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[bookmark: _Toc97738478]Executive Summary



All organizations are defined by change. In the automotive industry, the most notable change that different companies have implemented includes cars and electric vehicles. Ideally, electric cars run on electricity instead of gasoline. Since they lack internal combustion engines, the cars have zero carbon emissions to the environment, a factor that has increased their popularity. Although Toyota has traditionally focused on the production of hydrogen cars, the organization recently ventured into the manufacturing of electric vehicles. The company plans to sell its first EVs by 2022. Competitive pressure and environmental consideration are the main factors driving the change adoption. This paper analyzes the change by Toyota, including the reasons for the change, the change agents, change models used, and the impact of the change on organizational culture.
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Change is one of the most dominant factors contributing to organizational growth and development. All organizations are defined by change, regardless of their activities, products, services, and processes. In the automotive industry, the shift to electric car development is presently one of the biggest trends (Wang et al., 2022). This change has seen many companies start producing electric cars and foregoing the traditional fuel-powered vehicles. Some of the factors contributing to this change are the increasing prices of gas and oil, the need for reduction of carbon emissions, and competitive pressure. In 2021, Toyota implemented a major change when it announced plans to shift from its hydrogen fuel technology to start producing electric vehicles. Electric Vehicles (EVs) are some of the most notable trends in the automotive industry. Ideally, the popularity of electric cars is attributable to the skyrocketing increase in gas and fuel prices (Wang et al., 2020). The cars are run by electricity because they do not use any fossil fuel.
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[bookmark: _Toc97738481]2.1 Background of Toyota



Toyota is an automotive organization that was established in 1937 in Japan. The company is globally renowned for the manufacture, assembly, design, and sale of commercial cars and related parts. Some of the leading brands by the company include Toyota and Lexus. Currently, Toyota is one of the largest organizations globally and is a leader in new car designs and innovations. Toyota also employs more than 300000 people globally and accumulates an annual income of over 213 billion dollars (Brandl et al., 2020). One of Toyota’s core competencies is the ability to navigate the skyrocketing fuel prices to produce quality cars that add value to the customers. Toyota cars are known for their value, convenience, and effectiveness. The company employees' cost leadership strategy to produce new designs at low costs. Additionally, Toyota has a production structure popularly known as Toyota Production System (TPS), which uses lean manufacturing to enhance sustainability in production and to maintain quality (Dave, 2020).

Considered the leading carmaker globally, Toyota implemented a major change in 2021 that could potentially affect the culture of the organization. Toyota invented hybrid cars that use both gasoline and electricity, joining the likes of General Motors, Ford, and Volkswagen in selling battery-run vehicles. The company management announced that its factories across Japan are gearing up to produce electric-utility cars called "beyond zero" (Bz4x). Toyota's president announced that by 2030, the company intends to produce 3.5 million electric cars (Ewing, 2021). In addition, Toyota will offer more than 30 vehicles powered by electricity by then. The company is already working on prototypes for the same invention, which include land-cruisers and pick-up trucks. Furthermore, Lexus, one of the most prominent brands of the organization, will start selling only electric cars by 2030 (Atienza, 2021). The brand is changing its entire production process to focus on producing electric cars that have revolutionized the automotive industry.
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One of the main reasons for the change is the growing need for environmentally friendly cars. Traditionally, automotive organizations have been producing fossil-fuel-run cars for many years. However, the negative impacts of these cars on the environment have been significant. Electric vehicles use an electric motor as opposed to internal combustion engines. The larger battery is plugged into a wall outlet, which provides power to the car (Holmberg and Erdemir, 2019). One of the main benefits of EVs is that they do not emit exhaust fumes. Additionally, EVs are cheaper to maintain because they have fewer parts. Owing to the many benefits of electric cars over fuel vehicles, many automotive car manufacturers have ventured into the electric car industry. The cars are in high demand from buyers due to the environmental benefits. However, despite the mounting benefits, Toyota, one of the leading car manufacturers globally, had not ventured into the industry for a long time (Ivanov et al., 2019). As its competitors thrived in electric vehicle sales, Toyota kept producing hybrid and fuel vehicles. However, the demand for EVs pushed Toyota to join its competitors in producing EVs and in 2021, the president announced plans to start producing electric cars.

Another reason for the change is increasing pressure on conventional carmakers to produce electric cars. Over the last ten years, the invention of electric cars has been a growing trend in the industry, with many automotive companies, including Volkswagen, Tesla, General Motors, and Ford, venturing into the industry. As the largest car producer in the world, Toyota was expected to join in the production of electric vehicles. Additionally, there have been growing sales of electric cars in the United States as the demand from the buyers' increase. 
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Since Toyota announced that it would venture into the production of electric vehicles, there have been many internal and external factors that have affected the change process. A SWOT analysis of the change reveals considerable strengths and weaknesses that may affect its implementation, as well as possible threats and opportunities.

Strengths

Toyota has strong leadership that supports the vision for change. Unlike other organizations that ventured into EVs earlier on, Toyota leaders had to carefully study the market, analyze the costs and benefits of the change, and gradually introduce the change in the organization. The leaders are supportive of the change and have created a sustainable strategic plan that will see Toyota producing more than 3 million EVs by 2030 (Ewing, 2021). Additionally, the leaders support the people working on the change process by encouraging their creativity and innovation. Having strong teams facilitates the quality of a product.
Toyota has a strong brand image. Its vehicles are widely renowned, which has made the organization attract millions of customers every year. The strong brand image has helped Toyota implement the change because it has an already established market and buyers who are willing to shift from fuel-powered vehicles to EVS. Moreover, since EVs started gaining popularity in the industry, Toyota buyers were already demanding the cars from the organization (Liker, 2019). Therefore, the strong brand image will enable Toyota to introduce the new cars to the already established market successfully.

Weaknesses

Toyota has several weaknesses that could negatively impact the change process. One of the biggest weaknesses Toyota faces is that the organization is restructuring its factories in Japan and other brands to start focusing on the creation of electric cars (Liker et al., 2019). Since Toyota ventured into EVs later than other competitors, the restructuring of its processes could negatively affect the development processes. Ideally, Toyota employees are used to designing unique fuel-powered vehicles and introducing the new change is bound to affect their performance and creativity. Moreover, the high costs incurred in the restructuring of its factories could negatively impact the profitability of the company in the coming years. Another weakness is that the culture of the company may not support the change process. Typically, Toyota is a conservative organization whose success relies on the manufacture, sale, and assembly of fuel-powered vehicles. 

Opportunities

The change will provide Toyota the opportunity to increase its competitiveness in the automotive industry. Toyota is renowned for its sophisticated research and design department that focuses on the production of quality and unique cars in the industry (Lambert and Lambert, 2022). Therefore, the change is an opportunity for the company to produce unique and quality EVs, which will increase the productivity of the organization. Due to the environmental friendliness of the EVs, the change is an opportunity to reach more buyers who want to purchase products that are environmentally conscious. This will considerably increase the sales and the overall profitability of the company.



Threats

High competition from other electric vehicle manufacturers poses a significant threat to the implementation of Toyota’s change. Firms such as General Motors, Volkswagen, Tesla, and Ford, ventured into the industry earlier than Toyota, and their cars are already selling in the market. For this reason, Toyota will have to be more innovative in its design and produce at affordable costs to keep up with the competition.

Another threat of the change is that nowadays; the value of electric cars seems to be declining. Despite increased sales, many customers only seem to want to use the cars out of curiosity. Electric cars are more costly than regular vehicles and are even costlier to insure (Drabancz,. 2019). Additionally, they can take a long time to be charged, reducing their effectiveness in case of emergencies. Owing to such challenges, there is a possibility that the change will not increase the value of the organization in the long term, which could lead to losses.


[bookmark: _Toc97738484]2.4 PESTEL Analysis of the Change

The introduction of electric vehicles in Toyota is affected by a wide range of technological, environmental, social, technological, legal, and economic factors. Some of the main motivations for the change include the increasing competitive pressure and the need to ensure environmental sustainability because EVs reduce carbon emissions (The Verge, 2022). Politically, some of the main factors accenting Toyota’s implementation of the change include government support and instability. Today, the Japanese government supports eco-friendly products, and the adoption of electric cars has been met with support from the government (Lambert and Lambert, 2022). Additionally, since Toyota sells in more than 170 countries, political instability in these states can affect the successful adoption of the change. 

The economic factors include GDP, inflation, and the purchasing power of buyers. Ideally, EVs are costlier to acquire than regular vehicles, which may affect the extent to which buyers purchase electric cars. Besides, changing inflation of oil and gas is a great motivation for the company to introduce electric-run vehicles, which will not be affected by the shifting oil prices. A change in the GDP may also affect the sale of EVs. The social factors affecting the successful integration of electric cars include buyers’ perceptions of the benefits of EV, and the fact that consumers demand eco-friendlier products (Horn et al., 2019). Changing technologies and the advent of innovations present Toyota with a great opportunity to successfully incorporate EV designs into their R&D. Additionally, digital innovations are an opportunity to improve the communication of the change to the stakeholders. One of the main environmental factors affecting the adoption of EV is carbon emission (Secinaro et al., 2020). Compared to regular cars, EVs have zero emissions, a factor that has successfully enhanced the promotion of the change in the organization.
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Kurt Levin’s model

According to Kurt Levin’s theory of change, there are three steps to the change process: unfreezing, changing, and freezing. The first step is to develop a perception of the need for change in an organization. Afterward, the change is incorporated using the desired level of expectations. Thirdly, change is implemented fully as a part of the organization's culture. In the unfreezing stage, managers recognize that change may be met with resistance (Hussain et al., 2018). While some people readily accept the change, others may view change as a negative aspect that will destroy the status quo. During the changing stage, an organization implements the desired change. However, many people may start struggling with the change and its impact. If not carefully executed, the change implementation stage may be unsuccessful. The refreezing stage is when the change is reinforced fully into the organization (Hussain et al., 2018). This stage is particularly essential because it signifies a change in culture and complete acceptance that the change is long-term. 

When introducing electric vehicles, Toyota utilized Kurt Levin’s change model in a number of ways. Initially, top executives and the president were wary of the change and carried out significant research to analyze whether the change was necessary (Sammi-Bonnici, 2022). This was the unfreezing stage, where they realized that despite their objections, the change was necessary for the organization. The managers then implemented the change and announced strategies that would be undertaken to make the EV vision possible. 

Kotter’s Eight Steps to Change

When incorporating EVs at Toyota manufacturing processes, the organization utilized Kotter’s eight steps to change the model. The steps include creating urgency, developing powerful coalitions, creating a vision for change, communication, removing obstacles, creating short-term wins, building on the change, and integrating the change in the corporate culture (Pollack and Pollack, 2014). When electric cars started growing in popularity in the automotive industry, top executives at Toyota were initially resistant to the change. However, as more buyers started demanding EVs and organizations started selling units of EVs, the managers understood the urgent need for the change. When the need for the change arose, the president created urgency by training and communicating the need for change to all departmental heads. Additionally, the managers trained people hired individuals with the skills needed to drive the change vision. A vision for change was created. This vision states that by 2030, Toyota intends to sell 3.5 million EVs (The Verge, 2022). The managers are still building on the change in the organization.



Leadership and Change

There was considerable involvement of the leaders in the incorporation of the change in Toyota. The departmental executives used a transformational leadership style to communicate and foster the change process. In transformational leadership, the main concern of the managers is to enhance positive change within the organization by influencing the followers (Andriani et al., 2018). The leadership theory connects the role of the leader to their association with the followers. 
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The leaders played a crucial role in the management of people during the implementation of the change. The executives were attentive to all the needs of the employees and were concerned about how their personal challenges may impact their performance. More importantly, transformational leaders recognized the diversity of the employees and appreciated that every individual has unique skills and ideas to contribute to the development of the organization. One of the most attractive qualities of transformational leaders is their interaction with the employees (Andriani et al., 2018). The leaders encouraged people to think individuality, leading to new ideas for growth and development. Moreover, the transformational leaders regularly sought the opinions of the followers in decision-making. 

At Toyota, the management strived to use transformational leadership during all important milestones in the organization. In a statement issued by the CEO, “Toyota is about developing people. We develop and unite employees around the world” (Kok & Michel, 2021). The design of new electric vehicles is only achievable through the passion and innovation of people. The leaders recognized that good car are not a product of good machines but of the effort input by the employees. With this knowledge, Toyota has strived to be an organization that empowers people to think creatively and follow their passion since 1951 (Kok & Michel, 2021). Today, the success of the organization is considered attributable to the relationships between the people in the company. 
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Hofstede's cultural dimensions’ theory can be used to explain the low resistance to change and Toyota’s culture. According to the theory, there are five dimensions of culture that highlight individual and community differences. These include power distance, individualism and communism, masculinity, uncertainty avoidance, and long versus short-term orientation (Gerlach and Eriksson, 2021). Toyota's culture promotes individualism within the organization, encouraging all employees to contribute their ideas. As such, Toyota acknowledges individual accomplishments, which made them more receptive to the change. Moreover, the low power distance in the organization led to employees being more accepting to the changes. As a diverse organization, Toyota appreciates all individuals, and the masculinity versus femininity index is low.

Traditionally, Toyota is guided by the values of integrity, love, and invention. The company strongly believes in using new technologies to foster positive social change. Toyota is also known for its product diversity, including a hybrid vehicle that use both gasoline and electricity (Ivanov et al., 2019). Moreover, the company has a culture of workforce diversity, where the executives believe in the individuality of every employee. Using transformational leadership, the management believes that every person has something to contribute to the progress of the organization. As a result, every person is focused on improving quality because their efforts are appreciated.

[bookmark: _Toc97738488]2.8 Impacts of the Change on Culture

The change from fuel-powered to electric vehicles had considerable effects on Toyota's culture. The Toyota Way is a significant cultural aspect that has been adopted and is based on respect to people and continuous improvement (Mehri, 2018). Other core aspects of culture that are reinforced in the organization include quality and teamwork. In every department, there is a dedicated team of individuals who work collaboratively and share ideas for development. Even front-line workers with good ideas are allowed to air their opinions because Toyota respects and believes in its people.
The company’s culture is significantly based on the philosophy that technology should be used to promote environmental sustainability and people’s health. In order to promote the reduction of global carbon emissions, Toyota decided to use strategies of electrification, where cars will run by electricity instead of fuel. Lastly, the change has been widely accepted in the organization, and become a part of the company culture. In 2020, Toyota announced that it will produce 15 EVs by 2022 by focusing on short-distance and small-capacity compact EVs (Ewing, 2021).

[bookmark: _Toc97738489]2.9 Change Agents

President Akio Toyoda
The president of Toyota Motor Corporation, Akio Toyoda, is one of the biggest change agents in the introduction of EVs into the organizational processes. Since Toyota announced plans to venture into the EV industry in late 2020, the president has been advocating for the change both internally and externally through the media (Atienza, 2021). The president is both an incubator and an advocate for change. Typically, many organizations in the automotive industry ventured into electric car manufacturing because they believe EVs will solve the climate change problem. However, Toyoda was initially opposed to this reasoning, and believed that merely introducing electric cars would not solve the climate change issue. The president then analyzed the benefits and challenges of the change and finally came up with a solution that will ensure that EVs will enhance sustainability in the company. Today, the president of Toyota is an advocate for EVs, and believes that their use extends beyond solving climate change. In a statement, Toyoda stated that “carbon is our enemy, not the internal combustion engine. To reduce carbon, I believe there should be practical solutions that fit the circumstances of each country or region” (Atienza, 2021). This shows the president’s commitment to ensuring that EVs will bring about positive change to the company. 

Toyota Investors
As one of the largest auto manufacturers in the world, Toyota has attracted a wide range of investors over the years, who promote the organization’s mission. Owing to the increasing adoption of EVs by other car manufacturers, Toyota investors have been lobbying for the company executives to adopt EVs (Kok & Michel, 2021). According to Toyota investors, electric cars are the future, and have been urging Toyota to reconsider their position on the change.

Toyota Employees
A majority of Toyota employees, particularly those in the research and development department, have embraced the change to electric cars. Despite initial resistance from the top executives, the employees gradually started accepting the change process through vigorous training and enlightened understanding of the benefits of the change. Today, many employees working in the various Toyota factories across Japan are actively engaged in contributing to new ideas on innovative EV designs. The managers are working with the workers and departmental heads to communicate the change and to ensure the implementation of the change vision.  
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Electric vehicles have become important due to their negative impact on the environment. Although many organizations in the industry have ventured into the production of electric cars, Toyota, one of the biggest car manufacturers, was concerned over the implications of the change to its overall sustainability. As a result, Toyota is among the latest company to start producing electric cars, a process that has been gradual over the years. One of the biggest reasons for the change is increasing competitive pressure, where key competitors, such as General Motors, Ford, and Volkswagen, are already selling electric vehicles. In late 2020, the president of the organization announced plans by Toyota to start producing electric vehicles, a change that has significantly impacted the company’s culture. The introduction of EVs has been beneficial to the organization, owing to such factors as committed change agents, strong leadership, and innovative employees. However, there is still resistance to the change, as several executives feel that the change will unnecessarily incur substantial costs and minimal profits.





[bookmark: _Toc97738491]4.0 Recommendations

Since the change is recent, there is still resistance to change from some executives and employees in the organization. Despite the inevitability of change, organizational change is extremely difficult. There must be prior planning, extensive communication, and training on the need for change. Therefore, there is a need for Toyota to develop training programs aimed at communicating the change and its need in the organization. Training will reduce resistance to change, and make the stakeholders understand the necessity of electric vehicles. 
There should be constant communication between top executives and other stakeholders about the progress of the change. The introduction of electric cars is a considerable shift that has affected organizational processes significantly. In order for the people to fully accept the change, the managers need to be in constant communication, using such channels as emails and memos to communicate the progress of the change. This will significantly build on the change and motivate the employees to work towards the change vision.
The managers should create a vision for change in the organization. The vision should highlight how the past will be different from Toyota's future and the key benefits that will be derived from the change. 
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