledge, which involves routine, process discipline and homogeneity of behaviour in solving problems. Yet, the low uncertainty avoidance in India promotes improvisation, situational flexibility, and adaptive decision-making which may be incompatible with the ordered workflows of TPS (Pervin and Khan, 2022). When Toyota introduced a strict global SOPs without localisation, it could create confusion, demoralisation and slowdowns in staff operations because of the discrepancies between the planned and real work procedures (Srilatha Palekar, Arun Pardhi and Jindal, 2022). 
Toyota has maintained its ownership benefits without sacrificing its core TPS principles, allowing them to offer flexible operational SOPs that enable the company to integrate more easily into the environment of the vibrant Indian manufacturing sector (Jones, Mathew and James, 2024). This adaptability promotes the majority-owned JV model, guaranteeing efficiency, employee involvement, and uniform quality performance.



SOP Modifications Recommended
· Build flexible SOP Modules: Design SOPs that combine both mandatory and flexible components such as quality and safety protocols with flexible components such as task sequencing and resource allocation (Tillu et al., 2024). This practice gives the employees the power to make decisions that are context-specific without compromising the operational standards and TPS integrity.
· Embrace Contingency-Based Protocols of Problem-Solving: Implement contingency SOPs against typical operational interruptions in India such power outages, supply chain delays, infrastructure gaps, and labour variability. Planned responses reduce improvisation on the job and ensure steady process flow that minimises inefficiencies and operational risk.
· Improve Micro-Training SOPs: Introduce micro-learning units of essential TPS aspects with the use of real Indian factory cases. Add feedback loops to check understanding so that employees can progressively be inducted into TPS practices but can accommodate local pragmatic orientations and enhance compliance to standardised practices (Tillu et al., 2024).
Operational SOPs flexibility enables Toyota to maintain TPS-associated internalisation benefits but adapt to the dynamic manufacturing environment in India (Chakravorty, 2009). This moderate strategy helps the majority-owned JV in protecting the quality and efficiency and in cultural alignment, more streamlined workflow, and increase acceptance among the workforces.
[bookmark: _Toc216654144]5.3 SOP Adjustment 3: Intensifying Supply Chain, Localisation, and Hybrid-Technology Integration SOPs in Line with India Location and Internalisation Benefits.
The advantages of ownership include the Toyota Hybrid System (THS) and the Toyota Production System (TPS) that rely on an effective supplier network, high-quality standards, and a disciplined approach to implementing processes. The benefits of internalisation also involve protecting the knowledge of hybrid technology, and in this regard, high-control coordination is critical (Sosnovskikh, 2019). 
Although India offers excellent location benefits such as a large supplier base, a valuable labour force, and favourable policies, such benefits can be fully realised only when the SOPs, quality systems and technical competencies of suppliers is modernised to the global standards of Toyota (Ahn, 2020).
Cultural influences also determine the way supplier development is to be conducted. The business culture of India is collectivistic and relationship-based, which implies that capability building cannot be achieved through transactional SOP implementation or strict compliance checks (Tillu et al., 2024). Rather, Toyota should employ a participatory, mentorship-oriented framework that suits the local market with a focus on trust, shared problem-solving and ongoing improvement. Such a culturally sensitive strategy enhances supplier competencies, promotes successful localisation, and helps to make the benefits of ownership and internalisation at Toyota applicable to the continuous performance in the Indian market (Chakravorty, 2009).
SOP Modifications Recommended
· Establish Tiered Supplier Capability SOPs: Divide suppliers into capability levels and provide developmental opportunities of improvement with capacity-building goal, hybrid-specific quality measures, mandatory THS training and environmental compliance expectations (Sugathan, 2021). This guarantees that it meets the long-term localisation objectives of Toyota in terms of hybridisation.
· Incorporate Predictive Quality and Risk Controls: Incorporate digital SOPs to detect real-time quality variances, predictive defect analysis and synchronisation with TPS kanban flows. Predictive structures minimize leakage of defects, enhance stability of production and global-quality parity.
· Strengthen Local R&D and Knowledge Transfer SOPS: Incorporate formal knowledge-transfer cycles, joint R&D procedures with global centres, Indian engineer benchmarking of competency and hybrid simulation laboratories. These SOPs give India a stronger position as a hub of development in hybrid technology in the future (Tillu et al., 2024).
By enhancing supply chain SOPs, Toyota can secure proprietary hybrid technologies (internalisation advantage) but create a more competent local supplier base (location advantage). 
This orientation guarantees the global-quality production in the majority-owned JV format, which facilitates the effective scaling, dependability, and lasting competitiveness in the Indian market (Sugathan, 2021).
[bookmark: _Toc216654145]6. CONCLUSION
Through global operations, Toyota Motor Corporation has managed to become one of the leading car manufacturers in the world and its presence in India demonstrates the significance of balancing international integration and local responsiveness. Its international value chain with its R&D, sourcing, production and sales activities show that it is efficient in its operations and that it can take advantage of economies of scale. Using the OLI framework, it is demonstrated that the joint venture strategy of Toyota in India successfully incorporates advantages of ownership, location as well as internalisation, allowing the company to enter the market successfully. The cultural differences between Japan and India like power distance, uncertainty avoidance, relational orientation and long-term planning require strategic adjustment in management, HR, operations and marketing practices.
Toyota needs to make three primary SOP modifications to remain competitive and operationally excellent. To begin with, the localisation of workforce and leadership SOPs would make the operations to match with the hierarchical and relational workplace culture in India. Second, the flexibility should be integrated into operational SOPs whereby the discipline of TPS will be balanced with the low uncertainty avoidance and improvisational tendencies of India. Third, hybrid-technology SOPS and supply chain SOPS must be enhanced to leverage the benefits of India, its suppliers, and the new hybrid-vehicle market along with global quality benchmarks. Such changes will allow Toyota to get the benefits of globalization without losing the cultural fit and operational sensitivity, which will provide the company with consistent growth, heightened employee engagement, and technological supremacy. 
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Toyota Motor Corporation Market Capitalization 

Market Cap (US$ bn)	2019	2020	2021	2022	2023	2024	2025	191	197	254	252	192	338	228	Column1	2019	2020	2021	2022	2023	2024	2025	Column2	2019	2020	2021	2022	2023	2024	2025	



Toyota Kirloskar Motor – Domestic and Total Sales

Domestic Sales	41699	42064	43101	45170	45870	45931	8206	13333	12351	22168	29302	40257	Total Sales (Domestic + Export)	41699	42064	43101	45170	45870	45931	9018	14623	13239	23590	34236	42892	Column1	41699	42064	43101	45170	45870	45931	



Toyota India PV Sales (units)

Toyota India PV Sales (units)	FY2024	FY2025	245676	309334	Column1	FY2024	FY2025	Column2	FY2024	FY2025	
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