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Chapter 1. From Textiles to Automobiles 

Section 1. The Inventions and 
Ideas of Sakichi Toyoda 

Item 1. Sakichi Toyoda

Kiichiro Toyoda was the founder of Toyota Motor Corporation and the automotive 
centered Toyota Group. Kiichiro used the spirit of invention and the business base 
inherited from his father Sakichi 
To y o d a t o e x p a n d i n t o t h e 
automotive business and build the 
foundation of today's Toyota Group. 
To understand the spirit of Toyota 
Motor Corporation’s foundation, 
therefore, it is necessary to go back 
to the ideas of Ki ichiro, the 
company’s founder, and Sakichi, his 
father, and to trace the path of 
business prior to automobiles.


Sakichi Toyoda was born on 
February 14, 1867 in the village of 
Yamaguchi (now part of the city of 
Kosai) in Shizuoka Prefecture. This 
year also marked the birth of 
modern Japan. On October 14, 
1867, Yoshinobu Tokugawa, the 
15th and final shogun of the 
Tokugawa shogunate submitted his 

Sakichi Toyoda



resignation and handed the reins of government to the imperial court, a change which 
was effected on December 9. This marked the establishment of the new Meiji 
government, and the first year of the Meiji era began on September 8, 1868.


Sakichi was greatly inspired by the book Saigoku risshi hen, published in 1870. The 
book was a Japanese version of Samuel Smiles' English Self-Help, translated by 
Professor Masanao Nakamura of Shizuoka Gakumonsho, and was a bestseller in the 
Meiji era, selling over one million copies. The work, which described an inventor who 
designed textile machinery such as spinning machines and power looms, sparked 
Sakichi's desire to learn. Furthermore, the Patent Monopoly Act of April 1885 
encouraged and protected invention. It is said that these factors drew Sakichi's interest 
and inspired him to embark on loom invention.


While assisting with his father's carpentry business, Sakichi struck upon the idea of 
improving the batten-equipped tall loom, and began devoting all of his time to the 
project.


In 1890, Sakichi moved to the home of a hometown acquaintance who lived in 
Yokohama in order to submit a patent for his improved hand loom design, traveling to 
the patent office in Tokyo to file the necessary application. The patent application for 
this wooden hand loom was accepted in November that year, and was awarded patent 
No. 1195, "Loom", the following year on May 14, 1891. Sakichi's address stated on the 
patent was 5-20 Kaigandori, Yokohama City, Kanagawa Prefecture, residing 
temporarily at the residence of Tanizo Sahara.


Item 2. Overview of Sakichi Toyoda's Inventions

Although Sakichi Toyoda attained a patent for his wooden hand loom, his ultimate aim 
was to design a power loom.


The first power loom invented in Japan was the device awarded patent No. 3173 
"Loom" in August 1898. The Toyoda Power Loom, based on this patent, was a wood-
iron composite power loom which featured a wooden frame combined with iron gears 
and shafts in the power transmission mechanism.  


During his lifetime, Sakichi was awarded a total of 45 industrial property rights, 
including 40 patents and five utility model rights. Furthermore, he filed eight of his 



Japanese patents in 19 countries outside Japan, obtaining 62 overseas patents in 
total  including a circular loom , a thread reeler and automatic stoppage device , and 1 2 3

 Although there are documents which state that Sakichi Toyoda acquired more than 100 patents, this 1

number is a total which includes the industrial property rights acquired in Japan and overseas. The 
number of Sakichi's inventions and designs that are classed as industrial property rights total 45

 A method of three dimensional weaving in which the warp thread is arranged in a circular pattern and 2

distributed in vertically, while a shuttle inserts the weft thread in a circular motion in between to form a 
cylindrical shaped cloth

 The thread reeler and automatic stoppage device was a mechanism for delivering warp thread at a 3

constant tension in order to ensure evenness in the woven fabric

Toyoda power loom (Japan's first self-powered loom; wood-iron composite)




an automatic shuttle changing mechanism , push-up mechanism.
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Of the 45 industrial property rights awarded to Sakichi, 38-the majority-were looms or 
loom-related mechanisms. Of his other inventions, four were devices related to fabric 
preparation, including a yarn-winding machine and a weft winding machine, while three 
were related to a circular single flow motor (rotary steam engine). 


Characteristics of Sakichi's Inventions 
Excluding his first wooden hand loom, all of Sakichi Toyoda's inventions and ideas 
were related to power looms.


Power looms are weaving machines operated by a driver such as a water wheel, steam 
engine, gas engine or electric motor. Of the types of power looms, those that 
automatically replace the weft thread in the shuttle when thread runs out are known as 
automatic looms, and those without this function are known as regular looms.


Types of automatic loom include the shuttle-changing type, which replaces the shuttle 
containing the bobbin as the weft thread is about to run out, and the cop-changing 
type, which restocks the bobbin only. Although Sakichi invented automatic looms of 
both types, he placed greater focus on the shuttle-changing type. This shuttle-change 
automatic loom would require further inventions by Kiichi and others before it could be 
fully appreciated and ready for widespread use. Sakichi’s inventions were primarily 
related to ordinary weaving mechanisms, but these were an essential technology for 
automatic looms.


Item 3. Expansion into Nagoya


In Search of Iron Parts 
The Kosai region, Sakichi Toyoda's birthplace, was known for its enshu cotton and had 
a thriving textile industry. Sakichi's mother was a farmer by day, while working as a 
weaver by night. It is said that this inspired Sakichi to invent a new loom to make the 
job of weaving easier.


 A device which removed the old shuttle when it ran out of thread and replaced it with a new 4

one. The new shuttle was pushed upwards to replace the used shuttle





After Sakichi's invention of the power loom, several loom manufacturers established 
businesses in the Hamamatsu area of Enshu, including Suzuki Loom Works (now 
Suzuki Motor Corporation), Suzumasa Shokki (later renamed as Enshu Saisaku; now 
Enshu Ltd.).


Although the Hamamatsu region near Kosai was becoming a center for the weaving 
industry, Sakichi chose to move to Nagoya as an acquaintance from his hometown, 
Sakuzo Nozue, who worked in the ironworking industry, lived there. In 1894, Sakichi 
visited Nozue and asked him to produce iron parts for his looms. The following year in 
1895, Nozue manufactured iron loom components, which were assembled at Sakichi's 
power loom testing plant. The prototype for the power loom was completed in 1896, 
and after test operation and improvements was ready for practical use. As mentioned 
earlier, Sakichi acquired a patent for this invention in 1898.


Toyoda Shoten 
In 1894, Sakichi Toyoda invented a yarn winding machine and applied for a patent on 
June 27 that year. According to the patent application form for patent No. 2472 "yarn-
winding machine", Sakichi's address at the time was 12 Asahi-machi, Nagoya City. His 
first son, Kiichiro, had been born on June 11, earlier in the month.


Sakichi established a retail outlet, Toyoda Shoten, in Asahi-machi, Nagoya City (near 
the current Nishiki, Naka-ku area), selling yarn-winding machines while working on 
development of a power loom. Sakichi's younger brother Heikichi assisted with sales of 
yarn winding machines, and was responsible for sales in the Kanto region. Once the 
prototype for the power loom was completed in 1896, a power source was needed to 
drive the machine during test operation. Heikichi also handled this matter, purchasing a 
second-hand steam engine and managing to fix it well enough to run the power loom.


With support from Heikichi and Sasuke (his youngest brother), Toyoda Shoten's 
business grew steadily. In 1897 operations expanded with the construction of a plant at 
15 Buhei-cho 3-chome, Nagoya City (near the current Izumi 1-chome, Higashi-ku area), 
and in January 1906 the Shimasaki-cho Plant was built at 1 Shimasaki-cho, Nishi-ku, 
Nagoya City (near the current Meieki, Nakamura-ku area). While the Buhei-cho Plant 
covered 1,300 square meters, the Shimasaki-cho Plant was seven times larger, 
covering 9,400 square meters. Between the establishment of the two plants, the 
company name was changed from Toyoda Shoten to Toyoda Shokai Office in 1902. 
The foundations for invention were steadily falling into place.




Item 4. The Birth of Jidoka

Completed in 1897, the Toyoda Power Loom, Japan's first self-powered loom, drew 
acclaim for its ability to produce high quality cotton cloth in a stable manner, and 
gained widespread public attention.


The Toyoda Power Loom featured a weft halting device which automatically stopped 
the machine when the weft thread in the shuttle broke or was exhausted.


In power looms, if the weft or the warp thread breaks and the machine is not stopped 
immediately, faults can occur, such as the warp continuing to be incorporated into the 
fabric without the weft, or the broken warp thread being left out, leading to the output 
of damaged fabric. Sakichi Toyoda researched systems to prevent such faults, and in 
addition to the weft halting device mentioned above, also made several other 
inventions and improvements, including a system for maintaining a constant tension of 
the warp thread to prevent breakages, and a warp halting device to stop the loom 
when the warp thread broke.


The Toyoda Power Loom released by Toyoda Shokai in 1905 was not an automatic 
loom, but a so-called "regular" power loom, and incorporated features such as those 
described above to prevent defects. According to the instruction manual for the 
Toyoda Power Loom, the following were the model's main features:


1. The warp tension controller automatically maintained the warp output at a constant 
tension. This resulted in less frequent breakage of the warp thread, reducing loom 
downtime and producing other benefits. In terms of product value, fabrics had a 
consistently fine texture and uniform quality.


2. The loom featured a warp halting device which automatically shut down the 
machine when the warp thread broke. This meant that the machine did not have to 
be constantly watched, allowing a single operator to run several looms at once. 
Also, quality defects such as missing or tangled threads decreased, reducing the 
likelihood of damage to the fabric.


3. A weft halting device halted the loom when the weft thread broke or ran out. As in 
item 2, this eliminated the need for the machine to be constantly watched.




Items 2 and 3 aimed to prevent loss and waste from quality flaws and reworking by 
automatically stopping the loom when irregularities occurred. Sakichi’s design 
concepts live on even today in the Toyota Production System as the origin of jidoka .
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 Taiichi Ono, a supporter of the Toyota Production System, was an engineer who transferred from 5

Toyoda Boshoku Corporation to Toyota Motor Co., Ltd. He was an export on looms and a promoter of 
the jidoka concept. An article entitled “The Inspiration for Jidoka” submitted by then Managing Director 
Ono to the “Word of the Month” column in Toyota Management (March 1969), an internal newsletter, that 
the design concepts of the weft halting device and warp halting device invented by Sakichi were the 
origins of the jidoka concept.

Circular loom manufactured in 1924 (loom 
with wooden frame)




Item 5. Invention of the Circular Loom and Circular 
Single Flow Motor

In 1906 Sakichi Toyoda invented the circular loom, acquiring a patent for the machine 
the following year in 1907. Later, in 1924, he invented a heddle for the circular loom, a 
shuttle-changer for the circular loom, and a winding mechanism for the circular loom, 
and patented these devices the following year. In contrast to standard looms, in which 
the shuttle moved back and forth to incorporate the weft, in the circular loom the 
shuttle moved in a circular motion to insert the weft, reducing energy loss and 
operational noise.


Using the same concept, in 1914 Sakichi invented and patented the circular single flow 
motor, which switched the back and forth movements of steam engine pistons for a 
circular motion. In addition, he also invented and patented improved versions of the 
circular engine in 1917, as well as the circular single flow motor in 1920. Sakichi 
believed that circular motion was more energy efficient than reciprocating motion, and 
worked to invent circular looms because, as he saw it, "circular motion, rather than the 
reciprocating motion of the past and present, is the ideal we must strive when creating 
looms"


Kiichiro Toyoda, who took over his father's research after Sakichi's death, exhibited the 
circular loom at the Fourth Inventors Exposition in Tokyo in 1932.


Item 6. Support for Development and Invention of 
Electricity Storage Devices


Interest in Power Itself 
As exhibited in his invention of the circular single flow motor, Sakichi Toyoda was also 
deeply interested in power itself. Although Japan's first power loom, the Toyoda Power 
Loom used the written Japanese character for steam in its name, its power was 
provided not only by steam, but also by an oil motor. According to the instruction 
manual, one horsepower of output was sufficient to drive 20 looms.




Looking at the power usage at the plants operated by Sakichi, the Toyoda No.1 Plant 
(Toyoda Shokai Office Buhei-cho Plant) in 1904 ran on one 3.5 hp oil motor, Toyoda 
Loom Company (formerly Toyoda Shokai Office Shimasaki-cho Plant) in 1909 ran on 
one 24 hp gas motor and one 3 hp oil motor, and in 1916 Toyoda Automatic Spinning 
and Weaving Plant (precursor to Toyoda Boshoku Corporation Honsha Plant) operated 
on one 400 hp steam engine (300 kW) and 720 kW of commercial electricity.


For power generation at the Toyoda Jido Boshoku Plant, 400-hp uniflow steam engines 
manufactured by Switzerland’s Sulzer were installed in 1914. At that time, the 
installation of steam engines for generating electricity was unusual in the Nagoya area, 
and Sakichi’s Toyoda Jido Boshoku Plant and his younger brother Heikichi’s Toyoda 
Shokufu Oshikiri Plant were about the only examples. When the plant was expanded in 
1916, it began to receive a 720 kW electric supply from Nagoya Electric Light.


In the 1910s, plants across Japan were in the process of switching their power sources 
from steam engines and gas motors to electricity. The percentage of power generation 
from electricity by Japanese weaving and dyeing plants rose from 8.9 percent in 1909 
(13.3 percent for all types of plants) to 22.4 percent in 1914 (30.1 percent), and 
continued to increase rapidly in the following years.


From the autumn of 1922 to the spring of 1923, Heikichi traveled to Europe and the 
United States to observe overseas techniques, and purchased a German-made electric 
vehicle.  The vehicle was powered by private generators, and was also used by Kiichiro 
on occasions. However, battery capability at the time meant that driving time was 
limited even when the vehicle was charged overnight, taking longer to charge than to 
deplete.


Donation of Research Grants and Prize Money 
Towards Invention of Electricity Storage Devices 
In 1925 Sakichi Toyoda asked the Imperial Institute of Invention and Innovation to 
investigate the conditions and methods for donating prize money in order to offer a one 
million yen prize for developing a revolutionary electricity storage device (storage 
battery).


This move was spurred by the first aerial circumnavigation of the earth by the United 
States Army Air Service in 1924, conducted in a Douglas aircraft and taking 351 hours 



and 11 minutes of flight time over 176 days from March 17 to September 28. Japan 
was on the flight path from the Aleutian Islands to Indochina and India.


Sakichi was inspired by this flight around the world, and came up with the idea of 
offering a monetary prize for invention of a storage battery for mobile use. Accordingly, 
he envisioned that the research should focus on a storage battery used to power 
automobiles and airplanes. However, development of such a storage device was 
extremely difficult, and as a result of the study by the Imperial Institute of Invention and 
Innovation it was decided to begin by offering research grants, and to offer the one 
million yen prize money when creation of such a device became more realistic.


The contract Sakichi concluded with the Imperial Institute of Invention and Innovation 
on October 15, 1925 agreed to donate 500,000 yen to a fund over five years, and in the 
case where the annual interest of that fund was less than 30,000 yen, Sakichi would 
provide the difference. In addition, as a part of efforts to encourage development of a 
storage battery, the Toyoda Research Office would be established within the Imperial 
Institute of Invention and Innovation. This office would be the central body responsible 
for driving the effort to develop the required technology. The first recruitment for 
intermediate inventions took place in 1927, followed by a second recruitment in 1931 
and a third stage in 1935.


Kiichiro inherited Sakichi’s expectations and thinking concerning storage batteries, and 
established a battery research laboratory in Shibaura, Tokyo and began storage battery 
production at the Shibaura Plant in 1939. Kiichiro also directed that development of an 
electric vehicle should start, and prototype production of the Model EC electric car 
equipped with a storage battery and non-combustion engine (motor) began in about 
1940.


  




Section 2. The Businesses of 
Sakichi Toyoda 

Item 1. Setbacks at Toyoda Loom Company


Establishment of Toyoda Loom Company 
In January 1906, the Shimasaki-cho Plant was completed, and Toyoda Shokai Office 
transferred from Buhei-cho to Shimasaki-cho. Several new models were released in 
succession, including the 1906 Toyoda Power Loom, the improved successor to the 
1905 Type, and the compact loom, which simplified the warp halting device and other 
functions, and was affordable. The compact loom was popular as it was not only 
efficient, but also cost around half the price of conventional looms, and ended up 
outselling the 1906 power Loom.


All of the looms invented by Sakichi Toyoda, including the 1905 Toyoda Power Loom, 
were types of power looms known as narrow-width power looms.  Widths of the looms 
ranged from 45.5 centimeters for the compact loom to 49.2 centimeters in the 1905 
and 1906 power looms. Textiles manufactured using narrow-width power looms were 
sold in Japan, the Korean Peninsula, and China.


The textile testing plant at Shimasaki-cho operated 120 narrow-width power looms. 
With the Buhei-cho Plant already running 80 looms and the Nishishincho-Plant 
operating 100, the total number of looms in operation grew to 300. As a result, profits 
in the company's weaving department grew strongly and business was brisk.


The success of Toyoda Shokai's popular narrow-width power looms caught the eye of 
Kamenosuke Fujino, head of the Osaka branch of Mitsui & Co., Ltd. To improve the 
production capability of the company's looms, Fujino proposed in May 1906 that 
Toyoda Shokai become a joint-stock company.


At the time, the Japanese cotton spinning industry was undergoing a period of mergers 
between small and medium firms due to excess production capacity. The number of 
spinning companies had halved from 79 in 1900 to 36 in 1908. Furthermore, production 
hours were being cut under the control of the Japan Spinners' Association. Meanwhile, 
production and export of high added value cotton cloth was promoted as a means of 



reducing the excess supply of cotton yarn. To achieve this, the spread of power looms 
which would efficiently produce textiles was necessary.


Looking at the number of looms in Japan in 1906, there were 716,171 hand looms and 
20,657 narrow-width power looms in use, as well as 9,601 broad-width looms operated 
by the weaving departments of cotton spinning companies. Correspondingly, there 
were 463,165 businesses in operation, with the majority of the market comprised of 
small businesses which operated hand looms.


It was for this reason that as a manufacturer of power looms Toyoda Shokai was 
singled out. However, as a sole proprietorship there was a limit to the amount of 
funding Toyoda Shokai Office could obtain, and in order to increase its loom supply 
capability, it needed to become a publicly traded company and expand its business.


Although Sakichi wavered, the proposal came from the head of the Osaka branch of 
Mitsui, which had helped this business so far, and felt he could not refuse. He decided 
to put up the Shimasaki-cho Plant as an investment in kind and restructure the 
company as a joint-stock corporation. The usage royalty for the patents held by 
Sakichi was calculated at one third of profits after dividend payment (10 percent). 
Sakichi closed all of Toyoda Shokai's operations other than the Shimasaki-cho Plant, 
paid his brothers and the employees that had supported him, and entrusted his fate to 
the new venture.


As a result of these events, Toyoda Loom Company was established in Shimasaki-cho, 
Nagoya City in February 1907, with one million yen in capital. The president was 
Fusazo Taniguchi, while Sakichi was appointed as managing director and chief 
engineer.


Founders included Fusazo Taniguchi (Osaka Godo Boseki), Ichitaro Tanaka, Seishichi 
Shikata (both from Nippon Menka), Takeo Yamanobe (Osaka Boseki), Seibee Fujimoto 
(Kishiwada Boseki), Sosuke Okaya (Nagoya Boseki), Denshichi Ito, Tsunezo Saito (both 
from Mie Boseki). Given the circumstances surrounding the company's establishment, 
it was natural that many players in the spinning and textiles industries were involved.




Resignation as Managing Director of Toyoda Loom 
Company 
During the approximately three years he served as managing director of Toyoda Loom 
Company, Sakichi Toyoda was able to focus solely on technological development. In 
the four years from 1907 to 1910 he registered 16 patents, in the most prolific period of 
his lifetime. By contrast Sakichi registered 13 patents in the 10 years from 1897 to 
1906. His output rose tripled from 1.3 patents per year during this period to four per 
year during his time at Toyoda Loom Company.


Sakichi's approach toward invention was to test each new device to identify the points 
that needed improvement, and he struggled at Toyoda Loom Company as the facility 
did not have a textile testing plant. The testing plant at Toyoda Shokai was abolished 
with the founding of Toyoda Loom Company, and in February 1907 Nagoya Shokufu 
Company was established as a testing plant for narrow-width iron looms. However, this 
facility was not sufficiently capable of testing looms to satisfy Sakichi.


Despite the opposition of the top management of Toyoda Loom Company, Sakichi 
established a private testing plant in Nishiyabushita-cho, Nishi-ku, Nagoya City 
(currently Kikui 1-chome, Nishi-ku). 30 units of the H Model broad-width regular iron 
loom (completed in November 1908) were later installed at the plant, and in February 
1909 the testing plant began operation as a business site, the Toyoda Shokufu Kikui 
Plant.


As exhibited by this case, there was a difference of opinion regarding research and 
development between Sakichi and the management of Toyoda Loom Company. This 
rift grew wider, culminating in Sakichi's resignation in April 1910. The following 
exchange between the two parties is described in Toyoda Sakichi Den (The Life of 
Sakichi Toyoda).


In the end, president Taniguchi told me (Sakichi), "I believe the reason the company's 
performance is lagging is because the employees' attention is consumed by all this 
invention and testing. I'm sorry Toyoda, but I'm going to have to ask you to resign". I 
couldn't contain my anger. I stormed out of the room, went home, and wrote my 
resignation letter immediately.




Following this, Toyoda Loom Company merged with Nagoya Shokufu Company in 
August 1913, with the plant taking the Nagoya Shokufu Company name. The plant was 
used as a testing plant, and after development of the Model N broad-width regular iron 
loom in June 1914 became a public show plant for the new loom.  At the Toyoda 
Shokufu Kikui Plant, spinning processes were not installed in parallel, and as a result it 
was not included in the 1942 spinning plant reorganization (merger of five Toyoda and 
Toyo Menka-related companies) and remained independent.


Item 2. Establishment of Toyoda Boshoku 
Corporation


Trip to Europe and the United States 
In May 1910, Sakichi Toyoda, who had resigned as chief engineer of Toyoda Loom 
Company embarked on a tour of Europe and the United States, accompanied by Akiji 
Nishikawa .
6

The conflict at Toyoda Loom Company between Sakichi and those in the spinning 
industry was an unexpected development to Mitsui Osaka branch head Kamenosuke 
Fujino, who had pushed the business. An overseas study trip would serve an ideal role 
as a cooling-off period, and Sakichi departed on for Europe and the United States with 
the full support of Mitsui. Sakichi was taken around textile manufacturers, primarily 
those in the industrial areas of Boston, by the New York branch manager of Mitsui. The 
trip deepened Sakichi's confidence in the looms he had invented and developed 
himself.


 Nishikawa was born in Futagawa-cho, Atsumi-gun (now Futagawa-cho, Toyohashi City), Aichi 6

Prefecture in 1881. Distantly related to Sakichi Toyoda, he began an acquaintance with the Toyoda family 
while a student at Aichi Normal School in Nagoya City. After graduating and serving the required length 
of time as a schoolteacher, he entered the textile department at Tokyo Higher Technical School on 
Sakichi's recommendation. After graduating in July 1909 he returned to Nagoya and assisted Sakichi in 
his work.



During this time, Sakichi was blessed with the opportunity to visit and discuss 
invention with Dr. Jokichi Takamine , who lived in New York. Dr. Takamine, the chemist 7

who discovered diastase and adrenaline, served as Acting Chief of the Japanese 
Bureau of Patents and Trademarks, Ministry of Agriculture and Commerce, and was 
exhaustively familiar with the patent system. As someone who understood the 
importance of testing and research to bring an invention into practical use, and who 
had experienced the various obstacles faced by inventors, Sakichi empathized with 
many of the points made by Dr. Takamine. Following several further meetings between 
the two, Sakichi returned to Japan with the confidence and courage to make a fresh 
start.


In October 1910, Sakichi left Nishikawa in charge of handling patent applications and 
weaving-related research, and traveled from the United States to England. He also 
visited France, Belgium, Holland, Germany and Russia, before returning to Japan in 
January 1911 via Moscow and Siberia.


Nishikawa, who remained in New York, worked to attain patents for Sakichi's 
inventions. The patent in question was the "improved automatic shuttle changer", 
applied for on June 6, 1910 (granted patent No. 1018089 on February 20, 1912) . 8

Nishikawa eventually ended up spending two and a half years overseas, returning to 
Japan in December 1912 via Europe.


 In 1890 Dr. Jokichi Takamine traveled to the United States on the urging of Takashi Masuda, the first 7

president of Mitsui & Co., Ltd. and one of Takamine's foremost supporters, in order to continue study on 
his motokoji method for improvement, which had been filed for patent in the United States. Although 
Takamine's efficient method for whiskey distillation using the koji fungus was utilized in the United 
States, he suffered retributions from producers and workers in the malt industry whose businesses had 
suffered from the development, with his laboratory being burned down at one point.

 According to a letter by Nishikawa addressed to Sakichi (January 11, 1911), "The infringement was not 8

recognized, so I plan to submit a written statement arguing our position to Mr. Singer and will work to get 
our claim amended. This will be ready in a few days, and we will undergo a third screening. In my 
humble opinion, I believe it will take at least until the middle of February to receive patent approval", 
indicating that the screening process was proving troublesome. The letter also mentions the fact that 
Nishikawa had the 100,000 warp stoppage droppers (thin, spring-loaded iron piece that dropped when 
the warp thread broke to notify operator) ordered by Sakichi and sent them to Japan. In addition, 
Nishikawa also mentioned that he expected his stay in the U.S. to last some time in order to sell the 
patents and study the textile industry. He requested Sakichi's permission to apply to the Ministry of 
Agriculture and Commerce as an overseas business trainee to receive living costs, and to remain in the 
U.S.



Establishment of Toyoda Boshoku Corporation 
Having returned to Japan, in October 1911 Sakichi Toyoda leased 9,900 square meters 
of land in Yoneda, Sakou, Nakamura-oji, Nagoya-gun (now Noritakeshinmachi 4-
chome, Nishi-ku, Nagoya City) and began construction of a new plant.


This plant was completed the following year in September 1912 as the Toyoda Jido 
Shokufu Plant, and began operation in earnest. Although the plant was capable of 
housing 200 looms, due to a shortage of funding 92 51-inch (129.5 cm) wide regular 
looms and eight automatic power looms were installed-only half the number originally 
intended.


To obtain funding for the required machinery, Sakichi renegotiated the terms of the 
contract transferring his loom patent rights to Toyoda Loom.


Toyoda Jido Shokufu Plant



Company. Usage royalties were negotiated at one third of profits after a 10 percent 
dividend, but the company had not achieved sufficient profits to pay a 10 percent 
dividend, and not once had Sakichi received a usage royalty for his patents. As a result 
of the renegotiation, it was decided that Sakichi would trade all of his patent claims in 
October 1912 to Toyoda Loom Company for a one-time payment of 80,000 yen. This 
payment was made in January 1913. Sakichi used the funds to purchase additional 
looms, bringing the total number of looms at Toyoda Jido Shokufu Plant to 200. The 
eight automatic power looms were used for testing.


During the research process for the automatic power loom, Sakichi realized that there 
were problems with the quality of the yarn. At the time, spinning yarn in Japan was 
made of short threads, and was uneven and had poor tension. This caused the warp 
thread to break easily, which meant that the original performance of automatic looms 
could not be exerted, making it difficult to evaluate. In response to this problem, 
Sakichi decided to establish his own spinning plant, and ordered Akiji Nishikawa, who 
had just returned to Japan in December 1912, to build it.


Nishikawa asked Tsutomu Furuichi, a friend and former classmate at the textile 
department of Tokyo Higher Technical School who worked at Takada Shokai, a 
machinery import company, to provide an estimate for 5,000 spindles of spinning 
machinery. Although Furuichi created a machinery plan and provided an estimate, 
Sakichi had also consulted with Kamenosuke Fujino, the head of the Osaka branch of 
Mitsui, and the discussion took an about turn, with the order going to Mitsui instead. 
Mitsui also promised to provide Sakichi with funding.


In February 1914, 6,000 spindles from Platt Brothers & Company (hereafter called Platt) 
were imported, and operations commenced. The facility was powered by electric 
motors, and as mentioned previously uniflow steam engines provided a private power 
source. As the plant also conducted spinning operations, its name was revised to 
Toyoda Jido Shokufu Plant.


At the time, a standard spinning plant had 30,000 spindles, and Sakichi faced strong 
opposition from those who believed the business would be unable to break even with 
only 6,000 spindles. However, circumstances changed as World War I broke out in July 
1914. Not only were the cotton spinning plants of participant countries converted for 
military use, lowering yarn production capability, but the war also caused a shortage of 
shipping vessels and disrupted shipping routes. This cut exports of cotton products 



from Europe to Asia. To fill this gap, the Japanese cotton industry made inroads to 
Asian markets and also exported cotton products to England and the United States, 
enjoying an unprecedented boom.


Toyoda Jido Boshoku Plant also enjoyed strong results, and as a result of subsequent 
plant expansions grew to operate 1,000 looms and 30,000 spindles in 1916. On 
January 30, 1918, Toyoda Jido Boshoku Plant was converted into a joint-stock 
company, becoming Toyoda Boshoku Corporation. The company outline at the time of 
establishment was as follows:


Location 1716 Yoneda, Sakae, Nakamura-oji, Nagoya-gun
Capital 5 million yen (3 million yen paid)
Management President: Sakichi Toyoda,

Managing Director: Risaburo Toyoda,
Director: Kamenosuke Fujino, Auditor: Ichizo Kodama

Plant Facilities 34,080 spindles (Platt model), 1,008 looms (Toyoda 
model)

Employees Approximately 1,000

Toyoda Boshoku doorplate



Toyoda Boshoku gave birth to Toyoda Automatic Loom Works Ltd., which in turn led to 
Toyota Motor Co., Ltd. and Aichi Steel Works Ltd., ultimately leading to creation of the 
companies which comprise today's Toyota Group. Toyoda Boshoku Corporation was 
the foundation for the current Toyota Group.


Toyoda Boshoku itself merged as one of the five Toyoda and Toyo Cotton companies in 
February 1942 to form Chuo Boseki Co., marking an end to the company. Chuo Boseki 
was absorbed into Toyoda Motor in November 1943, the following year.

The Taisho-era brick building of the headquarter plant of the former Toyoda Boshoku in 
Nagoya City remains today, and currently houses the Toyota Commemorative Museum 
of Industry and Technology. In addition, the Kariya Plant of the former Toyoda Boshoku 
currently serves as the headquarters and Kariya Plant of Toyota Boshoku Corporation.


Main gate of the Toyoda Boshoku headquarters



Furthermore, the Toyoda Shokufu Plant, managed by Sakichi's younger brother 
Heikichi, was constructed and transferred to Oaza Kitaoshikiri, Kanashiro village, 
Nishikasugai5 in 1917, the year before Toyoda Boshoku was founded in the same 
village. This plant was known as the Toyoda Shokufu Oshikiri Plant, and in 1927 a 
spinning plant was added at the site. These facilities subsequently become Toyoda 
Oshikiri Boshoku Corporation in 1931, which was merged to form Chuo Boseki (Chuo 
Spinning) Co. in 1942.


Item 3. Establishment of Toyoda Boshoku Sho and 
Other Companies


Establishment of Kikui Boshoku Corporation 
On March 10, 1918, Kikui Boshoku was established, funded by Sakichi Toyoda, 
Kamenosuke Fujino and Ichizo Kodama. The new company was created less than two 

Toyoda Oshikiri Cotton Spinning & Weaving Co. doorplate



months after the establishment of Toyoda Boshoku Corporation in order to expand the 
spinning and weaving business during the wartime production boom.


To rationalize its operations during the cotton industry slump which occurred during the 
Great Depression, in 1931 Kikui Boshoku was absorbed into Toyoda Boshoku and its 
name changed to Toyoda Boshoku Minami Plant. In 1942, following the merger 
between five spinning and weaving companies, it became Chuo Spinning Company 
Aichi Plant, and after the merger with Toyota Motor Corporation in 1943 became the 
company's Aircraft Aichi Plant .
9

Establishment of Toyota Boshoku Sho 
British imports of cotton products to the Chinese market were halted due to the 
outbreak of the First World War, leading many Japanese spinning and weaving 
companies to expand into China. On August 1, 1919, Chinese import tariffs were raised 
from 3.5 percent of cotton thread prices to 5 percent, a move which pushed many 
Japanese manufacturers to commence local production in China. To put the situation 
in context, 17 Japanese companies accounted for 33 of the 87 spinning and weaving 
plants established in China between 1914 and 1925.


Location 29-1 Tongashima, Komeno-cho, Naka-ku, Nagoya City
(near current Hosei-cho, Naka-ku, Nagoya City area)

Capital 4 million yen (2.5 million yen paid)

Management

Senior Managing Director: Sasuke Toyoda, Directors: Ichizo 
Kodama, 
Heikichi Toyoda, Risaburo Toyoda, Auditors: Sakichi 
Toyoda, Tomigoro Tsuchiya

Plant 
Facilities 35,322 spindles, 588 looms

 Became Toyota Motor Company's Nakagawa Plant after the Second World War. This plant was leased 9

to Toyota Motor Sales Co., Ltd. as the company's Nakagawa Plant (parts warehouse). In 1950, Toyota 
Motor Co., Ltd.'s textile department was spun off into Minsei Boseki Co., Ltd., a separate company. In 
1952, Minsei Boseki leased part of the plant and operated it as the company's Nagoya Plant (cotton 
spinning and weaving plant). Minsei Boseki purchased the entire site in November 1956, operating 
86,540 spindles at the plant.



Under these circumstances, in 1920 Sakichi Toyoda began construction of a spinning 
and weaving plant in Shanghai. The plant was completed in May 1921, and opened in 
November that year as Toyoda Boshoku Sho.


Location 200 Jessfield Road
Capital 10 million tael (5 million tael paid)

Management

President: Sakichi Toyoda, Directors: Risaburo 
Toyoda, Ichizo Kodama,
Akiji Nishikawa, Masaaki Ishiguro, Auditors: Tsuyu 
Fujino, Kiichiro Toyoda,
Tokiya Murano, Rizo Suzuki

Plant Facilities
35,712 spindles (Platt model)
15,312 yarn covering machines (Whitin model)
(406 looms commenced operation in August 1924)

Toyoda Boshoku Sho




Kiichiro, who graduated university in July 1920, submitted "Design Specifications of 
Power Facility for Shanghai Spinning Plant" for his graduation project, and was already 
involved in engineering side of his father Sakichi's business while he was studying.


When Kiichiro started his automotive business, Toyota Boshoku Sho provided funding 
support and played a central role in expanding the company's business in China, and 
also supported the establishment of Hokushi Jidosha Kogyo in 1940, and Kachu 
Toyoda Jidosha Kogyo in 1942. In 1944 the company adopted the Toyoda Boshoku 
name, changing from Toyoda Boshoku Sho to Toyoda Boshoku. After Japan's defeat in 
the Second World War, the company was seized by China.




Section 3. Kiichiro Toyoda 
Invents the Automatic Loom 

Item 1. Kiichiro Toyoda Starts Working for Toyoda 
Boshoku 


Early Life 
Sakichi Toyoda's eldest son, Kiichiro Toyoda, was born on June 11, 1894, in the village 
of Yamaguchi (now part of the city of Kosai) in Shizuoka Prefecture.


Around this time, as Sakichi devoted 
his time to studying power loom and 
went back and forth between 
Toyohashi and Nagoya, Kiichiro lived 
at his grandparents' house in the 
village of Yoshizu. It was not until he 
was about three years old that he 
began living with his father.


Kiichiro spent his childhood in 
company housing located on the 
premises of the factories of the 
var ious companies h is father 
operated, such as the Buhei-cho and 
Shimasaki-cho plants of Toyoda 
Shoten (Toyoda Shokai Office), or the 
Toyoda Jido Shokufu Plant (Sako-
cho), so he grew up seeing people 
designing, creating and fixing 
machines all around him. Later in life, 
Kiichiro alluded to that time when 
speaking to engineers who were part 
of Toyota Motor Co., Ltd.:


Kiichiro Toyoda



I went to the United States with Okabe where we visited Crompton Corporation and 
Northrop Corporation, and tried our hands at assembling and test running looms. 
Although I had never done that before, I had constantly been around machines as a 
young child so I managed to succeed at the task without any problem at all. Engineers 
must think of the machines in their care as close friends and be forever giving them 
attention.


It would be fair to say that Kiichiro's close contact with machines as a young child 
allowed him to confirm for himself how things worked and ultimately gave rise to the 
genchi genbutsu (go to the source to find the facts) thinking that plays such an 
important role in Toyota's approach to operations today.


In 1908, Kiichiro graduated from an Aichi Prefecture prefectural elementary school and 
entered Meirin Middle School. One of the school's other students in the same year as 
Kiichiro was Kaoru Ban, who later as a section manager in the Engineering Bureau of 
the Ministry of Commerce and Industry would be involved in the formulation of 
Automobile Manufacturing Industries Law.


In 1914, Kiichiro entered a high school in Sendai that had a specialty course in 
engineering, which is what Kiichiro studied. Many of the friends Kiichiro made at this 
school would later help him in his automobile business.


After graduating from high school in 1917, Kiichiro entered Tokyo Imperial University 
(current University of Tokyo) along with several of his classmates: Takeo Akahira, 
Shogo Ito, Hideo Kobayashi, Kichizo Tanabe, Shiro Nukiyama, and Daizo Nukiyama. At 
university Kiichiro became acquainted with Kazuo Kumabe and Tokushichi Mishima, 
who would also play a part in Kiichiro's future automobile business. These university 
friends also introduced Kiichiro to a number of their friends, such as Ryonosuke 
Yamada, and Masao Naruse, and it was through this widening circle of friends that 
Kiichiro was able to receive the advice of well-known academics such as Dr. Kotaro 
Honda.




Learning About Spinning Technology on the Shop 
Floor 
Kiichiro graduated from university in July 1920 and returned to Nagoya with the 
intention of helping out Toyoda Boshoku. 
10

Kiichiro wanted to take over the business from his father, Sakichi, but at the time 
Kiichiro's brother-in-law, Risaburo (who had married Kiichiro's younger sister Aiko in 
1915) held a senior position at Toyoda Boshoku. Risaburo had been appointed as a 
managing director and was charged with running the company while Sakichi was 
abroad in Shanghai overseeing the construction of a new plant there. Having just 
finished his studies, the timing wasn't right for Kiichiro to make a play for the 
company's reins.


Instead, Kiichiro decided to return to university to study law and social systems with 
respect to business management, enrolling in the Faculty of Law in September 1920. 
However, Kiichiro's time at the Faculty of Law ended much sooner than he had 
expected, at the end of March 1921. Sakichi and Toyoda Boshoku's chief engineer Akiji 
Nishikawa were tied up with the construction of the spinning mill in Shanghai, which 
meant that there was no one in charge of engineering in Nagoya. Kiichiro's recall to 
Nagoya was in all likelihood due to the fact that Toyoda Boshoku didn't have an 
engineer at the time who was sufficiently versed in spinning technology.

The entry in Kiichiro's diary for Friday, April 8, 1921, reads: "Leave for Kikui at midday. 
Take gear to Nakamura plant; will stay there several days." This entry indicates that 
within a few days of returning from university Kiichiro was already fully engaged in the 
company's plant operations.


The "Kikui" in Kiichiro's diary entry refers to the Kikui Boshoku, where at the time an 
engineer from the U.S. company Whitin Machine Works was installing a number of new 
spinning machines. Kiichiro probably visited the Kikui plant to learn what he could from 
the engineer.


 In his autobiography Toyota: Fifty Years in Motion, p. 40 by Eiji Toyoda mentions discussing initial job 10

prospects with Kiichiro Toyoda as follows: "There was a tacit understanding between us on this. One 
day, when I told him, with a touch of rancor, that I had handed in my job preference form at Todai with 
'Employment' crossed out, he responded: 'I wrote "self-employed" on mine."



Kiichiro referred to the Toyoda Boshoku plant in Nakamura, Aichi-gun, as the 
Nakamura plant. He would stay overnight there, learning how to spin thread and weave 
cloth, as well as studying the workings of automatic looms.


Taking a Study Tour of the United States and Europe 
In 1921, the Toyoda Boshoku plant in Shanghai (Toyoda Boshoku Sho) was completed, 
and a ceremony was held at the beginning of May to mark the occasion. Kiichiro 
Toyoda's mother, Asako, and his sister Aiko and her husband Risaburo had left for 
Shanghai to attend the ceremony, while Kiichiro remained in Japan to continue learning 
the ins and outs of the Nagoya plant.


It was in Shanghai that it was decided that Kiichiro and Risaburo, accompanied by his 
wife, should visit the United States and Europe on a study tour.  Later, Kiichiro would 
say of this trip, "When I went overseas a few years back, I wanted to find a good 
automatic loom, but despite all my searching and investigations, I came back empty 
handed," alluding to the fact that one of the purposes of the trip had been to 
investigate automatic looms in England.


On July 29, 1921, Kiichiro, together with his sister and brother-in-law, set off for the 
United States from Yokohama, after having been sent off the day before by four of his 
close friends from his high school and university days, including Hideo Kobayashi and 
Shiro Nukiyama.


They arrived in San Francisco some two weeks later on August 14. Once in the United 
States, Kiichiro, Aiko and Risaburo spent the rest of August visiting cotton plantations 
and related facilities, as well as textile factories. The group then left for England, 
arriving in London on October 1.


In England, they again devoted their time and energy to visiting cotton production 
facilities and textile factories. Kiichiro organized to receive training at Platt for two 
weeks from January 15, 1922, so he left his sister and brother-in-law to take up his 
training at Oldham, outside Manchester. While at Platt and studying the processes and 
methods for manufacturing spinning machines, Kiichiro also studied cop-changing 
automatic looms.




Item 2. Creating the First Automatic Loom Prototype

Sakichi Toyoda, as previously explained, established Toyoda Boshoku Sho in Shanghai 
and moved to the city in 1921. He directed Kiichiro Toyoda and other personnel to 
continue their research and development of automatic looms and frequently traveled 
between Shanghai and Japan to oversee their work.


After returning back from his tour of the United States and Europe in 1922, Kiichiro 
promptly began research and development of automatic looms together with Rizo 
Suzuki and Risaburo Oshima.


At first, Kiichiro built the same automatic loom that Sakichi had developed and added a 
few modifications. By around the summer of 1923, Kiichiro had approximately 30 
automatic looms up and running.


For its part, Toyoda Boshoku was constructing a new plant in Kariya-cho, not far from 
Nagoya, in order to cope with a future expansion in business. For the time being, the 
premises was designated to be used as an experimental automatic loom plant, and 
was essentially completed by the end of December 1923. Ahead of the 
commencement of trial operations, the company placed an order for 200 looms with 
Toyoda Loom Company, which the latter declined. This situation forced Kiichiro and the 
rest of his team to outsource production of parts to external suppliers. The various 
parts were then assembled into automatic looms at the Toyoda Boshoku workshop.


The new automatic loom was essentially the same as the existing regular loom 
(manufactured by Toyoda Loom Company), but was fitted with an automatic shuttle 
changing mechanism (made by the Toyoda Boshoku workshop). Trial operation was 
carried out at the Kariya plant from March to May 1924, and involved 200 looms. Trial 
operation of 20 looms resulted in two to three breakdowns a month, but with 200 
looms, the number of breakdowns increased more than 10-fold, an unsustainable level 
for actual production. However, this large-scale trial allowed the research and 
development team to gain early insights into the failings of the new looms, which 
ultimately led to a faster development time.


The mechanical faults were quickly rectified, and in mid-May 1924 work began on a 
newly redesigned automatic loom prototype that incorporated an automatic shuttle 
changing mechanism. By the end of June, the wooden molds for the metal cast parts 



had been made, and in July the first prototype of the new automatic loom was 
completed. The prototype was then tested and modifications were made before the 
final machine was completed.


As mentioned previously, Sakichi had sold his original patent to Toyoda Loom 
Company in January 1913 for 80,000 yen. This meant that designs covered by that 
patent could not be used, which in turn meant that the new automatic loom had to 
incorporate new devices and mechanisms. New patents were filed for the shuttle-
change automatic loom, a warp let-off motion device, and a warp tension adjuster, 
under Kiichiro's name, and for a warp halting device under the names of Kiichiro and 
Akiji Nishikawa, in November and December 1924. Through the efforts of Kiichiro and 
those under his supervision who struggled with Sakichi, numerous automatic loom-
related new devices were invented.


Later, in March 1925, in order to prevent human error, Kiichiro made a further 
improvement to the new automatic loom after he invented a Shuttle Magazine for 
Automatic Loom. This meant that when the shuttle needed to be reloaded, it couldn't 
be inserted into the magazine by the operator unless it was in exactly the right position. 
By preventing damage to the loom through human error, this device can be seen as 
one of the first examples of a failsafe mechanism.


In a little over 20 years since Sakichi first began his study into an automatic loom, the 
fruits of Kiichiro's efforts had made Sakichi's dream a reality.


Item 3. Toyoda Boshoku's Manufacture of the Type 
G Automatic Loom

The new automatic loom was named the Type G Automatic Loom. Toyoda Boshoku 
had originally considered asking Toyoda Loom Company to manufacture the new 
machine. However, given that cooperation wasn't forthcoming during the manufacture 
of the prototype, Toyoda Boshoku took it upon itself to manufacture the new loom at its 
workshop.


Because the existing workshop attached to the Toyoda Boshoku plant was quite small, 
the company leased the former Aichi Steel plant premises in Nishihioki-cho, Naka-ku, 
Nagoya from Sakuzo Nozue towards the end of 1924. The plant owner, Nozue, was an 



acquaintance of Sakichi Toyoda and had been contracted to produce steel parts for 
looms ever since 1895 when Sakichi first started working on his automatic loom. The 
Aichi Steel plant had continued to produce parts for Toyoda Loom Company right up 
until it submitted notification of discontinuance of business in July 1924.


After installing new casting equipment at the Hioki-cho workshop, additional imported 
machinery was also installed to make the premises ready for production. Furthermore, 
in order to check the dimensional precision of the machine work, limit gauges were 
also introduced, ensuring interchangeability of replacement parts. After all the 
preparations had been made, the first Type G Automatic Loom came off the production 
line in November 1925.


By the end of March 1926, Toyoda Boshoku's Kariya plant had added 240 Type G 
Automatic Looms, and by the end of September that year a total of 520 new looms 
were up and running.


Toyoda Boshoku's Hioki-cho workshop continued to produce the Type G Automatic 
Loom right up until Toyoda Automatic Loom Works new plant began operations in XX, 

Model G Automatic Loom



manufacturing a total of 1,023 of the new automatic looms. Its operations were later 
taken over by Toyoda Automatic Loom Works, which continued to use the same Hioki-
cho premises.




Section 4. Establishment of 
Toyoda Automatic Loom Works 

Item 1. Toyoda Automatic Loom Works Established


Mass Production of Type G Automatic Loom Begins 
A large number of orders for the high-performance Type G Automatic Looms were 
expected, but the Hioki-cho workshop was small with only about 1,650 square meters 
of area and was not suitable for mass production. Kiichiro Toyoda's father Sakichi had 
given instructions, and in February 1926 Kiichiro proposed the construction of a new 
plant in Kariya.


Sakichi's instructions were to build a plant capable of producing 500 units of the Type 
G Automatic Looms per month, but Kiichiro carefully considered the opinions within 
the company urging caution and prepared two proposals for monthly production of 500 
units and 250 units .  A list of orders for machine tools prepared by Kiichiro in June 11

1926 included special-order machine tools and high-performance imported equipment, 
and the installation of electric furnaces and molding machines suitable for high-quality 
casting was considered for the casting facilities. The first phase of construction began 
in July.


In conjunction with the construction of the new plant, Toyoda Automatic Loom Works, 
Ltd. (TALW) was established as an automatic loom manufacturing company. 
Establishment of the new company was proposed and approved at a general 
shareholders meeting of Toyoda Boshoku Corporation on April 26, 1926, and TALW 
was established in Kariya on November 18. The basic details of the company are as 
follows:


 Kiichiro Toyoda's memoirs entitled "The Early Years of the Automatic Loom" (dated March 11, 1952) 11

state the following:"In contrast to my father's instructions to establish monthly capacity of at least 500 
units, others warned that it would not do to produce more than 300 units per month, but later we would 
not have been able to keep up with orders even if we produced 1,000 units per month." (Toyoda Kiichiro 
Bunsho Shusei, page 48)



The Kariya Plant was under construction at the time of establishment of TALW, and as 
a result, the Type G Automatic Looms continued to be produced at Toyoda Boshoku's 
Hioki-cho Repair Plant. Later, the second phase of construction, primarily an assembly 

Location: 2-1 Aza Yuk, Oaza Kuma, Kariya-cho, Hekikai-gun, 
Aichi Prefecture

Capital: 1 million yen (250,000 yen paid)
Management: President: Risaburo Toyoda; Managing Director: 

Kiichiro Toyoda
Directors: Akiji Nishikawa, Rizo Suzuki, Risaburo Oshima
Corporate auditors: Sasuke Toyoda, Tokiya Murano

Front gate of Toyoda Automatic Loom Works, Ltd.



plant, began in March 1927 and was mostly completed by June.  Full-scale production 
with monthly capacity of 300 units began from this .
12

Looking back on the entry into the automatic loom manufacturing business, prototypes 
were first produced at Toyoda Boshoku's workshop followed by integrated production 
of the Type G Automatic Loom, a completed model, at the small-scale Hioki-cho 
Repair Plant. Later, mass production (300 units per month) was achieved at TALW's 
new loom plant, and production was expanded to 1,000 units per month.


This method of increasing production capacity in stages while acquiring production 
technologies was later adopted at the time of entry into the automotive industry.


Preparations for Entry Into the Automotive Industry 
When Kiichiro Toyoda established TALW, he already anticipated entering the 
automotive industry and had created plans for machine tool and casting facilities.  
According to a prospectus for the establishment of Toyota Motor Co. Ltd. Prepared at 
the time of the company’s foundation, “more advanced machine tools than necessary 
for the production of looms” were installed, and it was explained that the purpose was 
“to cultivate workers skills... in preparation for entry into the automotive industry. 
13

 The third business report of Toyoda Automatic Loom Works (October 1927 to March 1928) indicates 12

that efforts were made to install plant facilities and raise work efficiency, but shortly after the start of 
operations the target levels were not yet achieved, causing much regret. The report indicates that on 
October 21, 1927, "at a general shareholders meeting, approval was obtained to enter into a contract for 
the purchase of patents and utility model rights from Kiichiro Toyoda and four others for one million yen." 
It is believed that the contract was for the Type G Automatic Loom patents and utility model rights, and it 
can be inferred that the five individuals were Kiichiro and Sakichi Toyoda, Rizo Suzuki, Risaburo Oshima, 
and Akiji Nishikawa. The basis of the one million yen purchase price is not clear, but it is believed that 
this became the basis of the price when the patents for automatic looms were transferred to Platt for 
consideration of one million yen (100,000 pounds). The purchase agreement for the industrial property 
rights concerning the Type G Automatic Loom was never concluded because numerous inventions and 
designs for improvements were made. Later, a system to apply for and register inventions and designs in 
the name of TALW was introduced.

 Prospectus for the Establishment of Toyota Motor Co. Ltd. (Toyoda Kiichiro Bunsho Shusei, pp. 13

212-213). The original text is set forth below: "More advanced machine tools than necessary for the 
production of looms are used and precision work is being learned. This will be of the greatest benefit for 
the production of automobiles."Shortly after the establishment of the Company, preparations were made 
to shift to the automobile industry in the future and engage in bloom production to steadily develop the 
plant in accordance with the policies set forth below. For example, molding machines have been 
adopted, something that was considered to be difficult in Japan's casting industry, at a casting plant and 
electric furnaces not needed for the manufacture of looms have been used to conduct research on high-
quality casting."




Specifically, equipment such as high-precision, foreign-manufactured machine tools, 
special-order frame hole three-axis boring machines, planer four-axis drilling machines, 
frame cutting machines, and electric furnaces and foreign-manufactured molding 
machines for casting were installed. The numerous machines that could later be 
adopted for automobile production also included an assembly line using a chain 
conveyor belt for production of automatic looms.


With respect to casting materials, gray iron melted in a cupola is adequate for the 
components that make up a loom, and high precision cast iron made using an electric 
furnace was not needed. Shortly after the start of operations, however, TALW 
purchased a 1.5-ton electric furnace and began research on electric furnace casting. 
As a result, when production of high-draft ring spinning frame (discussed below) 

Frame Hole Boring Machine Planer Four-Axis Drilling Machine

Casting Using a Molding Machine Loom Assembly Line with Conveyor 
System



began, TALW was able to produce strong alloy cast-iron with appropriate distribution of 
the alloy components using electric arc furnaces and to manufacture cast components 
with accurate shapes and smooth surfaces .
14

Item 2. Patent Transfer Agreement with Platt

The First World War caused tremendous changes in the industries of the United 
Kingdom, one of the victor countries. Heavy industries including automobiles, aviation, 
electrical equipment, and chemicals (explosives, dyes, etc.) rapidly advanced, and the 
main industries prior to the war including coal, textiles, and ship building lost their 
prominent positions. In the Chinese and Indian markets, which Britain's cotton 
products had been dominating, cotton industries were developed using domestic 
capital, and cotton products from Japan also entered the markets, and Britain's 
spinning industry urgently needed to recover lost ground.


TALW's Type G Automatic Looms were highly acclaimed even outside Japan, and 205 
units were installed in weaving plants in India. Platt, a British loom manufacturer, 
decided to purchase patents from TALW to protect its key markets and sent [name] 
Chadderton, a corporate officer, to Japan.

Chadderton visited the Mitsui & Co. Ltd. Nagoya Branch with [name] Dorman from the 
Mitsui London office on June 7, 1929 and met with Sakichi and Kiichiro Toyoda.  Later, 
Chadderton negotiated with TALW through Mitsui for transfer of the automatic loom 
patents, and it was decided that Kiichiro would travel overseas to sign the contract in 
September of that year.


Kiichiro also planned to sell the automatic loom patents in the United States during his 
journey to England and headed to the U.K. via the U.S. However, he entrusted the sale 
of the patents in the United States to a staff member accompanying him and instead 
focused on investigating the automotive industry and machine tools used for 

 The user's manual for the high-draft ring spinning frame states, "cast parts are made with specific 14

composition properties using state-of-the-art arc electric furnaces unparalleled on the market, and all 
cast parts are strong and hardened using molding machines with highly compressed air to produce 
accurate shapes and smooth cast surfaces."A record of a visit to TALW by a group of observers from an 
special meeting of the Japan Society of Mechanical Engineers held in Nagoya on October 16, 1930 
states the following concerning cast-iron melting in electric furnaces and casting mold manufacturing 
using molding machines: "Electric furnaces are used for cast iron melting and numerous orderly molding 
machines used in the casting works create an admirable scene." Journal of the Japan Society of 
Mechanical Engineers, p. 100, November 1930 issue.



automobile manufacturing. He arrived at Platt in the United Kingdom on December 21 
and signed the automatic loom patent assignment agreement.


The scope of the patent transfer agreement with Platt included the patents relating to 

the shuttle-change automatic loom invented by Kiichiro. The agreement called for total 
payment of 100,000 pounds to be made in four installments of 25,000 pounds 
(approximately 250,000 yen) each year, but ultimately, the unpaid amount of 61,500 
pounds was reduced to 45,000 pounds (for total payment of 83,500 pounds) in July of 
1934.


Kiichiro, who long dreamed of manufacturing automobiles, observed the changes in 
industrial structures in Europe and the United States during two overseas trips and was 
keenly aware of the need for an automotive industry in Japan. According to Akira 
Haraguchi (TALW managing director) and Tsutomu Furuichi (Mitsui employee), who 

Signing the Patent Transfer with Platt



both accompanied Kiichiro on his trip, Kiichiro was preoccupied with observing Ford's 
automobile manufacturing plants and researching machine tools.


Item 3. Downturn in the Cotton Industry and 
Diversification and Streamlining


The Cotton Industry Turns Downward 
Following the outbreak of the First World War in 1914, the cotton industries of warring 
countries including the United Kingdom lost export capacity. Japan took their place 
and began exporting cotton products to other Asian countries in about 1916, and 
Japan's cotton industry entered an unprecedented boom.


When the war ended in 1918, however, the cotton industry suffered an economic 
backlash and took a turn for the worse. The industry struggled with a long-term slump 
that lasted until 1931 as a result of the Great Kanto Earthquake in 1923, the financial 
panic of 1927, and the global depression that started in 1929.


During this period, the cotton industry in Japan curtailed production by 20 percent to 
30 percent numerous times, cut wages, and reduced workforces. One result was 
frequent labor disputes, and a dispute occurred when 13 workers at Toyoda Oshikiri 
Boshoku were laid off on August 13, 1929.  The dispute was resolved in the late hours 
of the night of the 14th, but five workers were arrested.


The economy slumped even further in 1930. At TALW, labor problems broke out after 
Kiichiro Toyoda completed the contract with Platt and returned to Japan from England 
in April.  TALW's sale of automatic looms fell by more than half from 4,004 units in 1929 
to 1,992 units in 1930. Domestic shipments in particular suffered, plunging to one-third, 
from 2,590 units to 859 units.


Toyoda Boshoku also cut personnel in 1930. According to newspaper articles, the 
procession of events was as follows.


On July 11, 1930 the company announced that all operations would be shut down for 
two weeks prior to Japan's obon summer holiday and that after the holiday, employees 
were to wait until they received notice to return to work.  According to an article on 



August 4, operations resumed as planned, but the work force of more than 1,300 men 
and women was reduced to about 700 employees.


An August 22 article headlined "Strike at Toyota Automatic Loom Works Kariya Plant?" 
reported that workers had rejected the dismissal of 21 employees and requested 
intervention by the Plant Section Manager of the Aichi prefectural government.  On 
August 27, however, an article entitled "Union Approves Company Proposal for 
Peaceful Settlement at Late-Night Meeting" reported that the workers agreed to a 
company proposal to increase severance pay.


Sakichi Toyoda, president of Toyota Boshoku, passed away on October 30, 1930, and 
he had fallen into ill health that summer. For this reason, it is believed that he was not 
directly involved in the labor disputes, and according to a newspaper article on Tojiro 
Okamoto , upon hearing the reports of the personnel reductions, Sakichi said, "if there 
was no other way even after searching for any possible solution, I would share my food 
when the plant could not support its workers".


Kiichiro held the same beliefs as his father, Sakichi. No matter what the circumstances, 
it was difficult for Kiichiro to approve the termination of employees. Kiichiro believed 
that it was necessary to restore the employee confidence lost as a result of the layoffs 
and decided to give a portion of the 25,000 pounds received from Platt for the transfer 
of the patents to Toyoda-related companies. On February 15, 1931, Kiichiro gave 
money and goods worth a total of 250,000 yen to 6,000 employees at nine Toyoda-
related plants to commemorate the 100th-day memorial service for Sakichi.


Diversification and Streamlining 
Even as severe measures to streamline the company including personnel reductions 
were implemented, diversification was also pursued to overcome the downturn.


First, Shonaigawa Dye Works was established in December 1928. The company 
performed bleaching and was able to ship processed cotton with high added value. 
Next, Shonaigawa Rayon was established in December 1932 adjacent to Shonaigawa 
Dye Works and rayon production began.Later, both companies merged with Toyo 
Rayon Co., Ltd. in June 1941 in accordance with national wartime policies, and today 
they are the Toray Industries, Inc. Aichi Plant.




Chuo Spinning & Weaving Company was established in March 1929 in Kariya with 
equal investments from Toyoda Boshoku and Toyo Menka Kaisha, Ltd. The company 
was established to construct a model plant with state-of-the-art spinning machinery. 
Initially, the latest spinning systems manufactured by Platt and imported by Mitsui were 
used, but spinning machinery manufactured by TALW was introduced in 1933 under a 
plan to increase facilities by 42,000 spindles.


When TALW entered the automotive industry, Chuo Spinning & Weaving transferred 
48,358 square meters of its 333,300 square meter plant site to TALW's automobile 
department for an assembly plant. Operations at the assembly plant began in June 
1936.


Shonaigawa Dye Works 



In February 1942, Chuo Spinning & Weaving, according to national policy, merged with 
four spinning companies including Toyoda and Toyo Menka-related companies to form 
Chuo Boseki Co. In conjunction with the merger, the Chuo Spinning & Weaving plant 
was renamed the Chuo Spinning & Weaving Kariya-kita Plant. In November 1943, the 
company merged with Toyota Motor Company, became an aircraft plant, and began 
manufacturing aircraft engines .
15

Toyoda Boshoku posted a loss for the fiscal term ended September 1930 (April to 
September 1930), the first loss in its history, reporting losses of 228,625 yen. Kikui 
Boshoku reported a loss of 280,507 yen during the same fiscal term. In response to 

 Following the war, it was used as a Toyota Motor Company electrical equipment plant, and in 15

December 1949 it was spun off to become Nippondenso Co., Ltd. (now the Denso Corporation head 
office).

Front Gate of Chuo Spinning & Weaving Co. (During Construction)



these poor results, both companies cut operations for five days and nights per month 
starting in June of that year and reduced wages by 10 percent. The two companies 
merged in May 1931 with the aim of drastically streamlining and increasing the 
efficiency of their production systems.


In September 1930, Mitsui proposed a merger of TALW, Toyoda Loom Company, and 
Platt in the United Kingdom, and negotiations took place, but no agreement could be 
reached and the proposal was withdrawn the following year.


Item 4. Ring Spinning Frame Development and 
Automobile Research Starts


High-Draft Ring Spinning Frame(s) Launched 
When Kiichiro returned from the United States in April 1930, TALW was experiencing 
poor financial results. In order to achieve a recovery of business through diversification, 
work on development of the high-draft ring spinning frame, a prototype of which had 
been created in 1929, was continued.


Model RI High-Draft Ring Spinning Frame



At that time, the downturn in the spinning industry was becoming even more serious as 
a result of the global depression, but high-draft ring spinning frames and simplex fly 
frames2 were introduced in response to the prohibition of late-night work under the 
revised Factory Law, which came into effect on July 1, 1929, and cotton thread 
production processes were shortened. Against this backdrop of active streamlining 
investment, it was expected that demand for high-draft ring spinning frames would 
increase.


The eagerly-awaited type RI high-draft ring spinning frames was completed and 
launched around June 1930.3 The machine frame was modeled on a Platt ring spinning 
frame, and the draft part (fiber drawing unit) adopted a Rieter-type4 three-thread high-
draft system.


The use of high-draft ring spinning frames and simplex fly frames shortened and 
streamlined cotton thread production processes and led to increases in cotton thread 
production. Textile departments were asked to increase capacity, and the spread of 
automatic looms accelerated even further. As a result, TALW's financial results 
recovered rapidly.


Small Engine Prototype Created 
In parallel with the development of the high-draft ring spinning frames, Kiichiro also 
began investigating a plan for the manufacture of automobiles, something he had long 
hoped to do, as a part of the diversification measures. Kiichiro believed that caution 
was necessary before entering the automotive industry, which would require massive 
investment as well as extensive and advanced technological skills.


Kiichiro started with research on and prototype development of a compact engine. 
Risaburo Oshima and Jiro Iwaoka divided their time between textile machinery 
manufacturing operations and investigation, research, and design concerning 
automobiles and engine prototypes. Jirokichi Chigusa from the die plant also became 
involved in the production of prototypes. To learn about automobiles, they learned how 
to ride motorcycles and drive a Hanomag, an ultra-compact passenger car made in 
Germany.


In early 1933, a three-ton arc electric furnace (800 kVA) manufactured by Daido Electric 
Works was installed, and research on advanced casting of automobile components 
began. Also that year, compact engines were purchased, and by sketching them, 10 



small engines were produced. At that time, single-bore cast cylinders for a compact 
engine were made using cast iron produced in the electric furnace. The completed 
engines were installed on automobiles and test runs were conducted. These research 
and prototype activities were conducted under the direction of Kiichiro during breaks 
from textile machinery manufacturing.


The Hanomag Ultra-Compact Passenger Car



Chapter 2. Establishment of the Automotive Business 

Section 1. The Japanese 
Automotive Market 

Item 1. The Great Kanto Earthquake and Rapid 
Increase in U.S. Vehicle Imports

Kiichiro was caught in Tokyo during the Great Kanto Earthquake of September 1, 1923. 
At the time the earthquake struck, he was visiting a high school and university friend, 
Hideo Kobayashi, who worked at the Ministry of Railways, to discuss automobiles. 
Risaburo Oshima recalls traveling to Tokyo to search for Kiichiro, to no avail. While he 
was waiting and worrying, Kiichiro came home, covered in dirt.


For Kiichiro, September 1 would always be a day he associated with automobiles. Ten 
years later, on September 1, 1933, the Automotive Production Division-which would 
eventually become the Automotive Department-was established within Toyoda 
Automatic Loom Works, Ltd.


The railway system was devastated by the Great Kanto Earthquake, and automobiles 
played a key role in transportation. Many of the lives saved from the fires that struck 
following the earthquakes were due to automobiles, and trucks were also widely used, 
from the post earthquake clean-up through to reconstruction. This event made many 
people realize the practical public role and convenience that automobiles, previously 
regarded as a luxury item, could offer.


As significant time was required to mend the railway system, the Tokyo Municipal 
Electric Bureau ordered 800 truck chassis from U.S. manufacturer Ford Motor 
Company. The completed chassis reached Yokohama Port in January 1924 and were 
immediately fitted with rough canvas top bodies for operation as municipal buses. 
These buses came to be known by the nickname "entaro bus".


The surge in demand for automobiles following the earthquake was met by U.S. 
automakers, whose mass production systems gave them an advantage in both supply 
capability and cost. American vehicles were 20-30 percent cheaper than European 



cars, and orders arrived in three months. Due to these factors, automobile orders were 
dominated by U.S. automakers, while European cars, which took six months to deliver, 
faded from the market.


Item 2. Assembly Production by Ford and General 
Motors


In response to the Japanese demand for automobiles, Ford established Ford-Japan 
(Yokohama, capital: 4 million yen) in December 1924. Assembly production 
commenced the following year in March 1925. General Motors also established a 
subsidiary, GM-Japan (Osaka, capital: 8 million yen), which began assembly production 
in April 1927.


Entaro Bus



Kiichiro Toyoda's friend Hideo Kobayashi relates the situation in the book "The 
Automotive Industry and Transportation" as follows. It can be assumed that Kiichiro 
held a similar view.


The U.S. car companies Ford and General Motors have established Ford-Japan and 
GM-Japan with large assembly plants in Yokohama and Osaka respectively. These two 
major players have an almost complete monopoly on automobile sales in Japan.


NUMBER OF IMPORTED VEHICLES ASSEMBLED FROM 1929 

The massive investment in Japan by the two big U.S. automakers is placing 
tremendous pressure on the future of the domestic automotive manufacturing industry.


1929 1930 1931 1932 1933 1934
28,087 units 18,663 18,908 13,327 14,084 30,884

Assembly Line Ford Japan



Item 3. Domestic Automotive Production-the 
Demise of Kwaishinsha and Hakuyosha


In 1886, Daimler created the world's first four-wheeled vehicle powered by a gasoline 
engine, while Benz created a three-wheel version.


The France-produced Panhard et Levassor, a gasoline-powered vehicle, is first 
imported in Japan in 1898. In 1907, Komanosuke Uchiyama, an engineer from Tokyo 
Motor Vehicle Works, completed the first Japanese-made gasoline engine automobile, 
the "Takuri".


Several efforts were made to produce vehicles in Japan over the next twenty years. 
However, as the overall level of Japan's industrial technology at the time was immature, 
conditions were not suitable for establishing an all-round automotive industry, and 
ventures to produce vehicles domestically were unsuccessful. Among the efforts 
undertaken, two ventures that had a considerable influence on the eventual 
establishment of the domestic automotive industry were Kwaishinsha Motor Car Co., 
Ltd. and Hakuyosha Company.


Kwaishinsha Motor Car Works was founded in the Azabu Hiroo district of Tokyo in July 
1911 by Masujiro Hashimoto, who was originally from Nukata-gun (now Okazaki City) 
in Aichi Prefecture. While assembling, selling and repairing foreign cars, he studied 
automobiles, and in 1914 completed his first passenger car, the DAT.


In 1918, Kwaishinsha Motor Car Works became a joint-stock company, Kwaishinsha 
Motor Car Co., Ltd., and in 1922 the DAT 41 model passenger car won a gold award at 
the Peace Commemoration Tokyo Exposition. However, business was constantly slow, 
and Kwaishinsha was forced to close its operations in 1925 after suffering a fatal blow 
from the rapid increase in U.S. vehicles following the Great Kanto Earthquake.


In September 1926 Jitsuyo Jidosha Seizo Co., Ltd. bought the rights to manufacture 
DAT vehicles, and established DAT Jidosha Seizo Co., Ltd. Although Masujiro 
Hashimoto joined the company as senior managing officeer, he left the automotive 
industry when it was absorbed by Tobata Casting Co., Ltd. in June 1931. The compact 
passenger car developed by DAT Jidosha Seizo, named the Datsun, was continued by 
Nissan Motor Co., Ltd.




Meanwhile, in June 1912 Junya Toyokawa established the Hakuyosha Company and 
operated a manufacturing business producing machine tools and other items at the 
company's plant in Sugamo-machi, Tokyo. In 1921 Toyokawa built two domestic 
vehicles, a model named the Ales, and exhibited this car at the 1922 Peace 
Commemoration Tokyo Exposition the following year, winning a silver award.


Toyokawa also successfully created a prototype for the 'Otomo' model in 1924. 
Approximately 230 Japan-made Otomo vehicles (equipped with an air-cooled 980 cc 
OHV engine) were produced before production ended in the spring of 1928. The 
Hakuyosha Company ultimately closed as assembly production of U.S. vehicles gained 
speed.


Hakuyosha Company employed several people who would go on to play key roles in 
the automotive industry, including Higuma Ikenaga, Shuji Ono, and Shisaburo Kurata, 
who joined the Automotive Department of Toyoda Automatic Loom Works.


Oromo Vehicle (a Reproduction Created by the Toyota Automobile Museum, at the National 
Museum of Nature and Science)



Item 4. Building a Chukyo Detroit-Development of 
the Atsuta Passenger Car


In May 1930 the Domestic Production Promotion Committee, an advisory body to the 
Ministry of Commerce and Industry, presented a plan for establishing a domestic 
automotive industry. It was precisely this time that Kiichiro Toyoda was thinking of 
diversifying the Toyoda business and considering entering the spinning machine and 
automobile manufacturing businesses.


With the move towards domestic automotive production gathering momentum, Nagoya 
City Mayor Isao Oiwa advocated building an automotive industry in the Chukyo region 
of central Japan. This plan, which was also known as the Chukyo Detroit Project, 
aimed to utilize the machine industry in the Chukyo region to develop an automotive 
industry (thereby turning Chukyo into "another Detroit"). The region was looking to 
develop an industry to replace the textile and ceramics industries prevalent in the area, 
a view that was also shared by Kiichiro Toyoda, who, considering the future of the 
textile industry, was thinking of a foray into the automotive industry.


Several machine companies based in Nagoya City participated in the Chuyko Detroit 
Project following introduction from Mayor Oiwa, and the project was led by Kamataro 
Aoki, the president of Aichi Tokei Denki Co., Ltd. Development of a prototype 
passenger car modeled on the U.S. Nash vehicle commenced in the summer of 1930, 
with participant companies taking responsibility for different areas of development. 
Okuma Iron Works Co., Ltd. developed the engine and transmission devices, Nippon 
Sharyo, Ltd. created the frame and body, Okamoto Bicycle Works provided the wheels 
and braking system, while Toyoda Loom Company was responsible for the cast parts. 
Two prototype vehicles were completed in March 1932.


Named the Atsuta, the vehicle was fitted with a large water-cooled eight-cylinder, 3.94 
liter 85 hp engine. The reason a large passenger car was produced was "to build a 
quality luxury car to distance domestic vehicles from the threat of mass-produced U.S. 
models".




Atsuta Passenger Car (from Kogyo Hyoron Magazine, May 1.



Section 2. Automobile 
Prototypes 

Item 1. Establishment of an Automotive Production 
Division

The addition of a spinning machine business to Toyoda Automatic Loom Works' 
existing automatic loom business led to a rise in the company's performance, and the 
future was looking bright. Kiichiro Toyoda seized this opportunity to establish the 
Automotive Production Division on September 1, 1933, and began preparing to build 
prototype vehicles. While the division was not officially a part of the company 
organization, its members were a team that had been studying and researching 
vehicles under Kiichiro, and the unit began developing vehicle prototypes in earnest.


In preparation for the establishment of the Automotive Production Division, Kiichiro 
sent director Risaburo Oshima to the U.S. and Europe in June 1933 to purchase 
machine tools for automotive production that had been studied beforehand. Oshima 
traveled from Yokohama to the United States with director Rizo Suzuki on what was 
officially an "overseas inspection", returning to Japan in March 1934 having purchased 
the desired machine tools 
16

Meanwhile, Kiichiro studied the basic design of the prototype vehicle, and decided on 
a design that used common parts, so that customers could use service parts for the 
Ford and Chevrolet vehicles that were prevalent in Japan at the time. In essence, he 
incorporated concepts from the basic engine design of the Chevrolet and the sturdy 

 Regarding Oshima and Suzuki's trip to the U.S., Shusaku Suzuki (a Toyoda Automatic Loom Works 16

employee who saw them off from Yokohama) submitted an article to the company magazine Jido-no-
Tomo. The article reads "I can only express how grateful I am for the efforts and hardships that our two 
companions are enduring in order to learn new cultures, gather new knowledge, and collect new 
materials for research - for the future of our company, and for the prosperity of all of us" (Toyoda 
Automatic Loom Works' Jido-no-Tomo, No. 59, July 8, 1933, pp. 1-6). From this it can be inferred that 
Shusaku Suzuki knew that the purpose of Oshima's visit to the U.S. was to study automobile 
manufacturing (gathering new knowledge) and to purchase manufacturing equipment (collecting new 
materials for research). It is therefore believed that around June 1933, before the company officially 
commenced automotive production, the Automotive Production Division already existed in practice.



truck chassis of Ford vehicles. For passenger cars, he referenced the cutting-edge 
streamlined body and chassis of the Chrysler DeSoto.


In October 1933 Kiichiro took apart a 1933 model Chevrolet passenger car and 
sketched the parts (measurements, drawings). While studying the components that 
comprised a vehicle, he created a blueprint for a prototype engine. Furthermore, the 
following year Kiichiro purchased 1934 model DeSoto and Chevrolet passenger 
vehicles and used them as a reference for his design. Disassembled parts were tested 
to identify materials, strength and rigidity. In addition, Japanese manufacturers of 
imitation parts for foreign vehicles and material suppliers were investigated.


As the company had absolutely no experience in the automotive industry, people with 
relevant experience were recruited. Takatoshi Kan, who had worked on the Atsuta 

Director Oshima (Second from Right) and others examine an automobile part production 
machine tool while at Kearney & Trecker Mawer LTD. in the United States.



vehicle during the Chukyo Detroit Project, joined Toyoda Automatic Loom Works in 
November 1933, and Higuma Ikenaga, who had been involved in development and 
manufacture of the Otomo vehicle at Hakuyosha Company, was hired in March 1934. 
Recruitment of people with automotive industry experience continued in following 
years with the hiring of former GM-Japan employees Shotaro Kamiya, Shikanosuke 
Hanasaki and Seishi Kato in 1935, and Tomotsune Jiromaru and Kiemon Sawa in 1936, 
as well as former Hakuyosha Company employees Shisaburo Kurata in 1936 and Shuji 
Ono in 1937. Shogo Ito, a high school and university friend of Kiichiro who had worked 
on development of three-wheeled vehicles at Nippon Air Brake Co., Ltd., also joined 
the company in May 1937.


1934 DeSoto Passenger Car



Item 2. Construction of Prototype Plant and 
Steelworks

Having established the Automotive Production Division, Kiichiro Toyoda set about 
building a prototype plant and a steelworks. At the time, acquiring parts and materials 
suited for automotive manufacturing was difficult, and there was particular difficulty 
finding a steelmaker who would develop steel for automotive use, as the demand 
volume was small. The company was forced to manufacture the required parts by 
itself. Looking to construct a steelworks, Kiichiro sought the advice of Dr. Kotaro 
Honda, and enlisted Benzo Fukuda, plant manager of the Tsukiji plant of Daido Electric 
Works (now Daido Steel Co., Ltd.) as an advisor.


Toyoda Automatic Loom Works held an extraordinary general shareholders meeting on 
January 29, 1934, and passed a resolution to increase the company's capital from one 
million yen to three million yen in order to fund expansion in to the automotive 
business. At the same time, Article 2 of the company's articles of incorporation was 
revised, adding "manufacture and sale of motors and powered transportation 
machinery" and "manufacture and refining of steel" to the stated business purposes. 
The Automotive Department and the Steelmaking Department were thus approved as 
official organizations within the company, and future production of aircraft was also 
planned.


The Automotive Department's prototype plant was completed in March 1934, 
comprising of a sheet metal and assembly plant, a machining and finishing plant, a 
warehouse, and a materials testing and research office. The sheet metal and assembly 
plant and the machining and finishing plant had a floor area of 3,600 square meters  
each, the warehouse was 1,700 square meters in size, while the materials testing and 
research office covered 700 square meters. The German and American machinery 
purchased the previous year by director Risaburo Oshima began arriving and was 
installed, and the prototype plant commenced operation from June to July that year.


Following this, the Steelmaking Department's steelworks building was completed in 
July 1934, and operation commenced in November after installation of electric melting 
furnaces and mills. The Steelmaking Department, which also operated the forging 
division, increased its forging facilities by using the steam hammer forges from Toyoda 
Automatic Loom Works, and created prototype forged parts for automotive use.




During this time, Takatoshi Kan visited the United States from January to July 1934 to 
plan the mass production processes used to build automobiles. Kan visited 130 plants, 
seven research facilities and five universities to study the automotive and machine tool 
industries.


Item 3. Prototypes of the A Engine and Model A1 
Passenger Car


In May 1934, the company began creating prototypes of the cast parts used in cylinder 
blocks and pistons for the Model A engine, which was based on sketches of the 1933 
model Chevrolet sedan engine. Creating the core of the water jacket, through which 
cylinder block cooling water flowed, proved difficult. By referencing an oil core that 
Risaburo Oshima had brought back from the United States, a cast cylinder block was 
finally completed in August 1934 after repeated trial and error.

The first prototype engine was completed on September 25, 1934. The parts 
manufactured in-house were limited to cast parts including a cylinder head, cylinder 
block, and pistons, while imported Chevrolet parts were used for crankshafts, 
camshafts, valves, plugs and electrical components.


However, when fitted in a Chevrolet truck, the prototype engine was only able to 
produce 48-49 hp during a driving test compared to an output of 60 hp for the 
Chevrolet engine. After referencing overseas documents and redesigning the cylinder 
head to fit the swirl combustion chamber, the engine reached an output of 65 hp, 
exceeding that of the Chevrolet.


Table 1-1 shows the specifications of the A engine. Units in the catalog are expressed 
in yards and pounds using the imperial measurement system, in line with the engine on 
which it was modeled.




TABLE 1-1. SPECIFICATIONS OF THE A ENGINE (1934) 

The 1936 Toyoda Box-Type Passenger Car Specifications attached as reference to the 
Automobile Manufacturing Industry Law License Application prepared on July 23, 1934 
states that the A engine has "torque of 19.4 kg-m (140 ft-lbs) (at 1,300 rpm - 2,000 
rpm)".


Item Description
Model 4-cycle, water-cooled, inline 6-cylinder, overhead valves

Bore 35/16 in (84.1mm)

Stroke 4 in (101.6 mm)

Cylinder capacity 206.8 in3 (3,389 cc)

Actual hp 65 hp (3,000 rpm)

Torque* 150 ft-lbs (at 1,300 rpm - 2,000 rpm)

Model A Engine



Initial production targets for passenger cars were set at 200 units per month, and 
prototyping was commenced. The company purchased a 1934 model DeSoto sedan in 
April 1934, and a 1934 Chevrolet sedan in May, as design models. These were 
disassembled and sketched to design the chassis and the body, and in July that year a 
lofted drawing of the body was completed.


Kiichiro Toyoda gave roughly the following explanation regarding his decision to model 
the passenger car body on the Chrysler 1934 model DeSoto sedan. It would take at 
least three years to build a mold for body stamping parts, and if styling trends changed 
during this time all the company's efforts would be wasted. As a result of investigations 
into U.S. automobile styling trends, it was found that the styling of the 1934 model 
DeSoto was one or two years ahead of other vehicles, featuring a streamlined design 
that was completely different to conventional models. Kiichiro predicted that this 
design was ahead of its time, and hence used it to model his prototype on.


The rear panel design of the passenger car body was completed in November 1934, 
and manufacture of stamping molds began, with guidance provided by external 
contractors. However, it became apparent that the molds would take one and a half 
years to complete. The company decided to instead manufacture vehicle bodies by 
hand-forged sheet metal work under the guidance of the same contractors.


Completion Ceremony for the A1 Prototype Passenger Car



Through these efforts, the Model A1 passenger car prototype was completed in May 
1935, in less than two years (from September 1933). However, in addition to the cast 
parts and forged parts manufactured in-house, the vehicle also incorporated many 
genuine Chevrolet parts.


Item 4. Model G1 Truck


Prototyping and launch of the Model G1 Truck 
Lofted drawings of the passenger car body were completed in July 1934, and while 
stamping die design and manufacture based on the drawings were being conducted, a 
request was received around December from the Ministry of Commerce and Industry 
and the Ministry of War to manufacture trucks and buses for reasons of national policy. 
In accordance with that request, Toyoda Automatic Loom Works, Ltd. began designing 
a truck in March 1935. Developments leading up to that time are described below.


Toyoda Automatic Loom Works held an extraordinary general shareholders meeting in 
January 29, 1934 and decided to enter the automobile business and the steel making 
business. The details of the decision were reported in the Nagoya Shimbun on January 
23, prior to the meeting, and the reports continued into February. As a result, Toyoda 
Automatic Loom Works' entry into the automotive business was known within the 
automotive industry and by government personnel involved with automobiles. A total of 
seven automakers including Toyoda Automatic Loom Works and Automobile 
Manufacturing Co., Ltd. (renamed Nissan Motor Co., Ltd. in June of that year) were 
asked in April by the Ministry of Commerce and Industry and the Ministry of War to 
submit their opinions concerning the development of a national automotive industry.


On September 4, 1934, the Engineering Bureau of the Ministry of Commerce and 
Industry held the seventh meeting of the Ministerial Conference on Establishing an 
Automobile Industry. Kiichiro Toyoda, Yoshisuke Ayukawa (president of Nissan Motor), 
and Tomonosuke Kano (chairman of Automobile Industries) expressed their opinions. 
Also attending the conference were Kakichi Takeuchi and seven other members of the 
Ministry including Kaoru Ban, a middle school classmate of Kiichiro and a section 
manager in the Engineering Bureau.




A summary of Kiichiro's explanations and opinions is as set forth below:

1. Toyoda Automatic Loom Works began researching automotive mechanics in about 

September 1933 and was currently producing passenger car prototypes, but had 
not yet begun truck manufacturing.


2. An engine had been completed, but it was necessary to supply a large number of 
spare parts, so for the design, a Chevrolet engine was sketched.


3. Body stamping die manufacturing would take about six months.

4. With minimum monthly production of 700 to 800 units, price competition with 

American cars would be possible.

5. The company was not considering support from the government, but if offered it 

would be accepted. However, subsidies would interfere with cost cutting efforts 
and were not needed.


6. It was not known which companies would succeed in the automotive industry, so it 
would be desirable that all of the companies be granted manufacturing licenses.


Kiichiro was opposed to subsidies and barriers to market entry, which could impede 
self-help efforts. He expressed his opinion in favor of free trade so strongly that 
Manager Ban asked, "Do you think anything the government does is a hindrance?"

The Ministerial Conference on Establishing an Automobile Industry met for the 13th 
time on October 9, 1934 and held a general conference to discuss its conclusions on 
the 19th of that month. It is believed that the request to Toyoda Automatic Loom Works 
to manufacture trucks was made in or after November of that year based on the 
results.


As a result of these developments, Toyoda Automatic Loom Works began to produce a 
truck prototype. In March 1935, the company purchased a 1934 Ford truck, and based 
on that, began designing the chassis. Toyoda Automatic Loom Works had already 
completed a prototype A engine for passenger cars based on a 1933 Chevrolet engine, 
and a decision was made to use the same engine in the truck. The durable Ford style 
was adopted for the frame, a Chevrolet type front axle was selected because of the 
relationship with the engine mounting, while the full floating Ford-type rear axle was 
chosen, taking advantage of the strengths of each style. The plans called for rapid 
completion of a prototype in six months, and production proceeded by making use of 
spare parts available on the market from Chevrolet, Ford, and other companies for 
those parts that could not be manufactured in time.




The truck design was created by the Design Department, a part of the Loom Division's 
Plant Administration Department, and a prototype plant was constructed nearby. The 
truck prototype was hastily built in parallel with the passenger car prototype, and as a 
result the prototype plant was an extremely simple structure with pillars sunk directly 
into the ground under a roof. The No. 3 Ironworks was constructed to manufacture the 
truck suspension parts, and this was a full-fledged iron-frame building.


The first Model G1 truck prototype was completed on August 25, 1935 (Table 1-2). 
From September 13 to 18, the truck underwent a 1,260 kilometer test drive through 
Tokyo, Gunma, Nagano, Yamanashi, and Hakone, and the flange attachment weld of 
the rear axle housing broke, giving rise to concerns for the future.


TABLE 1-2. SPECIFICATIONS OF THE MODEL G1 TRUCK CHASSIS (1936) 

Despite these developments, a presentation for the Model G1 truck was held at the 
Tokyo Jidosha Hotel Shibaura Garage4 on November 21 and 22, 1935. The vehicle 
used for the presentation departed from Kariya at 5 a.m. on November 20, but the 
steering third arm broke while en route, and the truck did not arrive at the Shibaura site 
until 4:00 a.m. on November 21 because of the time needed for repairs.


The Model G1 truck went on sale for 3,200 yen for a complete vehicle and 2,900 yen 
for the chassis (ex-factory delivery price), but no systems had been developed to 
handle sales.


Item Description
Wheelbase 1411/2 in (3.594m)
Distance from the back of the cab to 
the center of the rear axle

757/8 in (1.927 m)

Track Front and rear 561/2 in (1.435 m)
With dual rear wheels 711/2 in (1.817 m)

Length 217 in (5.51m)

Width 611/2 in (1.562m)

Empty weight 2,936 lbs (1,332 kg)

Load capacity 1,500 kg



Adoption of the Toyoda Precepts 
A number of events commemorating Sakichi Toyoda took place in 1935. First, a bust of 
Sakichi was installed and an unveiling ceremony held in the Nagoya headquarters of 
Toyoda Boshoku Corporation in April, and that May, the completion of the Model A1 
passenger car prototype was announced in front of Sakichi's tomb and a pledge was 
made to achieve success in the automotive industry. In addition, the Toyoda Precepts 
were adopted on October 30, the fifth anniversary of Sakichi's death.


In conjunction with the development of the automotive business, many new employees 
were joining the company and it became necessary to confirm at all possible 
opportunities Sakichi's ideas that had been handed down to Toyota-related 
companies. For example, President Risaburo Toyoda (Toyoda Boshoku's managing 
director) said at the unveiling of the bust of Sakichi, "We are unified in our purpose to 
never forget your spirit of contributing to the company and to the overall good, and we 
strive to never eschew these responsibilities."


Toyoda Model G1 Truck at the Announcement Site



These principles of Sakichi's were organized into concepts for research and discovery 
as well as business management and standards of conduct for individuals and were 
adopted as the Toyoda Precepts, guidelines for all employees of Toyota companies. 
The Toyoda Precepts were announced in front of the bust of Sakichi in the Toyoda 
Boshoku head office.


Toyoda Precepts

- Always be faithful to your duties, thereby contributing to the Company and to the 

overall good.

- Always be studious and creative, striving to stay ahead of the times.

- Always be practical and avoid frivolousness.

- Always strive to build a homelike atmosphere at work that is warm and friendly.

- Always have respect for God, and remember to be grateful at all times.


The announcement of the Toyoda Precepts at the end of October 1935 came just a 
month before the announcement of the Model G1 truck and can be seen as an 
indicator of readiness to enter the automotive business. It indicates the "contributing to 
the company and to the overall good" objectives of contributing to the development of 
society and the economy through the establishment of an automotive industry and 
expresses the commitment to technological development as well as research and 
creativity for the further advancement of automobiles.


Item 5. Sales Systems Established

Toyota Dealers Launched 
On August 9, 1935, the Cabinet adopted an order on the Establishment of the 
Automobile Industry. The order established a licensing system for the automotive 
industry and limited eligible licensees to corporations of which a majority of the shares 
were owned by Japanese citizens. As a result, Ford-Japan and GM-Japan found it 
difficult to continue business. The preamble of the order stated, "Nissan Motor Co., 
Ltd. and Toyoda Automatic Loom Works, Ltd. have large-scale plans to manufacture 
economy cars and are proceeding with those plans," making it highly likely that Nissan 
Motor and Toyoda Automatic Loom Works would be licensed.


It was under these circumstances that Shotaro Kamiya of GM-Japan wished to work 
for a domestic manufacturer and made a request to Director Tojiro Okamoto of Toyoda 



Boshoku-an acquaintance from his time at Mitsui & Co.'s Seattle Office and a fellow 
graduate from Nagoya Commercial High School-to approach Toyoda Automatic Loom 
Works on his behalf. Kamiya met with Managing Director Kiichiro, and a decision was 
made for him to join the company.


Kamiya began working for Toyoda Automatic Loom Works in October 1935 along with 
Shikanosuke Hanasaki and Seishi Kato, also former GM-Japan employees. The Sales 
Division was immediately set up and they began working on developing a sales 
organization for Toyota vehicles.


Kamiya was entrusted with the entire task of establishing automobile sales systems by 
Kiichiro and adopted a system based on GM-Japan's sales organization that set each 
prefecture as a unit and established dealers without any capital participation from the 
automaker. GM-Japan gave its tacit approval for Chevrolet dealers to switch their 
affiliation to domestic automakers, and as a result, Toyota's sales organization was 
made up largely of GM dealers and in particular Chevrolet dealers.


On December 8, 1935, Hinode Motors held an event announcing the Model G1 truck 
as a "domestically-produced Toyoda vehicle" and began selling the truck with the body 
at a price of 3,200 yen for Nagoya delivery. Hinode Motors relinquished its sales rights 
concerning GM vehicles in November of that year and switched to selling Toyoda 
Automatic Loom Works vehicles, becoming the first Toyota dealer.


Tokyo Toyoda Motor Sales Co., Ltd. was established in December 1935 as the second 
Toyota dealer. The company opened its dealership and unveiled the DA bus chassis at 
the Mitsugashiwa Building in Yurakucho, the site at its headquarters, on January 19, 
1936.


Later, a number of dealers were established including Kokusan Motors Co., Ltd. in 
Matsusaka City, Mie Prefecture in January 1936, Osaka Toyoda Motor Sales Co., Ltd. 
in March, Hiroshima Toyoda Sales Co., Ltd. in August, and Gifu Toyoda Motor Sales 
Co., Ltd. and Shizuoka Toyoda Sales Co., Ltd. in September. Over the course of about 
one year, seven Toyota dealers were launched.


In October 1936, the company name was changed from "Toyoda" to "Toyota" in 
conjunction with the adoption of the Toyota logo.




Adoption of the Toyota Logo and Development of the 
Sales Network 
Proposals for a logo to be used on Toyoda Automatic Loom Works Automotive 
Department-developed vehicles were solicited from employees of Toyoda companies 
in February 1934, prior to the start of prototype vehicle production. In April, 21 
proposals from the more than 800 submitted were selected, but a final decision was 
not made.


The third issue of the Toyoda News, the newsletter of the Automotive Department, 
dated July 5, 1936, included a notice of the rules for submissions to the Toyoda logo 
contest. The first prize was 100 yen, the deadline for submissions was August 15, and 

Tokyo Toyoda Motor Sales Co., Ltd. announces the Model DA bus chassis



notice of the contest was placed in leading newspapers. The October 10 eighth issue 
of the Toyota News announced the winning Toyota logo, selected from more than 
27,000 submissions and announced that the product name would be changed from 
Toyoda to Toyota on the advice of industry leaders. The article used the new "Toyota" 
name exclusively, referring to a Toyota Gifu announcement, the Second Toyota Dealer 
Conference, and the Toyota nighttime patrol service.


During this period, the Toyota sales network was steadily expanding including the 
relinquishment of Ford sales rights by the automobile division of Gobankan (a dealer 
that was the predecessor to Sapporo Toyota Co., Ltd.) in the autumn of 1936 and its 
transformation to a Toyota dealer in June 1937. When Toyota Motor Co., Ltd. was 
established in August of that year, the sales network comprised 20 dealers: 18 
domestic dealers and one dealer each in Korea and Taiwan. In Japan, Kochi 
Prefecture-based Shikoku Toyota Sales established a Tokushima branch and a 
Matsuyama branch, and Kanto Toyota Sales in Tochigi Prefecture established an 

Locations of Toyota Motor Co., Ltd. Plants and Dealers in July 1938



Ibaraki branch and a Saitama branch, and as a result, Toyota had sales bases in 22 
prefectures, covering nearly half the country.


Many of the dealers sold both American cars and Toyota vehicles. GM dealers such as 
Shikoku Motors in Kochi Prefecture established Shikoku Toyota Sales, Nangoku 
Motors in Kagoshima Prefecture established Nanho Motors, Niigata Shokai in Niigata 
Prefecture established Niigata Toyota Motor Shokai, Kanto Motors in Tochigi Prefecture 
established Kanto Toyota Sales, and Kaneki Shoten in Hyogo Prefecture established 
Kobe Toyota Sales. Similarly, Yonawa Shokai, a Ford dealer in Kumamoto Prefecture, 
established Kumamoto Toyota Motor Sales.


In this way, the number of Toyota dealers in Japan increased from seven at the end of 
1936 to 19 at the end of 1937, and 22 (in 26 prefectures) in July 1938, just one year 
after the establishment of Toyota Motor Co., Ltd., bringing the total to 24 including the 
dealers in Korea and Taiwan. The number of dealers continued to increase, reaching 30 

Nighttime Scene of the Tokyo Toyota Motor Co., Ltd. Head Office after Relocation to 
Tamuracho, Skiba-ku (with an Illuminated Toyota Logo



at the end of 1938 and 37 at the end of 1939 with sales outlets located in 44 
prefectures (including seven sales branches; there were no sales outlets in Oita, 
Miyazaki, or Okinawa), covering nearly the entire country. Overseas, five companies 
were established by 1941: Sakhalin Toyota Motor Sales Co., Ltd., Korea Motor Sales 
Co., Ltd., Seoul Toyota Motor Sales Co., Ltd., West Korea Toyota Motor Sales Co., 
Ltd., and Taiwan Kokusan Motor Co., Ltd.


In April 1939, Toyota Motor Co., Ltd. implemented its first capital increase, raising 
capital from 12 million yen to 30 million yen, and allocated 5,000 shares to 25 dealers. 
This dominant stance of dealers holding shares of the manufacturer was maintained 
until the reorganization of automobile sales structures in 1942.


When the Second World War spread to the Pacific in December 1941, the automobile 
sales industry was incorporated into the wartime controlled economy. Restrictions on 
the supply of motor vehicles and parts had been imposed in August 1940, but the 
Automobile Control Association was established on December 24, 1941 and a 
reorganization of automobile sales organizations was implemented. The Japan 
Automobile Distribution Company was established in July 1942, and prefectural 
automobile distribution companies were established as subsidiary organizations in 
November. The dealers that made up the Toyota sales network were incorporated into 
the local distribution companies and were successively dissolved.


Toyoda Kinyu Kaisha Established 
Toyoda Automatic Loom Works established Toyoda Kinyu Kaisha on October 31, 1936. 
The company, established following a proposal by Sales Manager Shotaro Kamiya, 
provided financing to persons who purchased vehicles on an installment plan. Initially, 
the company's financing was commonly used when horse-drawn cart companies with 
little capital made the transition to truck transport. In August 1940, however, when 
truck and bus production and sales were regulated and a distribution system was 
instituted, priority in motor vehicle supply was placed on military demand and private 
demand eligible for financing rapidly declined, and as a result, Toyoda Kinyu's business 
also tapered off.


Toyoda Kinyu acquired shares of Toyoda Steel Works, Ltd., which was established in 
March 1940, and of Toyoda Machine Works, Ltd., which was established in May 1941, 
and began to play the role of a holding company. In addition, Toyoda Boshoku merged 
with four other companies including Chuo Spinning & Weaving Company under a 



national policy in February 1942 to form Chuo Spinning Company, and in conjunction 
with this, Toyoda Kinyu purchased shares of Toyoda Boshoku Sho and Toyoda 
Automatic Loom Works owned by Toyoda Boshoku in order to maintain management 
of their shares.


Toyoda Kinyu's business as a holding company expanded, and in April 1942, the 
company was renamed Toyoda Sangyo Kaisha, Ltd. At that time, it owned shares of 
Toyoda Boshoku Sho, Toyoda Automatic Loom Works, Toyota Motor Co., Ltd., Toyoda 
Steel Works, Toyoda Machine Works, and other companies with a total value of 13 
million yen.


In 1944, Toyoda Sangyo Kaisha acquired shares of Toyota Motor Co., Ltd. owned by 
Toyo Spinning. Toyo Spinning acquired a large number of Toyota Motor Co., Ltd. 
shares at the time of Toyota Motor Co., Ltd.'s first capital increase in April 1939 and its 
second capital increase in January 1943. Toyoda Sangyo Kaisha increased its capital 
from one million yen to 10 million yen in order to acquire 279,000 shares of Toyota 
Motor Co., Ltd. (23.25 percent of all issued shares) from Toyo Spinning and applied the 
proceeds to the share purchase.


In the post-war period, Toyoda Sangyo Kaisha established a trading division to handle 
various products manufactured by Toyota group companies in response to the shift to 
civilian demand. Among the products were bicycle air pumps, electric ranges, and 
electric heaters manufactured by Toyota Motor Co., Ltd., wood products (toolboxes, 
wooden pipes for spinning, dinner tables, and so forth) manufactured by Toyota Auto 
Body Co., Ltd., and manual flour grinders manufactured by Toyoda Machine Works.


Toyoda Sangyo Kaisha was designated as a holding company by the Holding 
Company Liquidation Commission in September 1947 and was ordered to dissolve. A 
decision was made to spin off the trading division and establish a new company, and 
Nisshin Tsusho Kaisha Ltd. (now Toyota Tsusho Corporation) was established on July 
1, 1948.




Item 6. Model AA Passenger Car and Model GA 
Truck Launched

The Toyoda Automatic Loom Works Model G1 truck was announced in November 1935 
and sold by Hinode Motors, the first dealer, starting in December. That year, a total of 
14 trucks were sold.


Initially, the Model G1 truck experienced a large number of rear axle housing failures. 
The Ford truck rear axle housing that had been sketched used flash-butt welding to 
join the pipe that made up a portion of the housing and the flange, and the contact 
surfaces of the two parts were joined entirely by welding. The welds, however, were not 
noticed and the housing was joined by gas welding on the exterior surfaces of the 
joints only. As a result, the gas welded portions were so weak that they often broke 
while being shipped to Nagoya. The problem was resolved by designing the pipe and 
flange to be joined by shrink fitting.


This was one example of a defect, and the defects were addressed one by one. With 
regard to the initial quality defects, Kiichiro Toyoda made the following statement. 
"Since this was the first domestically produced vehicle, we relied on the understanding 
and support of automobile industry companies, and the first vehicles that we shipped 
were hardly usable by today's standards. However we were fortunate to not suffer any 
major problems. This, of course, would not have been possible without our best efforts, 
but the various aid we received for our first domestic vehicle was also a large part of 
our success.


The Model G1 truck and Model A1 passenger car were improved to become the Model 
GA truck and Model AA passenger car. An automotive assembly plant was constructed 
at a site about one kilometer northeast of the Toyoda Automatic Loom Works head 
office in May 1936 to assemble the Model GA truck and Model AA passenger car. 
When the automobile assembly plant was completed, the body prototype plant was 
converted into a stamping plant, and stamped parts were shipped to the new body 
plant for assembly. In addition, manufacturing processes related to engines, 
powertrains, and suspensions performed at the Toyoda Automatic Loom Works head 
office plant were collectively referred to as the 'manufacturing plant,' and the various 
components were shipped from there to the automobile assembly plant.




When production at the Kariya automobile assembly plant came online, an exhibition to 
commemorate the completion of what it called the 'Toyoda Domestically Made 
People's Car' was held at the Tokyo Commercial & Industrial Museum in Marunouchi, 
Tokyo from the 14th to 16th of September 1936, when monthly production exceeded 
100 units. On display were 15 vehicles including four Model AA passenger cars, two 
Model AB Phaetons, and a Model GA truck, a Model DA bus chassis, a fire truck, a 
military truck, and a dump truck with a winch (Table 1-4).


Site of the exhibition to commemorate the completion of the 'Toyoda Domestically Made People's Car' 
(Tokyo Commercial & Industrial Museum)




Table 1-4. Specifications of the Vehicles Displayed at the Exhibition Commemorating 
the Completion of 'Toyoda Domestically Made People's Car' (September 1936)


Source: Reference materials attached to the Automobile Manufacturing Industry Law 
License Application (July 23, 1936).


On September 14, while the exhibit was underway, Toyoda Automatic Loom Works and 
Nissan Motor were tentatively designated as licensed companies under the Automotive 
Manufacturing Industries Law.


Item 7. Toyoda Automatic Loom Works Designates 
a Licensed Company under the Automotive 
Manufacturing Industries Law

In the early 1930s, the Japanese automotive market was dominated by vehicles 
assembled by Ford-Japan and GM-Japan. Even before Ford and GM entered the 
Japanese market, the Ministry of War supported the manufacture of military trucks, but 
this did not lead to the development of a domestic automotive industry. Ford-Japan 
and GM-Japan steadily increased the volume of automobile parts imported from the 
United States for assembly, contributing to the expansion of Japan's trade deficit. The 
establishment of a domestic automotive industry became an urgent matter from the 
perspective of national defense as well.


Passenger Car
(Model AA Passenger 

Car)
Cargo Truck Chassis

(Model GA Truck)
Bus Chassis

(Model DA Bus)

Wheelbase 1121/4 in (2.850 m) 1411/2 in (3.594 m) 1411/2 in (3.594 m)

Front track 5611/16 in (1.440 m) 561/2 in (1.453 m) 561/2 in (1.453 m)

Rear track 571/16 in (1.450 m) 〃 〃

Track with dual 
rear wheels

711/2 in (1.817 m) 711/2 in (1.817 m)

Length 1861/2 in (4.737m) 223 in (5.660 m) 255 in (6.500 m)

Height 685/8 in (1.743 m)

Width 681/4 in (1.730 m) 803/4 in (2.05 m) 78.7 in (2.000 m)

Empty weight 3,310 lbs (1,500 kg) 4,002 lbs (1,816 kg) 3,594 lbs (1,630kg)

Cargo capacity 1.5 ton - 2.5 ton

Engine Model A engine Model A engine Model A engine



The Ministry of Commerce and Industry created the Automobile Industry Establishment 
Research Committee within the Ministry in May 1931 and began investigating the plan 
for domestic automobile manufacturing. As a result, three private automakers were 
combined to design and manufacture automobiles according to Ministry standards, 
and nine prototype vehicles were completed in March 1932. The Ministry plan, 
however, collapsed two years later, and establishment of a national automotive industry 
was not achieved.


It was under these circumstances that Kiichiro Toyoda launched the Toyoda Automatic 
Loom Works automotive business in September 1933 and Yoshisuke Ayukawa 
established the Automobile Manufacturing Company (now Nissan Motor) in December 
of that year. As discussed above, the Ministry of Commerce and Industry and the 
Ministry of War gathered seven automobile manufacturing related companies in April 
1934 to submit their opinions concerning the creation of domestic automotive industry, 
and at that time, Ayukawa presented the idea of establishing the domestic industry 
through an alliance with GM. The plan called for the creation of a tie-up with GM, the 
manufacture of automobile parts to start, and the nationalization of Chevrolet over 20 
years.


Automobile Manufacturing Company's nationalization plan was not carried out 
because of opposition from the Ministry of War, but it led to changes in existing 
national policy. The government provided support to private companies that voluntarily 
developed domestic industry in accordance with the policies and conditions set by the 
government, rather than simply subsidizing private companies.


In order to determine these policies and conditions, the Ministerial Conference on 
Establishing an Automobile Industry was established and held its first meeting on 
August 10, 1934. The participating ministries included the Ministry of Commerce and 
Industry, Ministry of War, Ministry of the Navy, Ministry of Railways, Ministry of Finance, 
Ministry of Home Affairs, Resources Bureau, Ministry of Foreign Affairs, and 
Department of Overseas Affairs (the Ministry of Foreign Affairs and Department of 
Overseas Affairs participated starting from the 13th meeting).


At the seventh meeting, held on September 4, 1934, Kiichiro expressed his opinions, 
as previously mentioned, while President Yoshisuke Ayukawa of Nissan Motor and 
President Tomonosuke Kano of Automobile Industries also shared their opinions. 
Chairman Koshiro Shiba of Mitsubishi Heavy Industries, Ltd. and Senior Managing 



Officer Bungo Shimoda of Kawasaki Motor testified at the sixth meeting on August 29, 
and Chairman Tamaki Makita of Mitsui Mining testified at the eighth meeting on 
September 7. The result was that Toyoda Automatic Loom Works and Nissan Motor, 
which actually begun plant construction with the aim of mass production of 
automobiles, were designated as the first licensed companies.


The Automotive Manufacturing Industries Law was promulgated on May 29, 1936 and 
came into effect on July 11. Toyoda Automatic Loom Works immediately applied for a 
license under the Law on July 23 and was designated a licensed company by the 
Ministry of Commerce and Industry on September 19. On the same day, Nissan Motor 
was also designated a licensed company. Later, Tokyo Automobile Industries Co., Ltd. 
(renamed Diesel Automobile Industry Co., Ltd. on April 30, 1941) was designated on 
April 9, 1941 to become the third company licensed under the Automotive 
Manufacturing Industries Law.


When Toyoda Automatic Loom Works was designated under the law, the director of 
Ministry of Commerce and Industry's Engineering Bureau instructed the company to 
use domestically-produced materials and parts for automobile manufacture. The use of 
domestic parts became obligatory starting in 1938.


When the Automotive Manufacturing Industries Law came into effect, assembly 
production by Ford-Japan and GM-Japan became difficult to maintain. Production 
volumes were limited and duties on imported parts were sharply increased, including 
an increase of the duties on engines from 35 percent to 60 percent of the value. As a 
result, Ford-Japan sought to establish alliance with Toyota Motor Co., Ltd. and Nissan 
Motor and conducted negotiations in 1938 and 1939, but no agreement was reached. 
In the end, Ford-Japan and GM-Japan had to suspend production in 1939.




Section 3. Research and 
Development of Basic 

Technology 
Item 1. Establishment of a Research Laboratory

Kiichiro Toyoda believed that independent development of new technology would lead 
to industrial growth, and as such it was necessary to continually conduct research and 
create something new. His thoughts are captured below.


I want to gradually get rid of this attitude of taking the easiest path by taking someone 
else's hard work and making it one's own-which is the way that we have relied on the 
West until now. Of course, there are times when we need to import the achievements of 
others as is. But when we do so, though we have the ability to take such hard won 
achievements and improve on them, by taking the toils of others we only learn how to 
enjoy the benefits and we in the end lack the power and drive to further advance those 
innovations. If we want to truly make Japan's industry independent, we have to 
cultivate that drive.


Kiichiro emphasized both practical skills and scientific research, and in May 1936 he 
established a research laboratory in Shibaura, Tokyo. Eiji Toyoda, who had joined the 
Automotive Department of Toyoda Automatic Loom Works, Ltd. a month earlier in April 
that year headed up the laboratory. Kiichiro's thoughts about scientific research can be 
glimpsed through the following comment:  [The automotive industry] is the industry that 
should be at the forefront of civilization, adopting science's latest innovations. It's an 
industry that relies on the culmination of knowledge from numerous quarters, not just 
the knowledge of a single engineer.


According to Kiichiro, technology progressed through integrally combining practical 
skills with scientific research. A representative from the workshop affirmed, "when 
creating a prototype, he first got an engineer to make it, and if it worked, then he got an 
academic to figure out the theory".




The Shibaura Laboratory investigated radiators, gas generators for charcoal powered 
vehicles, and parts for Japanese-made vehicles, disassembled and sketched a 
German DKW car, and investigated various aeronautical machines and equipment, 
such as the French-made light aircraft 'Pou', helicopters, autogyros, rockets, and 
related machine tools.

The research laboratory of the Automotive Department of Toyoda Automatic Loom 
Works became the Research Division of Toyota Motor Co., Ltd. upon the latter's 
establishment in August 1937. The research advisors were academic friends of Kiichiro.


Topics of research included different parts, materials and processes such as cogs, 
radiators, crankshafts, stamping and steel plates, as well as engine performance. Many 
of Kiichiro's high school and university friends assisted in the research. Results of the 

Building that housed the Shibaura Laboratory (later the Toyoda Physical 
and Chemical Research Institute)



investigations and research were published in the magazine Kikai oyobi Denki 
("Machines and Electricity"; first published in May 1936), as the Research Division 
sought to obtain and disseminate the latest knowledge while embarking on its research 
and development projects. The magazine carried numerous articles written by the 
division's research advisors.


Item 2. Researching Casting Technology

Not long after Toyoda Automatic Loom Works began operations in 1927, the company 
installed a 1.5-ton electric arc furnace, as instructed by Kiichiro. The furnace was used 
to melt cast iron. Cast iron produced by an electric furnace was harder and had greater 
tensile strength than that produced by a cupola furnace; in other words, the cast metal 
exhibited superior mechanical properties. Later, in 1930, alloy cast iron produced by 
the electric furnace was used in parts for the spinning machines.


3-ton electric arc furnace at the casting plant



According to Umeji Harada, who had been a foundry worker at Toyoda Automatic 
Loom Works since its earliest days, the company was the first in Japan to produce cast 
iron using an electric furnace. Later, in 1933 when the company placed an order with 
Daido Electric Steel Manufacturing Co., Ltd. (now Daido Steel Co., Ltd.) for a 800 kVA 
3-ton electric arc furnace, it is said that Daido responded by saying that they don't 
manufacture electric furnaces to melt cast iron. At the time, producing cast iron using 
an electric furnace was unknown territory even for electric furnace manufacturers.


In conjunction with the installation of the Daido electric furnace at Toyoda Automatic 
Loom Works, Kiichiro instructed the R&D personnel to conduct further research into 
electric furnace-produced cast iron. The purpose was to create alloy cast iron for 
cylinder blocks. The R&D personnel analyzed the composition of the cylinder blocks 
from a Chevrolet engine, and based on the results of their analysis created prototype 
molds using the electric furnace. They then analyzed the composition of the prototype 

A cast cylinder block



molds, repeating the whole process as necessary. In order to do this, someone capable 
of analyzing the alloy cast iron composition was deployed to the foundry. These efforts 
resulted in the R&D personnel being able to replicate cylinder blocks for the A Engine 
of the same special composition (nickel-chromium cast iron) as the Chevrolet cylinder 
blocks.


Subsequently, in May 1934, the research laboratory began making prototype cylinder 
block molds. Earlier in March that year, Director Risaburo Oshima had returned to 
Japan from the United States and brought with him some oil cores no larger than one's 
little finger, allowing the R&D team to manufacture oil cores for use in casting the Type 
A Engine cylinder blocks. But the core-making had its own difficulties.


The R&D team had gained some knowledge about oil cores from U.S. casting-related 
journals such as Foundry and Foundry Trade Journal, but it was the first time that they 
had seen the real thing. The team procured tung oil, which is applied to paper lanterns 
and umbrellas to waterproof them, from a paper umbrella maker in Gifu, to use as the 
drying oil to be mixed in with the sand. The oil was mixed in with sand taken from a 
beach on the Chita Peninsula in Aichi Prefecture. The oil-sand mix was then put into a 
wooden mold, and fired in a ceramics kiln. The ratio of oil to sand, firing temperature 
and time were all individually adjusted until the team gained a good understanding of 
how to make the oil cores. Furthermore, because the single oil core for the hollow 
portion of the three cylinders and crank room was so large and heavy, and because it 
was so difficult to make, it was separated lengthwise into two in the direction of the 
cylinder arrangement.


A mold for the cylinder block was finally completed in August 1934. However, when 
machine boring the inside of the cylinders, small pits were forming, making the 
cylinders unfit for use. After turning out ten cast cylinder blocks, only one or two were 
making it through the machining process. A similar problem occurred at around the 
time the Model G1 truck was launched in November 1935.


The team discovered that by further machining away the inside of the cylinders the pits 
would disappear. After asking the research laboratory of the Steelmaking Department 
to perform some materials tests, the team determined that by significantly increasing 
the amount of cutting stock, they could almost completely eliminate the number of 
defect molds. It was through this kind of repeated trial and error that the Automotive 



Department's research laboratory developed the basic technology necessary for 
manufacturing automobiles.

The company initially outsourced production of malleable parts for the chassis and 
drive system, but later changed to in-house production. The composition of malleable 
cast iron differs from regular cast iron, and because there was no quick way to analyze 
the composition, adjusting it was very difficult. Specialized knowledge was necessary 
to determine the composition of melted samples, so the company brought in an 
experienced foundry worker from another company, allowing it to make the 
changeover to internal production.


In 1937, Kiichiro instructed the R&D team to investigate Ford's cast steel crankshaft. 
The team conducted tests at a steel foundry, pouring melted steel from a high-
frequency induction furnace into molds. But creating steel crankshafts was an 
extremely difficult task, due to the fact that cast steel is highly viscous when melted (so 
it is difficult to make it run throughout the mold) and because it also contracts 
considerably when it solidifies, which gives rise to pitting.


After the Koromo Plant was completed, while forged crankshafts made by Toyoda 
Automatic Loom Works' Kariya Plant were used, research continued into steel 
crankshafts made at the No. 2 Special Foundry for cast steel. However, manually filling 
in the pits created during machining of the steel crankshafts was very laborious (one 
particular crankshaft had 60 pits that required filling). In the end, the R&D team failed to 
develop a satisfactory cast steel crankshaft, so had to use the forged crankshafts 
made at the Kariya Plant's steel foundry instead.


Developing the technology to create a cast crankshaft had to wait until after World War 
II. In January 1953, the Automotive Department installed ductile cast iron (DCI) 
technology, and with the launch of the (Model) P Engine, which employed a DCI 
crankshaft, in October 1959, the company finally realized its long-awaited goal of 
commercializing a cast crankshaft.


Item 3. Specialty Steel Research and Development 
and Forging Technology Research

The greatest problem for the advancement of the automotive business was the 
absence of steel materials suited to automotive manufacturing. High quality steel 



products were supplied for weapons use in ships and aircraft, but steel materials suited 
to the mass production of automobiles had not been developed. Despite requests for 
development made to steel manufacturing companies, due to the limited consumption 
none of the companies would undertake the work.


Kiichiro Toyoda consulted Dr. Kotaro Honda of Tohoku Imperial University in Sendai to 
ascertain whether Japan had the steel manufacturing technology to enable the 
manufacturing of steel materials for automotive use. He then proceeded to arrange for 
the construction of a steelworks and, in January 1934, the Toyoda Automatic Loom 
Works, Ltd. Steelmaking Department was established. After completion of the 
steelworks building in July that year, operation of a 2-ton electric furnace was 
commenced in September and a 4-ton electric furnace in October, with installation of a 
merchant mill completed in November.


In addition, Kiichiro's acquaintance, Dr. Ryonosuke Yamada of the Tokyo Institute of 
Technology-who was familiar with material testing-was asked to propose plans for 
materials testing facilities for the Steelmaking Department. Based on his advice, 

Rolling work using a small rolling mill at the steelworks



facilities were introduced for the testing and analysis of prototype steel materials, and 
specialty steel research commenced.


In developing the new types of steel, the steel was first tested in the research 
laboratory's 5 kilograms high-frequency induction furnace. In the testing of the 
prototypes, after meeting the target properties, the prototypes were forged from steel 
ingots into successively larger electric furnaces then, following quality confirmation, 
manufactured in a 2 or 4-ton furnace.


At first, simple types of steel were produced. Starting with structural carbon steel SA1 
(equivalent to the current S25C3) used for loom materials, and proceeding to the 
similar structural carbon steel SA2 (equivalent to the current S40C), case hardened 
carbon steel SA9 (equivalent to the current S15CK) and various types of steel such as 
spring steel SS4 and carbon tool steel SB2 and 3 (currently SK3 to SK6), were 
developed.


Chemical Laboratory (chemical analysis room)



The Toyoda Automatic Loom Works Steelmaking Department aimed to manufacture 
steel materials suited to the mass production of automobiles?in other words, durable 
steel materials with good machinability, and consistent quality and dimensions. The 
Department later expanded its production capacity due to the increase in Toyota 
automobile production. However, the Steelmaking Department was spun off in 1940 to 
make use of the benefits of being a licensed company under the Steel Manufacturing 
Industries Law. In this way, Toyoda Steel Works, Ltd. was established on March 8, 
1940. In November 1945, its name was changed to Aichi Steel Works, Ltd. 


Shortly prior to the establishment of Toyoda Steel Works, Ltd., from January 1940 to 
the end of that year, U.S. engineer Louis Henry Berry provided advice at the 
steelworks. He was an engineer who came to Japan to provide technical advice on the 
U.S. made electric furnace introduced by Nihon Spindle Manufacturing Co., Ltd., and 

Physical Testing Laboratory (physical experimentation room)



was also an expert on steel manufacturing technology. Shoichi Saito6 served as an 
interpreter and assistant for the obtaining of the engineer's advice.


After the establishment of the Toyoda Automatic Loom Works Steelmaking 
Department, production of prototype forged parts for use in automobiles was 
commenced using three free hammers (2 ton, 1 ton and 1/2 ton), which were also used 
as forging equipment in the manufacturing of spinning and weaving machinery. 
Subsequently, in the year leading up to the start of 1935, the equipment was increased 
by four closed die forging stamp hammers (two 1 ton, one 1/2 and one 1/4 ton), used 
for the stamp forging of automobile parts. In 1937, another 2-ton free hammer was 
added.


In the forging of the crankshaft for the Model A six-cylinder engine, after preforming it 
into a crude form using a 1-ton free hammer, the crankshaft was forged using a 2-ton 
free hammer with a forging die attached. However, the 2-ton equipment was 
inadequate for the purpose, so the forging die was divided into two parts and 
performing conducted twice. The forging die was then completed by molding the two 
parts into a single piece.


There was also a problem with the fabrication of the pins joining the crankshaft and 
connecting rod. It was necessary to make 120 degree angles (which could currently be 
accomplished simply by a twisting process) but at the time there was no specialized 
equipment. Consequently, it was very difficult work, and an overhead traveling crane 
was used to raise the pin and make the angle.


In the Steelmaking Department's forging plant, prototypes of forged parts for 
automobiles were progressing. In addition to crankshafts, parts including camshafts, 
connecting rods, valve rocker arms, push rods, differential ring gears and rear axle 
shafts were successfully manufactured. When the Model A1 prototype passenger car 
was finished in May 1935, all of its forged parts were made in the forging plant.


Item 4. Research and Development of Machining 
Methods and Machine Tools

In 1934, the production of transmission prototypes was started and gear fabrication 
commenced. However, the gear shape was unclear, and it was not known which 



cutting tools should be used for the gear finishing machine. Kiichiro Toyoda consulted 
his friend, Professor Shiro Nukiyama of Tohoku Imperial University, who introduced him 
to an expert on gears at the university, Dr. Masao Naruse. Also, arrangements were 
made for Jiro Iwaoka and Tatsuji Wakamatsu to transfer to the university for study 
purposes in November 1934.


The two students attended lectures by Dr. Naruse on gear theory and then brought 
along Chevrolet transmission gears for analysis. Using machinery plant microscopes 
equipped with measuring apparatus, they measured the gear tooth form precisely in 
units of 1/100 millimeter. Based on that data, they drew gear tooth curves enlarged 10 
times and, using the theoretical formulae established by Dr. Naruse, they determined 
the gear geometry and ordered a cutter. This was the first time Dr. Naruse's theories 
had been put to practical use.


In the first half of 1934, imported machine tools were set up in the automobile 
prototype plant and used as reference materials by Toyoda Automatic Loom Works 
and, in 1935, the in-house production of machine tools commenced. Subsequently, to 
allow for the full-scale production of machine tools and jigs for automobile mass 
production, in May 1937 an Automotive Department Machining Plant was established 
within Toyoda Automatic Loom Works.


At the time, the majority of Japanese produced machine tools were of the full-universal 
type suitable for various sorts of processes and used in many kinds of small-lot 
production. For that reason, they were even equipped to carry out functions in 
specialized tasks not needed for automotive mass production. As a result, imported 
machines were used as reference materials in designing and producing machine tools 
and specialized machines in the Machining Plant that were limited to the required 
functions in automotive mass production. For example, the type A lathe produced in 
the Machining Plant, with its simple construction and reliable and light maneuverability, 
was highly-regarded. Similarly, the distinctive features of the type C lathe were its 
simplification of the mechanisms surplus to lathes used for the production, and a 
design emphasizing maneuverability.


These lathes were provided to Toyota Motor Co., Ltd.'s Machining Plant and its 
successor, Toyota Machine Works, Ltd., and the type A lathe was also the first in a 
series comprised of types A, B, C, D (DD), E, F and G lathes. Among these, the type E 
lathe was a production lathe designed and manufactured in the Toyota Motor Co., Ltd. 



Machining Plant, with the simplest type of construction and streamlined mechanisms 
emphasizing maneuverability. Since it was rated highly for its quiet turning in the 
cutting finish and its machining accuracy and, and its cost was comparatively low, 
Toyoda Machine Works increased its production of these lathes to 10 per month.


The Toyota Motor Co., Ltd. Koromo Plant Machining Plant was completed in November 
1938, and the design and manufacturing of machine tools from within Toyoda 
Automatic Loom Works was transferred to that plant. Subsequently, a variety of 
machine tools, including the ordinary lathes referred to above as well as multi-spindle 
drilling machines, automatic multicut lathes, fine-boring machines, and machine tools 
specifically for automotive manufacturing, were produced at the plant.


Toyota Motor Co., Ltd. Model E lathe



On May 1, 1941, based on the Machines Manufacturing Industries Law, the Machining 
Plant was spun off from Toyota Motor Co., Ltd., and Toyoda Machine Works, Ltd. was 
established. After its establishment, in accordance with the national policy, production 
of machine tools for automobiles decreased, and emphasis was placed on machine 
tools for aircraft engine production.


Item 5. Electrical Components Research and 
Development


At first, imported products were used for the electrical components in the Model GA 
truck and the Model AA passenger car produced by Toyoda Automatic Loom Works 
Automotive Department. Kiichiro Toyoda explained the reason for this as follows:


For a while, we used imported products because, in order to examine the good and 
bad points of our products, we had no choice but to employ items with which we were 
familiar, rather than adopting new things at that time. For example, we used foreign 
products for components such as carburetors, plugs and oil brakes.... For the time 
being, how good Toyota's cars could be was unclear. However, once our automobiles 
left Toyota, we had to take full responsibility for any faults. Not being able to escape 
responsibility for faults in our own produced parts of the automobile by blaming other 
parts of the vehicle was the most important thing for gaining self-confidence in our 
products.


Investigation and research into electrical components was commenced under the 
direction of Kiichiro when the Model G1 truck was launched at the end of 1935. The 
electrical engineers researching motors for spinning frames in the spinning and 
weaving design department started by analyzing and sketching the Delco Remy 
products used in the A engine for the Model G1 truck, including generators, starters, 
distributors and ignition coils. At the time, the production of electrical components in 
Japan was quite advanced. Nevertheless, Kiichiro decided that there would be in-
house development of electrical components because he thought that it would be 
better for the company to obtain and develop its own electrical technology through 
independent efforts.


Based on the drawings made in the spinning and weaving design department, 
production of prototype electrical components commenced in a corner of the research 



plant and the first prototype generators were completed in October 1936. Around that 
time, in September 1936, Toyoda Automatic Loom Works was designated as a licensed 
company under the Automotive Manufacturing Industries Law, and was required to use 
Japanese product components after 1938. For that reason, the in-house development 
of electrical components was expedited but, as it was considered that such efforts 
would not be sufficient, orders were also placed with a specialized manufacturing 
company.


In pursuing this course, after experimenting with samples from six electronics 
manufacturers, it was decided to place orders with Hitachi Works, Ltd. Electrical 
components produced by Hitachi6 were similar to the Delco Remy products in the 
drawings made by Toyoda Automatic Loom Works, with dimensions were almost the 
same, apart from a small degree of error arising from the conversion from inches to 
millimeters.


In November 1936, a 600 square-meter electrical components plant was completed on 
the west side of the engine plant, and trial production was commenced in January the 
following year. Procuring materials was a problem in the manufacturing of the 
prototypes. It was very hard to find manufacturers that would accept orders for small 
quantities of special-sized electrical wires and Bakelite (phenol resin) molded 
components. Also, distributor condensers were produced in Japan but, as there was 
no locally-made condenser paper, imported products were used. Insulation layer paper 
for ignition coils was manufactured from Japanese paper soaked with insulating 
varnish, and enameled wire insulating varnish for secondary coils was developed using 
special quick heat-drying varnish made with tung oil to avoid wire breakage and 
insulation failure.


The prototype products were installed in engines in the neighboring engine plant and 
trial running tests took place. However, various malfunctions occurred. These included 
a generator flying apart due to an output shortage and the centrifugal force of the 
commutator, damage to starter gears, shafts, springs and other components, ignition 
coil burnout and wire breakage, and a defective distributor advance. Despite repeated 
failures, improvements continued, and by around July 1937 the company was able to 
produce electrical components that could be utilized.


In November 1938, Toyota Motor Co., Ltd. was relocated to the Koromo Plant, and the 
electrical components plant was moved to the Kariya Plant, which was previously the 



automobile assembly plant. The components plant then operated at that location 
together with the remaining truck body plant and the radiator plant that had been 
transferred from the Tokyo Shibaura Plant. As the copper, brass and solder materials 
used in radiators were common to electrical components, the electrical components 
plant was also put in charge of producing radiators.


In February 1943, preparations began for the transfer of the electrical components 
plant to the Kariya-kita Plant (the Kariya components plant) which was leased from 
Chuo Spinning Company. However, circumstances completely transformed, and Toyota 
Motor Co., Ltd., which had been proceeding with preparations for producing air-cooled 
aircraft engines at the Koromo Plant since the start of the year, started to produce them 

A Hitachi electrical component for Toyota automobiles



at the Kariya Plant. After that decision was made, the radiator plant was transferred 
from the Kariya Plant to the Koromo Plant in September 1943 and, in October, the 
machine tools for aircraft engine production were all brought from the Koromo Plant to 
the Kariya Plant. Finally, the electrical components plant was transferred to Chuo 
Spinning's Kariya-minami Plant in November of that year.


After the war, in October 1946, Toyota Motor Co., Ltd. created the Spinning and 
Weaving Department, and resumed spinning and weaving operations at the Kariya-
minami Plant. Later, following an examination of the splitting off of the Spinning and 
Weaving Department, the electrical components plant was moved from the Kariya-
minami Plant to the Kariya-kita Plant in October 1948. At the same time, the radiator 
plant was transferred from the Koromo Plant to the Kariya-kita Plant, and both plants 
were together renamed the Electrical Components Plant. The Electrical Components 
Plant was then spun off from Toyota Motor Co., Ltd. on December 16, 1949, and 
Nippondenso Co., Ltd. (currently Denso Corporation) was established.


Item 6. Rubber Product Research and Development

Embarking on Rubber Product Research 
Kiichiro Toyoda also had an interest in organic chemistry. In December 1932, in the 
course of diversifying business operations, he established Shonaigawa Rayon 
Company which can be counted among organic chemistry related enterprises. From 
that December until October 1937, industrial property rights applications related to the 
manufacture of rayon resulted in four patents and five utility model rights being 
granted. This demonstrates that research into synthetic fibers was carried out side by 
side with automobile manufacturing related research activities.


In 1934, when entering the design phase of the Model A1 prototype passenger car, the 
body styling and chassis were modeled to a certain extent on the DeSoto cars from 
Chrysler. The brakes also were to be hydraulic brakes on all four wheels, similar to the 
DeSoto models. Since all passenger cars and trucks from Chevrolet and Ford at the 
time had mechanical brakes, this was a move into new territory. The adoption of 
hydraulic brakes meant that brake parts and brake oil needed to be imported, and 
research into these areas became a necessity.


In November 1934, Kiichiro hired the chemical engineer Fujinobu Kimura and instructed 
him to "look into all things chemical-related to automobiles", and to "try and see what 



could be manufactured in-house". Kimura examined and researched materials for 
automobile parts at the chemical laboratory within the research laboratory of the 
Steelmaking Department. Along with metals, he also analyzed organic materials. At 
that time, organic materials used for cars included tires, tubes, fan belts, anti-vibration 
rubber mounts for engine mounting and suspension parts, as well as brake oil.


When research into hydraulic brakes started, studying brake oil was chosen as the first 
target of inquiry, because the equipment of the chemical laboratory was up to this task. 
From about 1935 was the time when hydraulic brakes were first found in imported cars 
and the start of their wider acceptance, so there was as yet no domestically produced 
brake oil worth researching.


The main component of brake oil at the time was vegetable oil, mixed with an alcohol-
based solvent to obtain the required viscosity. Research at the chemical laboratory 
showed that adding diacetone alcohol to castor oil (a vegetable oil) was optimal in 
terms of adjusting the viscosity. In-house production of this brake oil was begun on a 
small scale, and continued at the Rubber Section of the Kariya Plant until about 1943, 
when the Rubber Section separated from Toyota Motor Corporation and became 
independent.


Diagram of a Toyota truck brake system



Research efforts related to hydraulic brakes also included chemical analysis of rubber 
piston cups and boots used in the hydraulic brake cylinders made by Wagner in the 
United States. In 1935, equipment for trial manufacturing of rubber parts for hydraulic 
brakes was installed at a test plant for brakes, occupying about 260 square meters and 
adjoining the research branch of the Steelmaking Department on the east side. This 
included a rolling mill (8 by 20 inches) and press (20 by 20 inches). Experimental 
production at the facility began promptly.


Brake linings were another target for development. At the time, brake linings were 
made by compacting asbestos using a binding agent, usually asphalt, pitch, rubber, or 
phenol resin. As an extension of its research into rubber parts, the chemical laboratory 
also developed brake linings using asbestos fiber or fine powder turned into a paste by 
using rubber binder. After having been readied for production, these brake linings 
continued to be manufactured also after the Rubber Section of the Kariya Plant 

Exterior of an imported master cylinder for Toyota trucks



separated and became the Nagoya Plant of Kokka Kogyo, supplying the products to 
Toyota Motor Corporation.


Manufacture of Rubber Products at the Kariya Plant 
In May 1936, upon completion of the car assembly plant within the Automotive 
Department of Toyoda Automatic Loom Works, the rubber product manufacturing 
process was moved from the brake test plant to a 660 square meter lot at the new 
facility, becoming part of the chassis assembly section. The engineers who had been 
engaged in developing rubber products also began to work in the new location, while 
retaining their affiliation with the research laboratory of the Steelmaking Department. In 
addition, four new staff members with experience in rubber product manufacturing 
were hired, and the lineup of rubber part manufacturing equipment was further 
enhanced.


Subsequently, the company embarked on the development of hoses for hydraulic 
brakes, and prototypes were produced, using Wagner hydraulic hoses as reference. 
The rubber for the inner tube and external cover was natural rubber of the highest 

Exterior of an imported master cylinder for Toyota trucks



quality, while the pressure-resisting layer employed long-staple Egyptian cotton thread 
woven into a tubular shape. The resulting prototypes proved strong enough for 
practical use. After the trial manufacture of rubber parts for brakes had shown some 
success, the program was expanded to include other rubber parts such as extruded 
parts, anti-vibration rubber mounts, fan belts etc.


From 1938 onwards, the use of imported parts increasingly gave way to domestically 
produced parts, and brake master cylinders from Nippon Air Brake Co., Ltd. were 
adopted. Also in 1938, hydraulic brake oil manufactured by Tokyo Rikagaku Kogyo 
Sho, and refractory brake oil from Nippon Brake Oil Shokai were designated as 
genuine Toyota accessories.


In November 1938, with the completion of the Koromo Plant, the engineers working on 
rubber parts development who had previously been affiliated with the chemical 
laboratory in the research laboratory of the Steelmaking Department of Toyoda 
Automatic Loom Works were transferred to Toyota Motor Corporation and were now 
affiliated with the rubber works at the Kariya Plant. According to the employee roster of 
1939, the name of the rubber works was "Kariya Representative Office Research 
Department".


Another significant development in 1938 was the so-called "tire drought" In January of 
that year, the Japanese government restricted the import of crude rubber in order to 
address an imbalance in international payments. As a consequence, shipments of 
finished tires continued to fall drastically, until numbers were down to about 10 percent 
of regular figures by October. In November, the supply of tires stopped altogether.


Given this situation, focus shifted to the production of domestically sourced tires, 
engineers specializing in this area were hired, and preparations for production facilities 
were made. Between 1940 and 1941, some 500 tires were produced at the rubber 
works of the Kariya Plant in a series of trials.


However, because the supply of crude rubber was threatened by the war situation, the 
Ministry of Commerce and Industry did not grant the required permissions, and trial 
production of tires ceased. The production equipment was subsequently moved to the 
Iho Rubber Plant located at Tianjin in China. This plant, financed at 1.6 million yen and 
dedicated to the manufacture of rubber products, had been founded through equal 
participation by four parties, namely Yokohama Rubber Co., Ltd., Chuji Idebuchi, 



Toyobo Co., Ltd., and Toyoda Boshoku Sho. In August 1942, the equipment transferred 
from Toyota Motor Corporation was installed at the plant located at street No. 15 in the 
"Italian concession" of the city of Tianjin, and used for the production of aircraft tires.


At the rubber works in Japan, the "tire drought" of 1938 also prompted a 
reconsideration of the material used for steering wheels. Researchers began exploring 
the possibility of using cellulose acetate resin instead of the hard rubber that so far had 
been the norm. Cellulose acetate was produced by the Shonaigawa Rayon Company 
as a source material for rayon yarn and therefore represented a promising choice. 
However, although the R&D efforts culminated in the successful production of a 
prototype steering wheel using thermoplastic cellulose acetate resin, the raw material 
for cellulose acetate, namely pulp, had also become very scarce in the meantime, and 
the switch in steering wheel material therefore did not develop beyond the trial stage.


In February 1942, when trial production of rubber parts was finally concluded and full-
scale production began, the Kariya Representative Office Research Department was 
renamed to Kariya Plant Rubber Section.


The Rubber Department of the Kariya Plant was integrated into Kokka Kogyo in May 
1943, following the governmental directive for the integration of industry. Production 
equipment was moved to the former Shokufu Plant, which started to operate as the 
Kokka Kogyo Nagoya Plant. The former name of the Shokufu Plant was Toyoda 
Shokufu Kikui Plant, originally managed by Sasuke Toyoda. As it specialized in woven 
fabric and had no spinning department, it was not included in the merger of five Toyoda 
and Toyo Menka-related spinning and weaving companies, and had become in effect 
an idling plant. 




Section 4. Construction of the 
Automotive Department 

Assembly Plant and Koromo 
Plant 

Item 1. Construction of the Automotive Department 
Assembly Plant: Staged Expansion of Production 

Capacity

Kiichiro Toyoda expanded automobile manufacturing capacity in stages, as had been 
done for automatic looms. The process started with the construction of a prototype 
plant, followed by the production of prototypes of the Model A1 passenger car and the 
Model G1 truck, construction of an automobile assembly plant, and the expansion of 
passenger car and truck production. When Toyoda Automatic Loom Works, Ltd. was 
licensed under the Automotive Manufacturing Industries Law, a plan to construct the 
Koromo Plant as a full-scale automobile production plant was developed.


In order to expand automobile production facilities, Toyoda Automatic Loom Works 
increased its capital from three million yen to six million on July 9, 1935, with Toyoda 
Boshoku Sho underwriting the entire increase. Toyoda Automatic Loom Works began 
expanding production facilities when the quality of the Model G1 truck stabilized and 
production targets of five units per day and 150 units per month were set in January 
1936. The scale of production went beyond that of a prototype plant, and this marked 
the first step towards full-scale mass production.




The automobile assembly plant was constructed in Kariya-cho, located about one 
kilometer to the northeast of Toyoda Automatic Loom Works. Approximately 48,400 
square meters of the Chuo Spinning & Weaving Comp


Item 2. Selection of the Koromo Plant Site and 
Development of the Construction Plan



Toyoda Automatic Loom Works made a formal decision to enter the automotive 
business on September 1, 1933 and began researching plant sites in order to construct 
a full-fledged automobile production plant. Kiichiro Toyoda focused on the Kariya-cho, 
Hekikai-gun area and investigated the neighboring Odaka-cho, Chita-gun, Higashiura-
cho, and Koromo-cho, Nishikamo-gun, among other sites.


Koromo-cho selected as the plant site because of the following advantages that it 
offered:

1. The site was located in an expansive, barren plain known as Ronjigahara where 

nearly two million square meters of land could be acquired at low cost.


Aerial view of the Kariya automobile assembly plant



2. Transfer of production facilities and materials was possible using the Mikawa 
Railway (now the Meitetsu Mikawa Line of Nagoya Railroad Co., Ltd.). In addition, 
the site had firm ground suitable for plant construction as well as ample, high-
quality subterranean water (the underflow of the Yahagi River).


3. Abundant electricity generated from hydroelectric power on the Yahagi River 
system was available, and inexpensive electricity could be obtained from Yahagi 
Hydroelectric Company.


4. The Koromogahara Airfield, which was built in Tsuchihashi, was convenient for the 
aircraft business.


With regard to the fourth of these points, when the Koromo Plant was completed in 
November 1938, Toyota Motor Co. Ltd. established an Aircraft Research Department, 
hired Bunzaburo Kataoka and one other employee on May 6, 1939, and began 
helicopter research. In light of the research results including testing of prototype 
propellers using the Koromogahara Airfield, it seems likely that the presence of the 
airfield was a major factor in selecting the site.


Model AA passenger car and a K1Y training aircraft at the Koromogahara 
Airfield



In November 1933, Toyoda Automatic Loom Works requested that Koromo-cho Mayor 
Juichi Nakamura act on its behalf for the purchase of the land. In July of the following 
year, the Koromo-cho Council established a committee to induce companies to 
construct plants in the region. The land purchase negotiations proceeded with some 
difficulty, but in December of 1935, Toyoda Automatic Loom Works acquired 
approximately two million square meters at a total cost of 228,611.64 yen.


A plan to construct a plant on 660,000 square meters (approximately one-third of the 
site) was adopted, and following a ground-breaking ceremony on December 14, 1935, 
land preparation operations began. The work of designing an integrated production 
plant that could produce a total of 2,000 vehicles per month-500 passenger cars and 
1500 trucks-also started. The design of each specialized facility of the plant was 
assigned to manufacturing specialists, with the foundry assigned to Umeji Harada and 
Shigekatsu Ikeda, the forging and thermal processing shop assigned to Shoichi Saito, 
the machining shop assigned to Jiro Iwaoka and Chihiro Shima, the stamping and 

Outline of the land purchased for the Koromo Plant (conforming with a 
1962 south Toyoda topographical map)



body shop assigned to Takeaki Shirai, the painting and plating shop assigned to 
Fujinobu Kimura, the assembly shop assigned to Chihiro Shima, and the testing and 
research facility assigned to Fujinobu Kimura. Most of the plant designers were 
engineers in their 20s.


Takatoshi Kan, Shoichi Saito, and Eiji Toyoda reviewed the design drawings prepared 
by the designers and prepared proposal. The design drawings for the entire plant were 
completed in January 1937, and a briefing was held to explain the bidding process.


Item 3. Establishment of Toyota Motor Co., Ltd. and 
Construction of the Koromo Plant

Toyoda Automatic Loom Works was licensed under the Automotive Manufacturing 
Industries Law in September 1936 and became obligated to establish automobile mass 
production systems. The plan for the Koromo Plant, which called for monthly 
production of 2,000 units, had to be completed one way or another, but the 
construction costs were estimated to be 30 million yen, far in excess of the fundraising 
capacity of Toyoda Automatic Loom Works, which had capital of six million yen. 
Accordingly, the establishment of a new company with capital of 32 million yen and 
raising funds from a broader range of investors was investigated. External 
circumstances created pressure for the rapid completion of the Koromo Plant, 
however, and as a result, a new company with capital of 12 million yen was 
established, plant construction rapidly commenced, and the additional construction 
costs were borrowed.


In accordance with this plan, Toyoda Automatic Loom Works' Automotive Department 
was spun off and Toyota Motor Co., Ltd. was established as a new company. The new 
company's inaugural general meeting was held on August 27, 1937, and registration 
was completed the following day. The company's basic information at the time of the 
establishment was as follows.




The business purposes were nearly identical to the content of the Articles of 
Incorporation revised at the extraordinary general shareholders meeting of Toyoda 
Automatic Loom Works held on January 29, 1934, with the only differences being 
"powered transportation machinery" changed to "automobiles" and "aircraft". Including 
"invention and research" in the business purposes was carried over from Toyoda 

Business 
Purposes:

• Manufacture and sale of automobiles
• Iron and steel making and other refining
• Manufacture and sale of aircraft, spindle and loom, and general 

machinery
• Research and invention concerning the preceding paragraphs and 

the use of such invention and research
Capital: 12 million yen (9 million yen paid)

Head Office: Maeyama 8, Shimoichiba, Koromo-cho, Nishikamo-gun, Aichi 
Prefecture

Management 
Team:

President: Risaburo Toyoda; Executive Vice President: Kiichiro 
Toyoda

Executive Vice President Kiichiro Toyoda observing the Koromo Plant during 
construction



Automatic Loom Works, and the stance concerning the pursuit of research and 
creativity was maintained.


Shortly after its establishment, Toyota Motor Co., Ltd. conducted a ground-breaking 
ceremony for the Koromo Plant on September 29, 1937. At the time, Japan was under 
a wartime system, and not only was the price of steel extremely high, it was difficult to 
obtain steel for construction. It is said that Toyoda Automatic Loom Works' 
Steelmaking Department cooperated with the construction of the Koromo Plant by 
manufacturing reinforcement bars for use in reinforced concrete. The plant was 
constructed under these difficult circumstances, but the plant was completed through 
the concerted efforts of the entire Toyoda Group.


A portion of the plant construction was completed in April 1938, and the relocation of 
equipment from Kariya began. Construction of the entire plant was completed at the 
end of September that year, and the relocation of machinery and equipment from the 
Kariya manufacturing shop and assembly shop was finished by the end of October. On 
November 3, the anniversary of the birth of the Emperor Meiji, a completion ceremony 
for the Koromo Plant was held with the participation of plant-affiliated parties.


Aerial view of the Koromo Plant near completion



Toyota Motor Co., Ltd. was established on August 28, 1937 (the registration date), but 
it was decided that the company's founding would be designated as November 3, 
1938, the effective date of its start as a company (the date of completion of the 
Koromo Plant).


Construction of other facilities including a test track and an aircraft research building 
commenced after November 1938 and were completed by March 1939.


Item 4. Description of the Koromo Plant

The plant layout drawings for the first phase of construction of the Koromo Plant, 
which was completed in November 1938, are as shown in Figure 2-1. The site area was 
approximately 500,000 square meters, and the building area was approximately 
200,000 square meters. Total construction costs were 45 million yen.


Installation of equipment at the Machining Plant No. 3 of the Koromo Plant 
(October 1938)



As can be seen in Table 1-5, the Koromo Plant was an integrated production plant that 
included all processes necessary for automobile production including casting and 
forging blank processes, machining, mechanical assembly, stamping, body assembly, 
painting, and overall assembly. Each process was laid out so they were connected, and 
the Koromo Plant formed the basis of future plants.


Table 1-5. Facilities of the Koromo Plant (1938)
Category Plant Products Dimensions

(shaku)
Area

(tsubo) Area (m2)

Casting Special 
casting plant

Cylinder blocks, 
cylinder heads 138×276 1,058 3,491

〃
Ordinary 
casting plant

Transmission cases 
and other parts 78×501 1,085 3,582

〃
Forgeable iron 
casting plant

Differential cases and 
other parts 90×501 1,252 4,133

〃
Annealing 
plant

Forgeable iron cast 
product heat treatment 366×90 915 3,019

〃 Coring plant Various cores 138×150 575 1,897

〃
Wooden mold 
plant

Wooden molds for cast 
parts 72×204 408 1,346

〃
(No. 2 special 
casting plant) (Cast crankshafts) (108×300) (900) (2,970)

Machining Tool and 
machine plant

Tools and machine 
tools 120×390 1,300 4,290

Forging Forging plant
Rear axle shafts, 
knuckle arms, 
connecting rods, gears, 
and other parts

84×384 896 2,956

〃
Tempering 
plant

Forged product heat 
treatment 96×144 384 1,267

Machiner
y

Machining 
Plant No. 1 Engine part machining 168×360 1,680 5,544

〃
Assembly 
Plant No. 1

Engine assembly and 
testing 168×270 1,260 4,158

〃
Machining 
Plant No. 2

Transmission and 
steering part machining 168×360 1,680 5,544

〃
Assembly 
Plant No. 2

Transmission and 
steering assembly 168×270 1,260 4,158

〃
Machining 
Plant No. 3

Suspension part 
machining 168×360 1,680 5,544



Note: Parentheses indicate facilities constructed after 1938.

With regard to the continuity of the processes, various transport conveyors were 
installed in sand processing facilities and casting sand transport systems in the casting 
plant as well as the painting plant and the final assembly plant with the aim of flow 
production based on the Just-in-Time system (see Item 5.). Initially, a conveyor system 
was not installed in the machining shop, but overhead space was provided in the plant 
building and electric lines and steam and compressed air pipes were placed in 
underground pits or on poles to avoid interference with other facilities when a conveyor 
was later installed and secure the space needed for a conveyor.


In addition to these direct production facilities, the plant also included a test track, 
forging (blacksmithing) shop, maintenance shop, warehouses, a cafeteria, and more. 
The engineering divisions included the Administration Office (including the Engineering 
Officers Office), Design Office, Chemical Testing Office, Vehicle Testing Office, Aircraft 

〃
Assembly 
Plant No. 3

Suspension part 
assembly 168×270 1,260 4,158

Plating Plating plant Plating 96×180 480 1,584
Heat 

treatment
Quenching 
plant

Carburizing and carbo-
nitriding, annealing 108×270 810 2,673

Stamping Stamping 
plant Stamped parts 120×570 1,900 6,270

Auto 
bodies

Autobody 
plant

Autobody plate 
processing and body 
assembly

240×720 4,800 15,840

Painting Paint Shop 
No. 1

Frame and suspension 
part enameled baked 
on paint

42×450 525 1,732

〃
Paint Shop 
No. 2

Small component 
lacquer application 66×450 825 2,725

〃
Paint Shop 
No. 3 Body painting 90×450 1,125 3,712

Assembly
General 
assembly 
plant

Passenger car outfitting 
(second floor), truck 
chassis assembly and 
passenger car 
assembly (first floor)

120×450 1,500 4,950

×2 ×2 ×2

Inspection Adjustment 
plant

Inspection of completed 
vehicles and chassis 
and adjustment

120×90 300 990

Repairs Repair plant Paint touch up 36×156 156 514



Research Office, Photo Office (Drawing Office), and Prototype Office. In addition, the 
site also included a head office Administration Office, dorms, a school (to train 
technical workers), and other administrative and benefit-related facilities.


Kiichiro Toyoda made the following statement concerning the significance of the 
Koromo Plant:


Our mission is to make the car a more complete, more convenient, and 
more economical product. We have been investigating the question of 
whether there is a way to make these improvements as quickly as possible 
without any sacrifices for the past five years. It requires fundamental 
reforms in plant organization. 

We made substantial efforts with the Kariya Plant, but we were unable to make the 
reforms that we intended. Toyoda did not start making automobiles with the 
expectations that it would be a major source of income from the beginning. There is no 
value in conducting a car business with the factory organizations that cannot make 
progress in reforms. We then moved to the Koromo Plant with completely new facilities 
and a new organization. If we extended the Kariya Plant, we could have used 
somewhere around 700,000 to 1,000,000 m2, but the major reforms that we were 
seeking would not have been achieved, so we decided to try building a completely new 
plant at Koromo despite the inconvenience. When Koromo Plant was completed, we 
established an organization that could quickly make improvements with a minimum of 
sacrifice.


Item 5. The Origins of Just-in-Time

Kiichiro Toyoda proposed Just-in-Time production when operations began at the 
Koromo Plant. This was the beginning of Just-in-Time used in the current Toyota 
Production System.


I believe that the most important thing is to ensure that there is neither shortage nor 
excess, that is, to ensure that there is no excess labor and time for the designated 
production. There is no waste and there is no excess. It means not having to wait for 
parts to be circulated around. For Just-in-Time, it is important that each part be ready 
'just in time'. This is the first principle of increasing efficiency.




Eiji Toyoda, who was instructed by Kiichiro at that time, explained the Just-in-Time 
concept in the following manner:


What Kiichiro had in mind was to produce the needed quantity of the 
required parts each day. To make this a reality, every single step of the 
operation, like it or not, had to be converted over to his flow production 
system. Kiichiro referred to this as the 'just-in-time' concept. By this he 
meant: 'Just make what is needed in time, but don't make too much. 

According to the recollections of Jiro Iwaoka, who was in charge of the machine shop 
at the Koromo Plant, Kiichiro "was using the slogan 'Just-in-Time' even before we 
shifted production to the Koromo Plant". 
17

When operations started at the Koromo Plant, a Preparation Office was established 
between the raw blank divisions and machining divisions and an early-stage 
production system was adopted before the transition to Just-in-Time production. The 
Preparation Office delivered only the raw blanks necessary for that day's planned 
production to the Machining Shop, the Machining Shop delivered completed parts 

 Jiro Iwaoka's recollection is as follows: 
17

Interviewer: Where did this idea come from? It's something that Kiichiro thought of himself, isn't it? 

Iwaoka: Yes, he thought it up himself. If Just-in-Time could be put into operation like clockwork, 
production could proceed according to plan with extremely low losses. He told us to implement it across 
the board. I was responsible for the entire Machining Plant, so I strictly regulated everything down to the 
material storage sites. For example, if we were to machine 20 engine blocks in one day, then only 20 
would be made available with no access. That's why we also managed the warehouses. It even led to 
arguments. The other processes had no place to store things, so there was no storage inventory 
available at the plant. Even when we asked another process to store things for us, they would flat out tell 
us they could not. Kiichiro was constantly walking around the plant, discarding all excess materials. 
However, no matter how hard we tried, there were machining and material defects. When we would talk 
to those responsible for the previous process to get replacement parts, they'd tell us they had already 
given us ten, and that they don't have any left. We'd sharply reply that they should take responsibility, 
because they were the ones who gave us the faulty parts. The problem was that we couldn't move to the 
next process until those parts were supplied. Even if we completed engines under these situations, we 
could only deliver a determined number to the next process each day. It's the same as the kanban 
system used today.

Interviewer: That was at a very early stage-around the time the Koromo Plant was established?

Iwaoka: Yes, it was right around then. He was using the slogan 'Just-in-Time' even before we shifted 
production to the Koromo Plant.

Interviewer: Did such a production system exist at the Kariya Plant?

Iwaoka: It didn't go as far. It was a process of trial and error until the system was formed ('Record of 
interview of Jiro Iwaoka, March 23, 1966' A Forty-Year History of Toyota (1), p. 74).



corresponding to the raw blanks that it received to the Assembly Shop, and the 
Assembly Shop produced only that number of complete vehicles. When the planned 
quantity was manufactured and delivered to the next process, that department shut 
down its line. Kiichiro proposed a revolutionary management system that did not use 
transfer slips, but it took a long time for the ideas to be understood. 
18

As a result, for the time being, the Goguchi production control system (discussed 
below) was used for production management. Regulation was tightened during 
wartime, and a rationing system was implemented for automobile production materials 
in 1939, making it impossible to acquire just the necessary materials in just the 
necessary volumes, and just when they were necessary. Later, Just-in-Time production 
initiatives were unavoidably suspended.


The Just-in-Time concept was not fully realized until 1954 when the ‘supermarket 
method’ was proposed. This was the idea of having subsequent processes take what 
they need from the earlier processes. The kanban was proposed as a tool for carrying 
this out, and it is referred to as the ‘Kanban system’.


The name has undergone various transformations, but the fundamental concept of 
Just-in-Time remains the same, and with the concept of jidoka (‘automation with a 
human touch’), it is one of the two core elements of the Toyota Production System.


Item 6. Goguchi Production Control System 
Adopted

As explained, it took considerable time to change employee awareness for the Just-in-
Time system to take root. For this reason, the Goguchi production control system -

 Kiichiro Toyoda considered using the Just-in-Time production system at the Koromo Plant from an 18

early stage and made the following statement:  "We decided to make major organizational reforms when 
we transfer functions to the Koromo Plant, and we have been conducting employee training concerning 
the reform from one year in advance. Only by relocating to Koromo can we have an organization that is 
suitable for automobile manufacturing plant. However our existing practices have been quite bad, and I 
am afraid that it will take a very long time for practices under the new organization to become 
established and for employees to become true automaker workers" ('Request concerning Transfer to the 
Koromo Plant and New Products', Toyoda Kiichiro Bunsho Shusei, p. 265).



which had streamlined the Goguchi  system from around the time of the Kariya 19

automobile assembly plant-was adopted as an alternative.

The Goguchi production control system treats a certain volume of products as one unit 
(one group) and uses a serial number to manage the progress of production for each 
group. Tentatively, the first group of 10 products completed on a given day was called 

 The term Goguchi was later used in various forms including Goguchi production, Goguchi line, and 19

Goguchi prototype. It can be said that the Goguchi production control system was firmly established.

The plant layout conforms to the flow of work



the No. 1 Goguchi, the second group was called the No. 2 Goguchi, and so on, making 
it possible to determine which process each group is in.


Operations at the Kariya Plant used a group effort system, and each shop at the work 
site had its own administrative office. Production units were determined by the 
administrative office for each shop and decentralized management was performed, 
and as a result, the Goguchi production control system was implemented at each shop 
and units were not consistent throughout the plant.


At the Koromo Plant, processes were designed based on the assumption that Just-in-
Time would be introduced and the plant layout was tailored for flow production. This 
meant that operation of the Goguchi production control system could be streamlined. 
Rather than managing on an individual plant-level like at the Kariya Plant, work units 
and group quantities were unified throughout all processes and a uniform control 

Casting of a differential case on a casting line with roller conveyors in the 
casting plan



system was adopted for the entire plant. For example, if the No. 1 Goguchi and No. 2 
Goguchi, each consisting of 10 vehicles, were to be completed on a given day, groups 
of 10 of each part necessary for assembly were referred to as the No. 1 Goguchi and 
No. 2 Goguchi, and production progress was managed in each process.


The Goguchi production control system aimed to create overall flow production based 
on the final assembly line by coordinating the production of each part with the final 
assembly line. The system could not be expected to operate entirely smoothly under a 
restricted economy as a result of unstable supplies of materials, and it was also 
necessary to modify the system according to changes in production status.


Although they made their starts under unusual circumstances resulting from wartime 
and faced a variety of issues, the basic concepts of the Goguchi production control 
system and Plant layout based on Just-in-Time became the foundations of the later 
Toyota Production System.


Body assembly line at Koromo Plant



Model AA passenger car body on the final assembly line at 
the Koromo Plant



Item 7. Reforming and Improving Vehicle Quality

When a defect occurs in an automobile, it is necessary to quickly correct the problem, 
modify the design, and replace the original part. In order to minimize losses from 
disposing of the original parts, it is desirable to maintain small inventories and work in 
progress. Kiichiro Toyoda's goals in proposing Just-in-Time were to reduce inventories 
of parts between processes, cut the time needed for raising vehicle quality, and lower 
expenses.


When improvements were made to vehicles at the Toyoda Automatic Loom Works 
Kariya Plant, not only were substantial losses incurred from discarding inventories of 
parts, it took nearly one year for improvement proposals to be implemented. Even so, it 

Article on the improved Model GB truck



was nearly impossible to supply the improved service parts. Kiichiro believed that the 
cause of these problems was the lack of a developed plant organization (production 
system). The Toyoda Automatic Loom Works plant carried out both loom and 
automobile production, but the priority was placed on manufacture of loom parts and 
automobile parts necessarily took a back seat.

The plant had large parts inventories because automobile parts were manufactured in 
batches when production was possible. As a result, when part designs were modified 
to make improvements, the inventories of existing parts had to be discarded, resulting 
in substantial losses.  In addition, production of prototypes and commercialization took 
considerable time, and it took nearly an entire year before improvement proposals for 
design modifications could be implemented. Moreover, for each vehicle, 5 to 7 service 
parts with modified designs were necessary, but production could not be conducted in 
time, and it was nearly impossible to supply the parts. 


Kiichiro expected to eliminate these problems and rapidly improve vehicle quality when 
the Koromo Plant was completed, but the actual conditions were quite different. 
20

Number of problems with Toyota vehicles of the time were pointed out: 1) engine 
overheating, 2) weak front springs, 3) differential gear susceptible to breaking, 4) 
strange noises produced by the transmission, 5) difficulty steering, and 6) Babbitt metal 
burning. Kiichiro planned to resolve all of these problems at once and produce new 
vehicles at the Koromo Plant.


 Kiichiro made the following statement concerning vehicle quality at the time.  "The vehicles we are 20

now producing are by no means satisfactory to consumers. We have received internal criticism about 
many small things, but we explained it away by saying that this has been unavoidable as the Kariya Plant 
has been engaged simply in prototype production and that problems will be steadily improved as we 
relocate to Koromo and begin large-scale mass production....

"However, the first vehicles produced following completion of the Koromo Plant defied expectations and 
were of low quality....  "It was hard for me to bear the fact that Toyota was complacently producing such 
low quality vehicles. I felt guilty for many years and lived the difficult life of an outcast. I want to finally 
escape from that burdensome life and now produce vehicles that allow me to walk openly in the 
sunshine and repay society....  "We want to make our fullest efforts to improve vehicle quality and create 
vehicles as quickly as possible that are not only "not inferior" to foreign cars-but perhaps even 
better" ('Determination for the Fifth Term', Toyota Anthology internal newsletter, No. 2, June 1939).

According to breakdown and repair data concerning domestic and foreign trucks (as of November 1938; 
Military Vehicle Repair Status on the Battlefield and Table 1, Kikai oyobi Denki Vol. 5, No. 2, February 1, 
1940, p. 41 and p. 46), each 'T' vehicle (presumed to be a Toyota vehicle) had an average of 2.12 
breakdowns, lower than the 2.30 to 2.57 breakdowns of other domestic and foreign vehicles, indicating 
that Kiichiro's feelings of guilt and his assent as an 'outcast' may have been excessively harsh.



The new Model GB truck discussed below, however, also had a number of problems 
that needed to be addressed. Toyota Motor Co., Ltd. made numerous efforts including 
switching to internal manufacture of parts, modifying designs, and improving materials 
and manufacturing methods, and slowly the problems were eliminated.


Item 8. Model B Engine, Model GB Truck Developed

In about October 1937, when the Model GA truck had been proved that it could 
withstand a certain degree of use, vehicle improvements were completely suspended 
and all efforts were directed toward construction of the Koromo Plant. In conjunction 
with the completion of the Plant, engines and vehicle series were completely updated.

The Chevrolet engine that was used as a model for development of the A engine was 
later improved and the output increased, so development of a new engine for Toyota 
vehicles was also undertaken. The design of A engine used imperial measurements to 

Endurance testing of the B engine



ensure compatibility with Chevrolet engine parts so service parts could be used. At 
around this time, the construction plan for the Koromo Plant was adopted and 
concerns regarding supplies of service parts were eliminated, so a decision was made 
to conduct new engine design using metric units with the premise that the new engine 
would use Toyota vehicle parts only.


Work on the design of the new engine started in about May 1937 and was completed 
in about October. Prototype production of the new engine, known as the B engine, 
began and full-scale production started with the completion of the Koromo Plant in 
November 1938. The main specifications and areas of improvement leading to the B 
engine are shown in Table 1-6.


TABLE 1-6. COMPARISON OF THE B ENGINE (1939) SPECIFICATIONS WITH THE A ENGINE 

Item B Engine A Engine
Model → Inline 6-cylinder, overhead valves
Diameter (bore) 84.14 mm 35/16 in (84.14 mm)
Travel (stroke) 101.6 mm 4 in (101.6 mm)
Cylinder volume 
(exhaust volume) 3389 cc 206.8 in3 (3,389 cc)

Compression ratio 6.0:1 5.42:1
Actual hp 75 hp 65 hp

Model B engine



Sources: Toyota Vehicle Handling and Repair Methods,' February 1, 1940; Streamline, issued February 1, 
1939, pages 42-45; 'Anatomy of Domestically-Produced New Toyota Trucks', Ryusenkei, February 1, 
1939, pp. 42-45.


Note: The 'Toyota Vehicle Handling and Repair Methods' issued on March 1, 1940 indicated improved 
specifications with maximum output of 78 hp.


The B engine was used on the Model GB truck (released in 1939, an improved version 
of the Model GA truck), the Model AA passenger car (1939), the Model AC passenger 
car (1943, an improved version of the Model AA), the Model KB truck (1942), the Model 
KC truck (1943), the Model BM truck (1947), the Model BX (1951), and other vehicles. 
Maximum output was increased from 75 hp to 78 hp, and it was further improved to 85 
hp in 1953. The B engine was produced until the end of 1956, when it was replaced by 
its successor, the F engine.


The Model GB truck equipped with the B engine was launched at dealers nationwide 
on January 15 and 16, 1939. At the time of the development, improvement to the 
Model GA truck was suspended to focus on the Model GB truck, and the 
improvements to the GA were reflected in the GB. Production of the Model GA truck 
continued until September 1940 to use up inventories of parts.

Various improvements to the Model GB truck included the steering worm gear 
(improved machining precision), the front springs (improved strength), the spring 

Torque 22.0 kg-m 140 ft-lbs (19.4 kg-m)
Crankshaft bearing 
parts 4 3

Material of bearings Special cast steel Carbon steel (forged)
Camshaft bearing 
parts 4 3

Material of bearings Special cast steel Carbon steel (forged)

Intake valve 40 mm diameter, 30-degree 
seat angle

11/2 in diameter (38.1 mm), 45 
degree seat angle

Exhaust valve 38 mm Diameter, 30-degree 
seat angle

113/32 in (35.72 mm), 45-degree 
seat angle

Cooling equipment
→
78 mm rotor diameter, 8-vane 
centrifuge pump, 19.7 liter 
coolant capacity

Force-feed circulating water-
cooled, 69 mm diameter rotor, 4-
vane centrifuge pump, 15.7 liter 
coolant capacity

Water jacket Full cylinder length Part of the cylinder

Oil supply equipment
Gear-type oil pump, pressure 
delivery, airborne droplet 
spray, jet-injection

Vane-type oil pump, pressure 
delivery, airborne droplet spray



hangers (improved strength), and adoption of an X member frame (increased frame 
rigidity). The specifications of the Model GB truck chassis compared to the Model GA 
are shown in Table 1-7.


TABLE 1-7. SPECIFICATIONS OF THE MODEL GB TRUCK (1939) 

Sources: 'Toyota Truck Specification Sheet' (model GA: 1937; Model GB: 1939), Toyota 
Truck catalog.

Model GB Truck Chassis Model Gab Truck Chassis

Engine Type B (3,389 cc, 75 hp) Model A (206.8 in3 (3,389 cc), 65 
hp)

Wheelbase 3.609 m 1411/2 in (3.594m)

Length 5.786 m 237 in (6.02m)

Width 2.051 m 803/4 in (2.050m)

Empty weight 1,720 kg 2,936 lbs (1,332 kg)

Announcement of the Model GB Truck at the Tokyo Toyota Motor Co., 
Ltd. head office



The GB truck was a substantial improvement from the GA truck, but there were still 
problems with the performance, and the efforts to improve the performance were as 
discussed above.


Item 9. Introduction of the Metric System

In conjunction with the start of operations at the Koromo Plant, a switch was made 
from the imperial measurement system (inches and pounds) to the metric system 
(meters and grams).


The Revised Weights and Measures Law was promulgated on April 12, 1921 (went into 
effect July 1, 1924), and Japan adopted the metric system. At the time, however, the 
traditional Japanese system (which measured length in shaku and weight in kan) was in 
widespread use in daily life, and the imperial system, which had been introduced with 
British and American machinery, was commonly used in manufacturing industries.


Truck specifications converting inches to meters



When Toyoda Automatic Loom Works, Ltd. began manufacturing automobiles, workers 
came from many different fields, and they arbitrarily used the Japanese measurement 
system with which they were most familiar. At the plant, inches were used alongside 
sun, bu and other Japanese units of measurement were used, with 1 inch being 
referred to as 1 sun, one-eighth inch called 1 bu, and one-sixteenth inch called 5 rin. 
Therefore it was necessary to be very certain concerning measurements.


By switching measurement systems from imperial to metric, it became impossible to 
use earlier parts.  At the same time, jigs, tools, and gauges were replaced, and it was 21

necessary to re-create all drawings. This was a massive job that required considerable 
labor and expense, but Kiichiro said, "If the automotive industry continues using 
inches, the nation will suffer extreme loss... It would be inexcusable to the citizenry of 
the future if we did not adopt the metric system, no matter what the sacrifice".


 Kiichiro Toyoda said the following concerning the reasons for switching to the metric system:  "We 21

switched from the inches that we had used until that time to the metric system. In other words, we 
changed from the measurement units used in England and the United States to the Japanese way of 
using the metric system. This meant not only that previous parts would no longer fit and that we would 
not be able to produce the earlier parts, but also the materials that we had been using would no longer 
be useful-it was necessary to replace various jigs, tools, and gauges, resulting in substantial 
losses....Aircraft are being developed with the metric system, and if the automotive industry-which is 
treated with an equivalent stature-continues using inches, the nation will suffer a disadvantage. Recent 
graduates were educated under the metric system, and it would be extremely wasteful for the 
automotive industry to continue using inches with the youth who will be the leaders of tomorrow. It 
would be inexcusable to the citizenry of the future if we did not adopt the metric system, no matter what 
the sacrifice" ('Request concerning Transfer to the Koromo Plant and New Products', Toyoda Kiichiro 
Bunsho Shusei, pp. 273-274).



Section 5. Wartime Research 
and Production 

Item 1. Establishment of the Battery Research 
Laboratory and the Toyoda Physical and Chemical 
Research Institute

In accordance with Sakichi's final wishes, Kiichiro Toyoda undertook research and 
development on secondary batteries.


In 1925, Sakichi Toyoda donated prize money to the Imperial Institute of Invention and 
Innovation for invention of a secondary battery, and in August 1935, the Institute 
conducted the Third Secondary Battery Invention Contest based on the Ideal Battery 
Million Yen Contest proposed by Sakichi. The title of the prize was "invention of a non-
lead-acid battery with low mass per 1 kilowatt capacity and collision durability". The 
deadline for submissions was November 4, 1936, and the first prize was 5,000 yen. 
The first and second contests resulted in considerable progress in lead-acid batteries, 
and as a result, the third contest sought entries of non-lead-acid batteries.


Based on these research and development results, following the creation of the 
Shibaura Laboratory, the Battery Research Laboratory was established in 1939 and 
research on batteries for electric vehicles was commenced. The Center acquired 
patent rights for the lead storage battery invented by Dr. Daizo Nukiyama, Takeo 
Chiku4, and Kyosuke Kinoshita from the Imperial Institute of Invention and Innovation 
and works on manufacturing electric vehicle storage batteries began at the Tokyo 
Shibaura Plant.5 The research activities of the Center were taken over by the Toyota 
Physical and Chemical Research Institute, which sought to improve the performance of 
electric vehicle storage batteries through research and production.


In September 1940, a three-story building and complete facilities used by the Battery 
Research Laboratory were provided and the Toyota Physical and Chemical Research 
Institute was established. The purpose of establishing the Institute was to promote and 
develop science and technology unique to Japan and to contribute to the 



advancement of scholarship and industry. The Institute achieved many significant 
research results including development of a technique for manufacturing large crystals 
of Rochelle salt, storage batteries, and a direction finder, and patents were attained 
and commercial products released with respect to some of them. In the post-war 
period, however, independent research activities had to be curtailed because of 
inflation.


Kiichiro believed practical technology and academic research were deeply intertwined 
and that technology would advance. This attitude was handed down and led to the 
establishment of Toyota Central Research & Development Laboratories, Inc. (November 
3, 1960) and Genesis Research Institute, Inc. (June 11, 1996). Both of these 
organizations made significant contributions to the development of new technology.


Item 2. Diesel Engine Research

A layout plan of the Engine Test Shop on a diagram of the Koromo Plant test shop 
machinery placement prepared in March 1938 indicated the presence of a Krupp diesel 
engine and a Junkers diesel engine test bench. This suggests that diesel engine 
research had begun no later than the completion of the Koromo Plant.


The German-made Junkers diesel engine was an aircraft engine with an extremely 
unique structure: each cylinder was equipped with two pistons that operated in 
opposition to each other. The Krupp diesel engine was a Junkers engine modified for 
automobile use.


An article that ran in the September 1939 issue of the Ryusenkei, a Toyoda PR 
magazine, quoted Kiichiro Toyoda saying with respect to diesel engine research, "We 
are in the midst of many years of painstaking research, but we are beginning to see 
results and we are now conducting prototype research". In addition, the August 1939 
issue of Kogyo Hyoron magazine reported, "Toyota Motor Co., Ltd. has long focused 
on the future potential of diesel automobiles and conducted prototype research in 
secret with the aim of creating its own vehicle modeled on the Junkers diesel vehicle. 
Toyota has now seen to the completion of the prototype and various rigorous 
performance tests are being conducted with a formal announcement planned for 
October [1939]".




The diesel vehicle, however, was never put on sale.3 A request was made by the 
industry and government agencies for restraint because of 'excessive competition', 
and there was no opportunity to launch a diesel vehicle.


Item 3. Research on Alternative Fuels

Demand for automobiles in Japan started to increase rapidly following the Great Kanto 
Earthquake in 1923, and automobile ownership exceeded 100,000 vehicles by the end 
of August 1933. As a result, gasoline consumption also grew quickly, and securing fuel 
became a major problem. In 1934, when Toyoda Automatic Loom Works, Ltd. began 
producing prototype automobiles, Japan relied on imports for 80 percent of its crude 
oil, and when imports of refined petroleum products are included, 86 percent of all 
petroleum products demand was imported. Oil is a strategic material, and restrictions 
were imposed following the Manchurian Incident in 1931. The Petroleum Industry Law 
came into effect in July 1934, and oil refining and importing became licensed 
businesses.


In response to these developments, extensive research was conducted on fuels that 
could take the place of gasoline, and research on electric vehicle storage batteries and 
diesel engines was also performed as a part of those efforts. Among the alternative 
fuels considered were charcoal, wood, Coalite (semicoke; a low-temperature 
carbonization byproduct of coal), charcoal briquettes, anthracite, brown coal, acetylene 
gas (carbide), natural gas, alcohol, etherified alcohol, and man-made oil. Of these, the 
Ministry of Commerce and Industry provided a subsidy (up to 300 yen) from 1934 to 
users of gas generating devices that used charcoal and wood.


In the Automotive Department of Toyoda Automatic Loom Works, Kichihei Miki, the 
inventor of a wood gas generating furnace, conducted research at the Shibaura 
Laboratory starting in 1936. According to an article authored by Miki and entitled 
'Wood-Burning Vehicles and Coal-Burning Vehicles', a fully-loaded 2-ton truck driven 
100 kilometers consumed 20 to 25 liters of gasoline (4 to 5 kilometers per liter) or 40 to 
50 kilograms of wood (2 to 2.5 kilometers per kilogram), indicating that 1 liter of 
gasoline was equivalent to about 2 kilograms of wood. One can of gasoline (18 liters) 
cost 1.8 yen, while 3,750 kilograms of wood cost 30 yen, and if the truck were driven 
100 miles (160 kilometers) each day, over the course of the year, the gasoline would 
cost approximately 1,500 yen while the wood would cost approximately 250 yen, a 
savings of 1,250 yen annually by using wood.




In about 1936 when Miki began his research at the Shibaura Laboratory, charcoal-
powered vehicle technology was undeveloped and could not produce adequate 
output, but as a result of subsequent advances, performance improved substantially. 
The July 1939 issue of Ryusenkei publicity magazine reported in an article entitled 
"Charcoal-Powered Vehicle Quality Improves" that a coal-fueled vehicle performed well 
in tests conducted by the Ministry of Railways. Toyota Motor Co., Ltd. continued 
research on charcoal gas generating furnaces and produced a prototype model AX 
charcoal gas generating furnace in February 1945.


Meanwhile, anhydrous alcohol, an alternative fuel, was combined with gasoline in a 10 
percent mixture starting in July 1938. In response, Toyota Motor Co., Ltd. developed a 
timing device that appropriately adjusted the ignition timing for gasoline mixed with 
alcohol and obtained a patent in February 1940.


Model GB truck with P separation type gas generating device (delivered 
to the Ministry of Railways)



Item 4. Research on Forge Processing Technology

Kiichiro Toyoda anticipated that as advances were made in casting technology, cast 
components would replace forged components. Therefore, when the Koromo Plant 
was constructed, investment in forging facilities was limited. Kiichiro explained his 
reasoning as follows:


I am ashamed to say that we are still using a primitive method. The 
workers are quite used to the processes, so even if the methods are 
primitive, the products themselves are fairly accurate... I had research 
conducted on forging machines and one-heat process forging in 
preparation for mass production, but the workers were rather 
unenthusiastic, and as a result the design of the Koromo Plant used the 
old style. 

Advertisement for a Toyota dealer selling gas generating devices



The "primitive method" that Kiichiro refers to was hammer forging, which indicates 
production methods such as those using free hammer and stamping hammer with a 
forging die. The forging machinery installed at the Koromo Plant included not only 
hammer forging equipment, but also forging machines that perform die forging. The 
latter is a type of horizontal press known as an upsetter and is used to machine the 
ends of long materials to form rear axles and other components.


However, the workers were not accustomed to the upset forging machinery 
manufactured by Eumuco in Germany, and initially it was not used. Later, when it was 
learned that the dies for three processes could be arranged and three-step formation 
performed with a single heating, the workers recognized the efficiency of one heat 
forging and started using the upset forging equipment in 1940.


Eumuco upset forging machine installed in 1938



Item 5. Research on Alternative Steel

Nickel supplies became extremely tight across the globe as a result of the outbreak of 
the Second World War in September 1939 and exports to Japan were interrupted. As a 
result, the Ministry of Commerce and Industry issued regulations on August 20, 1940 
restricting the use of nickel, and emergency standards on alternative steels that use 
limited amounts of nickel were adopted. Alternative steels were manufactured within 
Japan based on those standards.


On March 19, 1941, the Machinery Materials Department of the Japan Society of 
Mechanical Engineers and the Automotive Steel Materials Research Center of the Iron 
and Steel Institute of Japan held a combined symposium to discuss alternatives to 
nickel chrome steel with a focus on automotive steels. During the meeting, the use of 
chrome molybdenum steel in place of nickel chrome steel was discussed.


The United States also experienced a nickel shortage, and the American Iron and Steel 
Institute issued a pamphlet entitled 'Possible Substitutes for Nickel Steels' as a 
countermeasure. Kiichiro submitted an abstract of an article on this problem for the 
June 1942 issue of Journal of the Japan Society of Mechanical Engineers. In this way, 
research on steels was conducted by making reference even to foreign publications.


Toyota Motor Co., Ltd. conducted research on heat treatments of each steel type with 
the aim of switching to a different steel. Specific areas of research included the 
transformation temperature, quench hardening ability, tempering ability, and other 
characteristics of steels with different compositions and properties depending on the 
temperature, the effects of different masses on quenching hardness and depth 
according to the size and thickness of the material, quenching deformation, and so on. 
In 1941, a switch was made from nickel chrome steel to chrome molybdenum steel.


Later, molybdenum also became scarce, and it became necessary to switch from 
chrome molybdenum steel to chrome steel. This problem was resolved around 1943. 
Research was also conducted on switching from alloy steels to carbon steel for some 
components, and a shortage of chrome steel necessitated testing on the practicality of 
switching to all-carbon steel.


As a result of this research, the properties of various steels were determined, making it 
possible to use the steel best suited for the application. Although they were first 



referred to as alternative steels, when used in appropriate applications, they were no 
longer simply alternatives.


Item 6. Truck Production and the Steel Shortage

In 1935, when the Automotive Department of Toyoda Automatic Loom Works, Ltd. 
launched the G1 truck, Japan's annual domestic steel production amounted to 3.81 
million tons (3.74 million tons of regular steel, 70,000 tons of special steel). Most of the 
raw material for Japan's iron and steel production was provided from scrap metal, the 
consumption of which reached 2.98 million tons in that year. The industry relied on 
scrap metal imports of more than one million tons a year from the United States, but 
these were interrupted in 1940, sparking an increasingly serious iron and steel shortage 
in Japan. The pre-war, mid-war peak of iron and steel production was reached in 1943, 
with 7.65 million tons, for which 4.17 million tons of scrap metal was consumed (99 
percent from domestically-produced sources).


Article on substitutes for nickel steels in Automotive Industries, an 
American publication



In addition to this quantitative shortage, steel for automotive use also faced major 
problems in terms of quality. Aware of the importance of steel materials, Kiichiro 
Toyoda's initial policy was to establish a steelworks to carry out research and 
development into steel materials; when successful development of the necessary steel 
varieties was assured, their production would be commissioned to a specialist steel 
manufacturer. However, the material produced by steel manufacturers-who used scrap 
metal as their main raw material-was contaminated with surplus alloy constituents, so 
that the composition and properties of the steel varied between different manufacturers 
even for a steel variety of the same specification. Dimensions and shape were also 
subject to variation, making it unsuitable for mass production.


Therefore, if Toyota wanted to obtain steel material of confirmed quality, it would have 
to produce it in its own steelworks. In Kiichiro's opinion, the mass production of good 
quality automobiles required steel material of good machinability and excellent 
durability. 
22

In 1939, to cope with increased production at Toyota Motor Co., Ltd., the Steelmaking 
Department of Toyoda Automatic Loom Works took steps to increase production 
capacity: using space freed up after the completion of the Koromo Plant, two 
additional 4-ton electric furnaces were installed, which began operation in May of the 
same year.


As mentioned previously, from January 1940 until the end of the year, the steelworks 
was under the guidance of the engineer Louis Henry Berry. In spring of that year, 
Shoichi Saito, Manager of the Auditing and Improvement Section, was posted to the 
steelworks, where he worked as interpreter and assistant to Berry, and in six months 
learned about grain size and other aspects of steel manufacturing technology.


After listening to advice from Berry, Kiichiro came to realize that the purity of the steel 
manufacturing raw material was an important factor. To obtain pure raw material for 

 In about 1941, Kiichiro Toyoda made the following statement regarding steels: "Toyota faced extreme 22

difficulties with materials, and we had no choice but to expand our steelmaking plant. Construction is 
now underway, and I believe that this will resolve the problem in the form, but I have doubts about the 
extent to which we will be able to manufacture materials with good machinability and durability. We have 
even hired foreigners and conducted research for some time, but we have been unable to solve 
materials problems" ('Resolve for the Completion of the Automobile Industry', April 25, 1941, Toyoda 
Kiichiro Bunsho Shusei, p. 374).



steelmaking rather than scrap metal contaminated with other constituents, Kiichiro 
therefore sent Saito to mainland China in September 1940 on an investigative mission. 
At the same time as researching pure raw materials for steelmaking, Kiichiro explored 
various strategies to deal with the raw material shortage, but resolving the absolute 
shortage of steel materials proved difficult.


Truck development and production thus proceeded against a background of 
insufficiencies in both the quality and the quantity of steel material. In January 1940, 
the GB truck was upgraded. Among the improvements were an increase in engine 
output from 75 hp to 78 hp, improved engine cooling efficiency, and enhancements in 
the suspension area.


Meanwhile, the Ministry of Commerce and Industry's Automobile Technology 
Committee (established in August 1939), which was working on the creation of 
standard vehicle specifications, called for an increase in truck load capacity. In 
response, Toyota Motor Co., Ltd. took the decision to develop a new truck model 
based on a substantial upgrade of the GB truck. In March 1942, it began production of 
the KB truck with a 4-ton load capacity.


On July 14 of the next year, 1943, the Automobile Technology Committee officially 
decided the specifications of a wartime truck. Based on these specifications, Toyota 
Motor Co., Ltd. developed the KC truck and used it to replace the KB in November of 

4-ton Model KB truck



the same year. To adapt to the steel shortage, the design of the KC truck achieved a 
saving of around 30 percent (260 to 300 kilograms) in the use of steel material 
compared to previous trucks. The chassis specifications of the KB and KC trucks are 
shown in Table 1-8.


The Model KC truck with steel-saving specifications

The Model KC truck catalogue (1943)



TABLE 1-8. SPECIFICATIONS OF THE MODEL KB AND MODEL KC TRUCK CHASSIS (1943) 

Sources: 'Toyota Truck Specification Sheet' (model KC), Toyota Truck Wheelbase 4.00 m 
catalog, 1943.  Excerpted from '2602 Toyota Truck Specification Sheet' (model KB), 
Toyota Truck Wheelbase 4.0 m catalog, April 1942.

Elsewhere, research was progressing into the use of steel-plate to replace the 
brassplate used for engine cooling, which was confirmed to be possible around 1940 
from the results of heat conduction tests. The need to use steel-plate as a replacement 
arose from the still more serious shortage of copper alloy.


Item 7. Production Outside Japan

On July 15, 1936, four units of the GA truck, developed as an upgraded version of the 
G1 truck, were loaded at Nagoya Port onto a ship bound for Manchukuo (now 
northeastern China). This, the first export of a Toyota vehicle, came only eight months 
after Toyoda Automatic Loom Works had announced the launch of the G1 truck.


Later, in February 1937, to respond to increased demand in mainland China, a repair 
plant was established in Shanghai and automobile repair operations began. Following 
the establishment of Toyota Motor Co., Ltd., the plant was taken over by the newly 
formed company and became the basis for the construction of a vehicle assembly 
plant completed in May 1939, the Shanghai Plant, where assembly production of the 
Toyota GB truck was carried out. In February 1942, the Shanghai Plant became an 
independent entity with the establishment of Kachu Toyoda Jidosha Kogyo, a company 
capitalized at five million yen. The new company expanded the plant and began local 
production of parts.


The Tianjin Plant was established in January 1938 and began operating as an assembly 
and vehicle body manufacturing plant from April 22 of the same year. In addition to 

Model KC Truck Chassis Model KB Truck Chassis
Engine Type B (3389 cc, 78 hp) Type B (3389 cc, 78 hp)

Wheelbase 4,000mm 4,000mm

Length 5,715mm 6,150mm (total vehicle length)

Width 2,067mm 1,980mm

Empty weight 1,680kg 1,865kg



assembly production of the Toyota GB truck and Toyota bus chassis, the plant 
undertook production and repair of a range of vehicle bodies as well as sales of 
vehicles manufactured by other Japanese companies, foreign-made vehicles, and 
associated vehicle parts. Subsequently, with the aim of establishing self-sufficiency in 
the supply of parts, the Tianjin Plant was spun off as an independent company: 
following an injection of external capital, Hokushi Jidosha Kogyo was established on 
February 20, 1940. The company installed new casting, forging, heat treatment, and 
machining plants at the Tianjin Plant, and, in addition to local parts production, took on 
responsibility for automotive research and development tailored to conditions in 

mainland China. The company's head office was located in Beijing.


On May 1, 1944, at the request of the military, Hokushi Jidosha Kogyo merged with the 
Automotive Department of the nationalized Kahoku Transport Company to become the 
Kahoku Jidosha Kogyo. In addition to manufacture of vehicles and vehicle parts, the 

Loading a ship for early exports



company's operations included vehicle maintenance and upgrading. To promote 
independent vehicle manufacturing operations, the company worked to strengthen the 
system of self-sufficiency in parts supply at the Tianjin Plant.


In 1942, to respond to increased demand for vehicle repair in southern China,  In 1942, 
to respond to increased demand for vehicle repair in southern China.


Item 8. Prototype Production of a Range of Vehicles

Prototype Production of EA Small Passenger Car 
In 1936, a unit of the DKW compact passenger car (front-wheel drive) bought in 
Germany by Kazuo Kumabe, an assistant professor of the Tokyo Imperial University 
Faculty of Engineering, was delivered to the Shibaura Laboratory. The Automotive 
Department of Toyoda Automatic Loom Works decided to disassemble and sketch the 
vehicle and make drawings of it, with Eiji Toyoda in charge of the engine and Higuma 
Ikenaga in charge of the suspension and other parts. This led to the prototype 

Assembly of the Model GB truck in Shanghai



production of the EA small passenger car, which began in a section of the Kariya 
Assembly Plant from around June 1937.


When assembly was later transferred to the Koromo Plant, the prototype vehicle was 
left untouched at the Kariya Plant for a time, but in 1940 it was decided to produce 
engines and chassis at the plant's electrical components plant. For the vehicle body, a 
wooden model was created in the woodwork shop of an auto body plant also located 
at Kariya, and ten prototype units of the EA small passenger car were completed.


Meanwhile, the Tokyo Shibaura Plant developed the EB small passenger car by 
converting the EA into a rear engine/rear drive (RR) format, while the Kariya electrical 
components plant created the prototype of the EC electric vehicle using the chassis of 
the EA. The specifications of the EA small passenger car are shown in Table 1-9.


TABLE 1-9. SPECIFICATIONS OF THE E ENGINE AND MODEL EA COMPACT PASSENGER CAR 
(1940) 

Source: Toyota Motor Co., Ltd. Manufacturing Plan Vehicle List (Toyota internal 
document)

As the manufacture of compact passenger cars had been prohibited as of August 4, 
1938 by a notification of the Ministry of Commerce and Industry, these development 
projects progressed no further than the prototype stage. 


Item Description

Engine

Model 2-stroke, 2-cylinder
Bore 74mm
Stroke 68mm
Engine displacement 
volume

584cc

Maximum output 18HP/3,200r.p.m.
Wheelbase 2,610mm
Length 3,220mm
Width 1,300mm
Vehicle weight 650kg



Prototype Production of 'Shin-Nippon' AE Medium-
Sized Passenger Car 
Prototype production of the C-model medium-sized engine began in May 1937 and 
was completed in March 1939 (Table 1-10). This was a four-cylinder engine developed 
on the base of the six-cylinder B engine, with identical bore, stroke, and compression 
ratio to the B-model but a displacement volume of 2,258 cc, equivalent to two-thirds 
that of the B-model (3,389cc). The cylinder head, cylinder block, crankshaft and other 

Front-wheel drive and suspension equipment of the DKW 
vehicle, the model for the EA compact passenger car



parts could be processed using the same manufacturing facilities as for the B engine, 
and many other parts were also transferrable from the B-model without alteration.


During this period, in March 1938, the Ministry of Commerce and Industry requested 
the development of a medium-sized vehicle with a displacement volume less than that 
of the AA passenger car (around 2,400 cc) for the purpose of fuel conservation. As 
Toyota Motor Co., Ltd. was engaged at the time in the development of the C engine, it 
was decided in July 1938 to start work on the creation of a medium-sized passenger 
car fitted with this engine. Completed in September 1939, the prototype of this AE 
medium-sized passenger car was announced by the Automotive Technology 
Committee and achieved excellent performance in test runs covering a total distance 
of 1,500 kilometers.


Model C engine



In a public competition held from November 1, 1939, the AE medium-sized passenger 
car was named 'Shin-Nippon'. On January 18 of the next year, 1940, senior 
management from dealerships was invited to the Koromo Plant for a presentation and 
test ride of the Shin-Nippon.


As there were strict limitations on the production of passenger cars at the time, only 76 
units of the AE medium-sized passenger car were produced. In May of that year, in 
order to conserve steelplate, a BA model with a wooden body was developed and 17 
units were produced. The specifications of the AE medium-sized passenger car are 
shown in Table 1-10.


TABLE 1-10. SPECIFICATIONS OF THE C ENGINE AND MODEL AE MEDIUM-SIZE PASSENGER 
CAR (1940) 

Source: Toyota Motor Co., Ltd. Manufacturing Plan Vehicle List (Toyota internal 
document)

Item Description

Engine

Model Water-cooled, 4-cylinder, overhead valves
Bore 84.1mm
Stroke 101.6mm
Engine displacement 
volume

2,258cc

Compression ratio 6.4:1
Maximum output 50HP/2,800r.p.m

Wheelbase 2,500mm
Length 4,500mm
Width 1,730mm
Height 1,635mm
Vehicle weight 1,220kg



The "Shin-Nippon" AE medium-sized passenger car

BA passenger car (wooden body)



Kiichiro Toyoda Orders Prototype Research and 
Preparation for Production 
Despite the circumstance of restrictions on passenger car manufacture, Kiichiro 
Toyoda wished to promote technology development with a view to the future. On 
September 13, 1940, he therefore issued an order for research to be undertaken into 
prototypes and for preparations to be made for their production. The introduction to 
the order emphasized the need for technology development, declaring "Toyota 
anticipates that, as times change, a day will come when this type of production is 
required. We should therefore undertake research into prototype production". 
Specifically, a definition was given of the 'vehicle types that Toyota may produce in the 
future' (Table 1-11). Research progressed based on this order and, whenever there was 
an opportunity, passenger cars and special vehicles of the types outlined below were 
produced in prototype.


Table 1-11. Automobile Types Specified in the Prototype Research and 
Production Preparation Order (1940)

(1) Trucks

(2) Passenger cars (sedans and convertibles)

Chassis length Engine type
3.3 m (GB Truck) Current trucks with 75 hp
3.6m (GB Truck) 75 hp
4.0 m (4-ton capacity Model KB trucks) 75 hp or 85 hp
For lengthy cargo 85 hp

Chassis length Engine type
Large No. 1 (Model AA passenger car) 75 hp, phased reduction of vehicles 

currently in use
Large No. 2 (Model AC passenger car) 75 hp, newly-designed vehicles
Medium No. 1 (Model AE passenger car) 4-cylinder vehicles currently in prototype 

production
Medium No. 2 Special design 2,000 cc 6-cylinder 

vehicles, to be designed in the future
Medium No. 3 (Model BA electric vehicle) Battery-operated motor, currently under 

research
Small No. 1 2,000 cc 6 cylinders to be researched in 

the future and converted to 4 cylinders



1) Prototype Production of Large-Sized Model B and 
Medium-Sized BC-III Passenger Cars 

Plans for the Model B luxury large-sized passenger car were adopted in November 
1942 and the design was completed in May of the following year, 1943. The prototype 
of the large-sized Model B was completed and official test driving carried out in 
January 1944 (Table 1-12).


Small No. 2 (Model EA compact passenger 
car)

D.K.W., currently in prototype production

Small No. 3 (Model EC electric vehicle) Battery-operated motor, to be researched 
in the future

Large-sized Model B luxury passenger car



TABLE 1-12. SPECIFICATIONS OF THE LARGE MODEL B LUXURY PASSENGER CAR (1944) 

The medium-sized BC-III passenger car completed its design phase in November 1943 
and the prototype was ready in February 1944. The specifications of the BC-III are 
shown in Table 1-13.


Item Description
Engine Modified B engine (3,389 cc, 85 hp, compression ratio: 6.9:1)
Wheelbase 3,300mm
Length 5,750mm
Width 1,920mm
Height 1,825mm
Vehicle weight 2,200kg

Model BC-III medium-sized passenger car



TABLE 1-13. SPECIFICATIONS OF THE MEDIUM-SIZE MODEL BC-III PASSENGER CAR (1944) 

Note: The F engine was a modified version of the C engine.

2) Prototype Production of Electric Vehicle 
In accordance with Kiichiro's instructions, electric vehicle development began in 1940 
at the Kariya electrical components plant, where a non-combustion electric engine 
using glass-covered wires was produced in prototype. In August of the same year, an 
electric vehicle was completed which adopted the chassis of the EA small passenger 
car and was fitted with a storage battery made at the Tokyo Shibaura Plant and the 
non-combustion electric engine created in the electrical components plant. his 
prototype was called the EC electric vehicle and had a driving range of around 60 
kilometers per charge.


Item Description
Engine F engine (2,585 cc, 55 hp, compression ratio: 6.0:1)
Wheelbase 2,800mm
Length 4,645mm
Width 1,750mm
Height 1,650mm
Vehicle weight 1,400kg

Electric vehicle



In 1941, when Kiichiro became President of Toyota Motor Co., Ltd., electric vehicles 
became a research item under the direct control of the President and research 
continued at the electrical components plant. Using the BA passenger car chassis 
developed in 1940, six prototype electric vehicle units were produced fitted with a 
storage battery and electric engine produced in-house.


As discussed above, Kiichiro conducted research and development on storage 
batteries and motor, the key components of electric cars, and used these technologies 
to develop electric vehicles.


3) Prototype Production of Special Vehicles 
In December 1937, the Shibaura Laboratory in Tokyo started work on the design of the 
DC large-sized bus for mainland China. In November 1938, one prototype unit was 
completed, which was shipped to Tianjin in February 1939. This was a large-sized bus 
with special specifications, details of which are shown in Table 1-14.


Prototype Model DC large-sized bus shipped to Tianjin, China



TABLE 1-14. SPECIFICATIONS OF THE MODEL DC LARGE BUS (1939) 

Item Description
Model 6 wheels, all-wheel drive; rear double-axle 

four-wheel drive
Engine A engine (65 hp, equipped with 2 engines)
Wheelbase 5,000mm
Length 8,300mm
Width 2,400mm
Height 2,700mm
Track Front wheels: 1,950 mm; rear wheels: 

1,893 mm
Chassis weight 1,850kg
Total weight 6,050kg
Seating capacity: 42 passenger seats; towed vehicle: 42 

seats

The two engines used in the prototype Model DC large-sized bus



Source: Toyota Motor Co., Ltd. Manufacturing Plan Vehicle List, 'Former Tokyo Toyota 
Photo C (1/2)', 'Model DC Large Bus'(Toyota internal document); Ryusenkei, March 1939

In parallel with the development of the KC truck, the design of a modified version, the 
four-wheel drive KCY truck, began in October 1942. The prototype was completed in 
June 1943 and public road testing was carried out in August of the same year. The 
results were positive, but production was suspended after four units (Table 1-15).


TABLE 1-15. SPECIFICATIONS OF THE MODEL KCY FOUR-WHEEL DRIVE TRUCK (1943) 

Item Description
Model 4-wheel drive
Engine B engine (78 hp)
Transmission 4 forward gears, 1 reverse
Sub-transmission 2-speed variable
Wheelbase 4,000mm
Length 6,510mm

Model KCY truck with four-wheel drive



Source: Toyota Motor Co., Ltd. Manufacturing Plan Vehicle List (Toyota internal 
document)

A plough/ski-shaped four-wheel drive amphibious vehicle whose development was 
based on the KCY truck was produced between November 1943 and August 1944 in a 
run of 198 units. The chassis of the KCY four-wheel drive truck thus became the basis 
of subsequent Toyota all-wheel drive technology.


Width 2,210mm
Height 2,220mm
Vehicle weight 2,900kg

Plough/ski-shaped four-wheel drive amphibious vehicle



TABLE 1-16. SPECIFICATIONS OF THE MODEL AK10 SMALL FOUR-WHEEL DRIVE TRUCK (1944) 

Source: Toyota Motor Co., Ltd. Manufacturing Plan Vehicle List, 'Model AK10 Four-
Wheel Drive Truck'(Toyota internal document)

Item Description
Model 4-wheel drive
Engine C engine (4-cylinder, 2,258 cc, 50 hp)
Transmission 3 forward gears, 1 reverse
Sub-transmission 2-speed variable
Wheelbase 2,300mm
Length 3,360mm
Width 1,570mm
Height 1,800mm
Track Front and rear 1,300 mm
Vehicle weight 1,100kg
Load capacity 500kg

Model AK10 small four-wheel drive truck



In April 1944, work started on the design of the AK10 small four-wheel drive truck. In 
July of the same year, six prototype units were completed, but, just as preparations 
were under way for full-scale production, the war ended in defeat for Japan, and 
production plans were suspended. After the war, when it came to the development of a 
jeep-type all-wheel drive vehicle, the design technology of the AK10 and the remaining 
parts proved of great use (Table 1-16).


Item 9. Aircraft Development and Production

Helicopter Prototype Production 
While devoting efforts to the automobile business, Kiichiro Toyoda also retained a 
strong interest in the aircraft business. In 1936, he bought the French-made ultra-
compact aircraft 'Pou Du Ciel' ('sky louse') and brought it to the Tokyo Shibaura 
Laboratory for study by Eiji Toyoda and the aviator Bunzaburo Kataoka. As an evolution 
of the 'Pou' with its short takeoff distance, research was conducted into an autogyro 
with rotor blades. The goal was set of developing an aircraft that flew on the 
aerodynamic force provided by motor-driven rotor blades-in other words, a helicopter.


In 1937, aircraft research operations were relocated to Kariya. Here, along with aircraft 
engine research, prototype wooden propellers were created in a woodwork shop, and 
flight performance and other qualities were investigated with the propellers actually 
fixed to an aircraft.


In November 1938, with the start of operations at the Koromo Plant, work began 
immediately on the construction of the Aircraft Research Department. In spring of the 
next year, 1939, the laboratory was completed on a site close to the east gate of the 
Koromo Plant (close to the current site of the north wing of Office Building No.2), and in 
May, Kataoka-who was on a special short-term contract-officially joined the company 
and proceeded with research as a special research deputy chief responsible for aircraft 
research.


The prototype aircraft parts produced were fixed to a decommissioned naval K1Y 
training aircraft for performance tests, which were performed at the Koromogahara 
Airfield close to the Koromo Plant (close to the present site of the Motomachi Plant 
completed vehicle yards). Next, using a rotor designed by Professor Shiro Nukiyama of 
the Tohoku Imperial University Engineering Department, Takeaki Shirai carried out 
experimental measurements of buoyant force at the Aircraft Research Department 



using an actual engine to drive the rotor. Additionally, in 1941, a Beechcraft passenger 
biplane was acquired and its fuselage investigated. Lessons were learned from the 
fuselage design, which protected passengers from the wind pressure caused by the 
rotor.


K1Y training aircraft used for aircraft research



Production efforts proceeded based on this research, and in 1943 a prototype aircraft 
was completed, a two-seater small helicopter resembling the Sikorsky S-55 in external 
appearance.


The circular single flow motor that Sakichi Toyoda invented was passed on to Kiichiro 
in the form of rotary engine development. In a document entitled “Rotary Engine 
Production and Testing” written in the autumn of 1944, Kiichiro stated that “Sakichi 
Toyoda produced a steam engine known as a circular engine at the company’s current 
Sako-cho Plant 35 years before now”, but “making a rotary engine in the form of an 
internal combustion engine is extremely difficult”. When the rotary engine was 
designed, Toyota Motor Co., Ltd. also participated in the development of a gas turbine 
engine for aircraft and was responsible for manufacture of the combustion chamber.


The research by Sakichi and Kiichiro on the circular loom and circular single flow motor 
(rotary engine) was not brought to practical application, but the spirit of the research 
was passed on to many Toyota group companies such as Toyota Motor Co., Ltd.


Establishment of Tokai Hikoki Co., Ltd. 
On June 19, 1942, Toyota Motor Co., Ltd. and Kawasaki Aircraft Co., Ltd. received 
from Japan's Army Air Headquarters a proposal to establish an aircraft manufacturing 
company. This approach was motivated by observation of the automobile industry's 
mass production technology. The army's proposal envisaged the establishment of a 
new company to mass-produce aircraft engines in a joint venture between Toyota 
Motor Co., Ltd. and Kawasaki Aircraft.


In preparation for the establishment of the new company, Toyota Motor Co., Ltd. set up 
an aircraft department in the same month. On August 18, the Tokai Air Industry 
Company Founders' Meeting was organized jointly with Kawasaki Aircraft, and on 
December 18 an application for the establishment of Tokai Air Industry Company and 
associated business license was submitted to the relevant government authority, the 
Ministry of Communications, and to the Development Bureau of the Ministry of War.


On December 29, 1942, the army (which was in a hurry to build a plant) answered that 
the need to create a company was established. In response, a general meeting for the 
establishment of the Tokai Air Industry Company was held on February 18, 1943. On 
March 15, a provisional aircraft manufacturing business license was granted by the 
Aviation Bureau of the Ministry of Communications. On the 17th of the same month, an 



order for the construction of the Kariya Plant was received in the name of the Ministry 
of War.


The Tokai Air Industry Company, whose establishment was registered on March 19, 
applied to the Minister of Communications on the 31st of the same month for an 
aircraft manufacturing business license, which was granted on April 1. However, after 
the registration, it was discovered that a company of the same name existed. On April 
8, the company name was therefore changed to Tokai Hikoki Co., Ltd.


Tokai Hikoki had capital of 50 million yen (including 12.5 million yen paid-in capital), of 
which 60 percent was provided by Toyota Motor Co., Ltd. and 40 percent by Kawasaki 
Aircraft. The head office was located at Yotsuya 3-chome in Tokyo's Yotsuya-ku (now 
part of Shinjuku-ku). Kiichiro Toyoda was appointed president and Higuma Ikenaga 
managing director. While keeping open the option of future production of a water-
cooled engine, Tokai Hikoki initially set out plans for the manufacture of 300 units a 
month of an air-cooled engine, the Ha-13A-2. Subsequently, on October 2, 1943-while 
the plant was under construction-the plan was changed to manufacture of the Ha-140 
water-cooled engine.


Based on a construction order from March 17, 1943, plant construction began on a 
99,000m2 site adjacent to the Toyoda Machine Works, Ltd. site at Shigehara in the 
municipality of Kariya. The Tokai Hikoki Kariya Plant was completed on March 31, 
1944. Built for the manufacture of machine tools and jigs for aircraft engine production, 
the plant had products in common with Toyoda Machine Works. The height and the 
orientation of its buildings were aligned with those of the latter's plant as part of 
measures to enable the two companies' plants to be amalgamated in the event of 
future expansion.


Next, following an order from November 18, 1943, the construction of Tokai Hikoki's 
Koromo Plant was begun on a site of around 660,000m2 on the north side of 
Koromogahara Airfield. The first phase of construction, the foundry, was completed at 
the end of September 1944. Under the controlled economy of the time, it was difficult 
for private-sector enterprises to procure capital and materials, and Tokai Hikoki thus 
depended on the Ministry of Munitions to secure the site, building, machinery and all 
other plant facilities. The plant was operated by a private-sector enterprise under an 
arrangement known as 'government establishment with private operation'.




However, although the foundry had been completed, there was no schedule in place 
for construction of the machining plant. According to the 'specifications of Ha-140 gear 
wheel machine tools' drawn up by the gear wheel section of Toyota Motor Co., Ltd. in 
February 1944, 292 machine tools for processing gear wheels were required for 
monthly production of 200 units of the Ha-140 engine, but only 81 were due for 
delivery by the end of 1944, and the latest ones were not due for delivery until five 
years later in March 1949. There was only one solution: in October 1944, Tokai Hikoki's 
Koromo Plant began provisional manufacture of the light alloy cast parts for the 
Ha-13A-2 engine which was produced at Toyota Motor Co., Ltd.'s Aircraft Plant.


Site of the former Tokai Hikoki Co., Ltd. Koromo Plant (Now part of the 
Motomachi Plant; November 1947, photographed by the United States 
Army)



A situation then developed whereby Tokai Hikoki had to move from the Koromo Plant. 
The Nagoya engine plant of Mitsubishi Heavy Industries, Ltd. suffered heavy damage in 
an air raid on December 13, 1944, and was bombed again on December 22. As a 
result, the plant had to be evacuated and Tokai Hikoki's Koromo Plant was chosen as 
the site for its relocation. From the 27th of the same month, the private-sector 
operation of the Tokai Hikoki Koromo Plant (light alloy foundry) was transferred to 
Mitsubishi Heavy Industries (Nagoya Metal Works), and it was operated as Mitsubishi 
Heavy Industries Works No. 22.


With this development, preparations for the production of the Ha-140 engine at the 
Tokai Hikoki Koromo Plant came to an effective halt. Moreover, the machine tools of 
the Kariya Plant were placed under the management of Toyota Motor Co., Ltd.'s 
Aircraft Plant and were used to process parts for the Ha-13A-2 engine.


Thus, due to changes in army policy, the war ended with Tokai Hikoki yet having to 
start proper production.


Toyota Motor Co., Ltd. Aircraft Plant 
In January 1943, in a plan separate to the one involving Tokai Hikoki, the army issued a 
request to Toyota Motor Co., Ltd. to manufacture the Ha-13A-2 aircraft engine. In 
response, Toyota Motor Co., Ltd. established an aircraft plant at Kariya and began 
production in 1944.


As a preliminary stage to the production of the Ha-140 water-cooled engine, Tokai 
Hikoki planned to manufacture the air-cooled engine Ha-13A-2. However, before the 
establishment of Tokai Hikoki, the army changed its policy and approached Toyota 
Motor Co., Ltd. with a commission for the production of the Ha-13A-2.


On January 26, 1943, having received the army request, Toyota Motor Co., Ltd. issued 
an order for prototype production of an aircraft engine in the name of the President 
(Kiichiro Toyoda) and set a goal of producing five prototype units in a period of three 
months. On this basis, preparations started for prototype production and machine 
processing for the Ha-13A-2 engine began in March of the same year using the 
Koromo Plant's machining plant and part of the machinery plant. The machine tools 
were later moved to the Kariya components plant. Along with other issues, this meant 
that the development required some time, but the first prototype was completed in 
January 1944.




Incidentally, from as early as September 1942, Toyota Motor Co., Ltd. had been 
engaged in production of different types of cooler (water- and lubricant oil-based), 

exhaust pipes, prototype fuel pumps, and other aircraft engine parts. This was done by 
adapting manufacturing technology for radiators and other automotive parts. 
Manufacture was carried out at a disused plant belonging to the Chuo Spinning 
Company. Because of this, the electrical components plant and the radiator division 
were moved in August 1943 to the Chuo Spinning Company's Kariya North Plant, 
which began operation as the Kariya components plant.


As this Kariya components plant was to manufacture the Ha-13A-2 aircraft engine, the 
automobile radiator division (cooler plant) was moved to the Koromo Plant in 
September 1943 and the electrical components plant was moved to the Chuo Spinning 
Company's Kariya South Plant in November. Additionally, operations relating to aircraft 

Ha-13A-2 aircraft engine manufactured at the Toyota Motor Co., Ltd.'s 
Aircraft Plant



engine coolers were transferred to the Chuo Spinning Company's Aichi Plant (Nagoya 
City), which had been manufacturing aircraft engine exhaust pipes.


In November 1943, when Toyota Motor Co., Ltd. absorbed Chuo Spinning Company, it 
was decided to use the former Chuo Spinning Company's staff and plant buildings for 
aircraft production. In January 1944, three plants - the Aircraft Plant, the Aircraft Annex 
Plant, and the Aichi Aircraft Plant - were established. The background to each plant is 
summarized below.

1. Aircraft Plant: before becoming the Aircraft Plant, had been in succession the Chuo 

Spinning Company Plant, the Chuo Spinning Company Kariya North Plant, and the 
Kariya components plant.


2. Aircraft Annex Plant: before becoming the Aircraft Annex Plant, had been the 
Toyoda Boshoku Corporation Kariya Plant and then the Chuo Spinning Company 
Kariya South Plant.


3. Aichi Aircraft Plant: before becoming the Aichi Aircraft Plant, had been in 
succession the Kikui Boshoku Plant, the Toyoda Boshoku Corporation South Plant, 
and the Chuo Spinning Company Aichi Plant (later became the Toyota Motor Co., 
Ltd. Nakagawa Plant)


Figure 1-1. Organization of the Toyota Motor Co., Ltd. Aircraft Plant 
(January 1944)



The organizational structure of the Toyota Motor Co., Ltd. Aircraft Plant and an outline 
of its products are shown in Figure 1-1 and Table 1-17.


TABLE 1-17. PRODUCTS MANUFACTURED AT THE TOYOTA MOTOR CO., LTD. AIRCRAFT PLANT 
AND AICHI AIRCRAFT PLANT (1944) 

Note: The Ki-61 was the Type 3 Hien fighter. The Ki-67 was the Type 4 Hiryu heavy bomber. 
The Ki-84 was the Type 4 Shippu fighter. The Ki-46 was the Type 100 headquarters 
reconnaissance plane. The E16A1 was the Zuiun reconnaissance seaplane. The Ki- 74 was a 
prototype long-range reconnaissance bomber. The Ki- 94 was a prototype high-altitude fighter 
that was completed by Tatsuo Hasegawa, who joined Toyota Motor in 1946, during his time as 
senior designer at Tachikawa Aircraft before the end of the war. The plane was equipped with 
the Ha-219-Ru engine (uniform designation: Ha 44-12) with an exhaust turbine supercharger.


The Ha-13A-2 engine's raw blanks were manufactured at the Koromo Plant's forging 
plant and light alloy foundry, where part of the machine processing was also carried 
out.


Ultimately, Toyota Motor Co., Ltd. carried out production of a total of 151 units of the 
Ha-13A-2 engine in the period up to August 15, 1945, of which 142 were completed 
models which had passed testing.


Item 10. The Automotive Industry Under a 
Controlled Economy


Control of the Automobile Manufacturing Industry 
Starting in 1937-the year that Toyota Motor Co., Ltd. was founded-Japan suffered from 
extreme shortages of materials under a wartime economy, making it difficult to expand 
production. Full-scale economic controls began when the National General 
Mobilization Law was promulgated on April 1, 1938 (the law came into effect on May 5 

Plant Products Manufactured
Aircraft Plant & Aircraft 
Annex Plant

Machining of parts for the Ha-13A-2 air-cooled 9-cylinder 
radial engine and engine assembly

Aichi Aircraft Plant Exhaust pipes for aircraft engines (for Ki-61 I & II and Ki-67)
Radiators for cooling water (for Ki-61 I & II)
Radiators for lubricating oil (for Ki-61 I & II, Ki-67, Ki-84, 
Ki-46 II & III and E16A1-11)
Fuel pumps for aircraft engines (for Ki-84, Ki-67, and Ki-46 
III)
Intermediate radiators (inter-coolers for exhaust turbine 
superchargers) (for Ki-74 and Ki-94)



that year). This law was the fundamental wartime control law and imposed numerous 
regulations that controlled an extensive range of economic activities and the lives of 
the people. The controls relating to the automotive industry indicated in Table 1-18 
were all established in 1938 alone.


TABLE 1-18. MAIN REGULATIONS GOVERNING THE AUTOMOBILE BUSINESS (1938) 

In addition, passenger cars were broadly restricted under a Ministry of Commerce and 
Industry notice issued on August 4, 1938. Toyota Motor Co., Ltd. suspended 
production of the Phaeton (canopy type) Model AB passenger car (including the Model 
ABR military vehicle) in September of that year, and all passenger car production for 
private demand was abandoned in January 1939.


Furthermore, the Materials Mobilization Plan (a budget of goods), the basis of controls 
on materials, went into effect in 1938. Under the plan, individual companies received 
materials allocated to them under the plan through associations of which they were 
members.


The two licensed automakers, Toyota Motor Co., Ltd. and Nissan Motor Co. Ltd. 
established the Japan Automobile Manufacturing Industry Association in December 
1938 to acquire the materials distributed by the Machinery Industry Association, a 
higher-level organization.


Regulation Date of 
Promulgation Remarks

Cotton Allocation Control 
Regulations March 1 The first ration coupon system

Gasoline and Heavy Oil Sale 
Control Regulations March 7 Gasoline and other petroleum 

product ration coupon system
Steel Allocation Control 
Regulations June 20

Goods Sale Price Control 
Regulations July 9 Establishment of the official price 

system
Coal Allocation Control 
Regulations September 19

Scrap Metal Allocation Control 
Regulations November 21

Copper, Lead, Tin, and Other 
Metals Allocation Control 
Regulations

November 22



The distribution methods varied depending on the material, and comprehensive 
industries that use a wide range of raw materials such as automobile manufacturing 
not only had to contend with extremely complicated procurement procedures, it was 
also difficult for some companies in the vast supporting parts industry to obtain raw 
materials. Furthermore, a Price Control Order was promulgated on October 20, 1939, 
and the prices of all goods were frozen effective September 18.


Despite these price controls, shortages of many materials developed and the controls 
were ineffective to prevent prices from rising steeply in response to actual supply and 
demand. To give one example, the sale price of a Toyota truck chassis (without driver's 
cab) for private use changed as shown in Table 1-19.


TABLE 1-19. SALES PRICES OF TOYOTA TRUCK CHASSIS (WITHOUT CAB) FOR PRIVATE USE 
(1937-1945) (UNIT: YEN) 

Sources: A Twenty-Year History of Toyota, p.148; 'Toyota's Development: Price Hikes 
and Increases in Parts Production', Kogyo Hyoron magazine, p. 32, June 10, 1941. 
Frozen prices are prices from Kogyo Hyoron.

To ensure implementation of controls in accordance with national policy through the 
cooperation of government and the private sector, each industry was obligated to 
establish a control board. The Primary Industry Group Order came into effect on 
September 1, 1941, and 12 primary industries including steel, automobiles, and 
precision machinery were obligated to establish control boards on October 30. An 
order to establish the Automobile Control Association was issued to the automotive 
industry on November 26, and six automakers were appointed members of the board.


Date Model Ex-factory 
Delivery Price Dealer's Retail Price

October 1937 GA 2,685 3,530
May 1938 〃 3,070 4,095
January 1939 GB 3,350 4,295
September 1939 〃 〃 〃 (Prices frozen)
March 1941 〃 4,000 4,400 (official price)
December 1941 〃 4,100 4,530 ( 〃 )
September 1942 KB 4,720 5,100 ( 〃 )
October 1943 〃 5,350 5,735 ( 〃 )
June 1944 KC 6,500 6,910 ( 〃 )
May 1945 〃 12,000 12,500 ( 〃 )



The founding general meeting of the Automobile Control Association was held on 
December 24, and Shigeyasu Suzuki of Diesel Automobile Industry Co., Ltd. was 
appointed chairman. The Automobile Control Association was responsible for 
allocating production materials, reorganizing automobile and automobile part allocation 
mechanisms, and centralized control of distribution. The Japan Auto Parts Industries 
Association, an organization of parts manufacturers throughout the country, was made 
a subsidiary organization of the Automobile Control Association, and the autobody 
industry and repair and maintenance industry were also incorporated into the control 
structure.


In January 1944, Toyota Motor Co., Ltd. was designated a munitions company and was 
placed under the complete control of the Ministry of Munitions. Kiichiro Toyoda was 
made a production manager representing a company designated under the Munitions 
Companies Law Enforcement Regulations.


Control of the Parts Manufacturing Industry 
When the Model AA passenger car and Model GA truck were announced in September 
1936, Japan's parts industry was undeveloped and imported electrical equipment, 
carburetors, speedometers, spark plugs, and other components were used. As 
previously explained, the Automotive Department of Toyoda Automatic Loom Works 
began internal development of electrical equipment and rubber parts when it was 
designated a licensed company under the Automotive Manufacturing Industries Law 
that same month and it became obligated to use domestic parts. At the same time, Eiji 
Toyoda and Iwao Tatematsu investigated parts plants for machined, stamped, and 
forged parts and began developing suppliers one by one.


The Ministry of Commerce and Industry determined that improving the quality of parts 
was essential for raising the quality and performance of automobiles and on March 11, 
1938 adopted the High-Quality Automobile Parts and Automobile Materials 
Certification Regulations as a measure to support the development of the automobile 
parts manufacturing industry. Initially, the parts of 30 companies were certified as high 
quality automobile parts, and the certified companies established the Certified 
Automobile Parts Industry Association. The association was granted preferential 
treatment, and the number of members steadily increased over the years. In addition, 
parts manufacturers that were not able to obtain certification (with annual production 
value of at least 120,000 yen) established regional automobile parts industry 



associations in Tokyo, Osaka, Nagoya, and Yokohama. On July 1, 1938, the National 
Automobile Parts Industry Federation was established with the participation of the 
Certified Automobile Parts Industry Association and the regional associations. When 
the Materials Mobilization Plan mentioned above came into effect, these automobile 
parts industry associations became the distribution organizations for materials used in 
parts manufacturing. Also, the Japan Auto Parts Industries Association was 
established as a subsidiary organization to the Automobile Control Association created 
in 1941, and the National Automobile Parts Industry Federation and related 
associations were disbanded.


As the parts industry was developed and organized, the parts used in Toyota vehicles 
steadily shifted from imports to domestic products. Amidst the control of both the 
volumes and prices of raw materials, Toyota Motor Co., Ltd. held the first meeting of 

A parts company at the time of Toyota Motor Co., Ltd.'s foundation 
(displayed at the exhibition to commemorate the completion of the 'Toyoda 
Domestically Made People's Car')



the Toyota Subcontractors' Round Table Conference (Domestic Automobile 
Subcontractors Industry Formation Round Table Conference) on November 7, 1939 at 
the Kuramae Industrial Hall in Shinbashi, Tokyo as a forum for exchanging ideas and 
opinions with representatives of cooperating plants. Kiichiro Toyoda was ill and could 
not attend the conference, and instead, Shuji Ono, manager of the Purchasing Section, 

explained-based on a manuscript submitted by Kiichiro-that the Just-in-Time concept 
planned to be introduced in conjunction with the start of operations at the Koromo 
Plant was not possible because of the control of raw materials.


Article on the first meeting of the Toyota Subcontractors' Round 
Table Conference



This conference was named the Kyoryokukai and became a regular event. Later, a 
close relationship developed between Toyota Motor Co., Ltd. and the Kyoryokukai, and 
in December 1943, its purpose as an organization to foster good relations was 
strengthened and it was relaunched as the Kyohokai (a voluntary organization of parts 
suppliers).


Control of the Automobile Sales Industry 
Under the Materials Mobilization Plan which began in 1938, truck body mounting 
materials were subject to an allocation system. Each dealer acted as an intermediary 
for truck buyers and designated body manufacturing plants and received supply of the 
truck body mounting materials from the Toyota Motor Materials Allocation Association, 
which was made up of Toyota dealers nationwide. The association was dissolved in 
May 1941 and Toyota Motor Co., Ltd. began directly allocating the body mounting 
materials.


Under the Price Control Order, explained previously, truck prices were frozen as of 
September 18, 1939. This was an emergency measure, however, and the Ministry of 
Commerce and Industry established the Vehicle Pricing Specialists Committee and 
announced officially fixed prices on March 24, 1941 in Ministry announcement number 
241.


At the start of the 1940s, military demand accounted for the bulk of automobile sales, 
and demand was essentially centralized. As a result, controls on sales also developed 
in accordance with the intentions of users.

On July 10, 1942, the Japan Automobile Distribution Company was established as a 
nationwide control company under the Automobile Control Association. Regional 
automobile distribution companies were established in each prefecture as subsidiary 
organizations, and by November of that year, there were 47 companies nationwide.


The main investors in the Japan Automobile Distribution Company and the regional 
distribution companies were the three licensed companies under the Automotive 
Manufacturing Industries Law: Toyota Motor Co., Ltd., Nissan Motor Co., and Diesel 
Automobile Industry Company. Of the Japan Automobile Distribution Company's total 
capital of 10 million yen, each of the three companies contributed two million yen (for a 
total of 60 percent). Toyota Motor and Nissan Motor contributed equal percentages in 
each prefectural distribution company, while the investments of Diesel Automobile 
Industry Company and the Foreign Vehicle Service Part Purchasing Organization were 



determined based on past sales performance. In the case of the Tokyo distribution 
company, Toyota Motor and Nissan Motor each contributed 33 percent, Diesel 
Automobile contributed 10 percent, and the Foreign Vehicle Organization contributed 
24 percent, (the percentage of foreign vehicles in Tokyo was the highest in Japan). 
Toyota-affiliated dealers and dealers affiliated with other manufacturers were 
consolidated into the prefectural distribution companies.


The Japan Automobile Distribution Company had exclusive control over the products 
of each automaker and gave preferential delivery to the military. The remaining vehicles 
were provided to the private sector, but many private trucks had already been 
requisitioned by the military, and the operation of commercial vehicles by haulers was 

Article announcing the establishment of the Japan Automobile 
Distribution Company



closely supervised by the authorities. In addition, shortages of spare parts and fuel 
made operation of vehicles difficult, and private demand was extremely low.


Item 11. Breakup and Consolidation of Companies


Toyoda Steel Works, Ltd. Established 
A steelworks began operations in 1934 to develop the specialty steel essential for 
automobile manufacturing, and a machining plant began operating in 1937 to produce 
the machine tools necessary for manufacturing parts. These businesses were started 
by Kiichiro Toyoda prior to the adoption of the Steelmaking Business Law (promulgated 
on August 13, 1937) and the Machine Tools Manufacturing Business Law (promulgated 
on March 30, 1938) in anticipation of future developments. Both businesses developed 
steadily, but in order to achieve further expansion so they could play broader roles, the 
steelworks was spun off in 1940 pursuant to the Steelmaking Business Law and the 
machining plant was spun off in 1941 under the Machine Tools Manufacturing Business 
Law.


In addition, the rubber parts manufacturing business was also spun off and 
consolidated and the spinning business's personnel and facilities were requisitioned for 
munitions industries, subjecting corporate management to great changes pursuant to 
national policy. Amidst these circumstances, an independent decision was made to 
spin off the auto body manufacturing business in preparation for the coming 
peacetime.


Toyoda Steel Works Kariya Plant (former Toyoda Automatic Loom Works, 
Ltd. steelworks)



As discussed previously, the material produced by steelmakers varied in quality and 
form between different manufacturers and was not suitable for mass automobile 
production. As a result, when Toyota Motor increased production, it became even more 
dependent on the Steelmaking Department of Toyoda Automatic Loom Works.


A decision was made on March 8, 1938 to increase the monthly production of the 
steelmaking facility to 500 tons. Plans called for the former Toyota Motor Co., Ltd. site 
to be used following the transfer to the Koromo Plant. After the construction of a new 
No. 2 Plant at the site of the former autobody plant and relocation of the small rolling 
mill, two additional 4-ton electric furnaces were to be installed in the No. 1 plant where 
the rolling mill had been located, and a medium-sized rolling mill was to be newly 
installed on the west side of the No. 1 plant. This work was completed in May 1939.


Newspaper article on Toyota Motor Co., Ltd.'s purchase of land for 
a steelworks



At that time, companies licensed under the Steelmaking Business Law were exempt 
from taxes, but Toyoda Automatic Loom Works did not have such a license. Also, there 
was a limit to the physical space of the Kariya site that could be used for maintaining 
operations as a steelmaking company. As a result, the decision was made to acquire a 
new site to establish a steelmaking company, and selection of the plant site was 
conducted in parallel with the expansion of the Kariya steelworks. A site in Ueno-mura, 
Chita-gun (now Tokai City) in a coastal area was selected, and 340,000 square meters 
of land was acquired in May 1939. Construction of the Chita Plant was approved under 
the Steelmaking Business Law on August 25, and landfill and site preparation work 
began immediately.


The application for the establishment of the new company was approved under the 
Steelmaking Business Law on February 23, 1940. The Steelmaking Department of 
Toyoda Automatic Loom Works was spun off and Toyoda Steel Works, Ltd. was 
established on March 8. The head office was located in Aza Wanowari, Oaza Arao, 
Ueno-cho, Chita-gun, Aichi Prefecture, and the new company had capital of 17 million 
and (with 5.1 million yen paid-in; Toyoda Automatic Loom Works contributed 90.1 
percent of capital). Risaburo Toyoda was made president, Kiichiro Toyota vice 
president, and Iwataro Okabe managing director. Toyoda Steel Works changed its 
name to Aichi Steel Works in November 1945.


Toyoda Steel Works Chita Plant during construction



Toyoda Machine Works, Ltd. Established 
A machining plant was established within Toyoda Automatic Loom Works in June 1937 
in conjunction with the construction of the Koromo Plant and manufactured machine 
tools, tools, jigs, and other related items. When the Koromo Plant was completed in 
November 1938, operations of the 4,300 square meter plant began, and it developed 
and manufactured specialty machine tools for large-scale mass production.


To promote machine tool manufacturing, when designation under the Machine Tools 
Manufacturing Business Law was obtained, certain benefits could be enjoyed. Toyota 
Motor Co., Ltd. was already subject to the Automotive Manufacturing Industries Law, 
and the application of two laws to a single company was not permitted, so the 
machinery & die engineering administration department was spun off.


Approval to establish the new company pursuant to the Machine Tools Manufacturing 
Business Law was obtained on November 25, 1940, and construction of a plant on a 
188,931 square meter site in Oaza Shigehara, Kariya-cho began immediately. Toyoda 

FB12 automatic multi-cut lathe at Toyota Machine Works



Machine Works, Ltd. was established on May 1, 1941 with capital of eight million yen 
(four million yen paid-in; Toyota Motor Co., Ltd. contributed three million yen). The 
management team consisted of Risaburo Toyoda as president, Kiichiro Toyoda as 
executive vice president, and Takatoshi Kan as managing director.


The October 1940 issue of Kogyo Hyoron magazine reported that seven companies 
including Toyoda Machine Works were licensed under the Machine Tools 
Manufacturing Business Law and stated that the then-recent designation "[was] 
attracting attention since all the machines to be produced [would] be new models in 

EJ fine-boring machine at Toyota Machine Works



light of the nationalization policy for special machine tools". Special machine tools 
consisted of 19 different types of tools that in the past had been imported including 
automatic lathes, precision bench lathes, precision bench drill presses, and fine-boring 
machines. Of these, only a few types were produced domestically, and only by five or 
six manufacturers. At the end of 1940, 21 companies and 24 plants were licensed 
under the Machine Tools Manufacturing Business Law.


Until the Toyoda Machine Works plant was completed, the Koromo Plant machining 
plant was used for both the head office and the works. The Kariya machining plant was 
completed in June 1942, and operations began in mid July.


Toyota Motor Co., Ltd. Koromo Plant machining plant



Kariya Plant Rubber Section Acquired by Kokka 
Kogyo 
As discussed previously in section 3 of this chapter, the Kariya Plant Rubber Product 
Manufacturing Department was renamed the Kariya Plant Rubber Section in February 
1942. The rubber industry was quickly placed under control, and raw rubber became 
increasingly difficult to obtain as the war situation deteriorated.


It was under these circumstances that the Ministry of Commerce and Industry 
recommended to Toyota Motor Co., Ltd. that the rubber manufacturing department be 
spun off and consolidated with other rubber companies. Toyota Motor's rubber 
manufacturing department's facilities, personnel, and new rubber use volume did not 
meet the standards under the governmental directive for the integration of industry, and 
as a result, it was subject to reorganization.


At around the same time, an inquiry was received from Takashimaya Iida, a trading 
company, concerning management participation by Toyota Motor Co., Ltd. in Kokka 
Kogyo, a rubber company in which it had invested. Following consideration of the 
matter, Toyota Motor Co., Ltd. decided to acquire the shares of Kokka Kogyo and 
integrate the company with the Kariya Plant Rubber Section. This new rubber business 
with Kokka Kogyo allowed the idle Kikui Shokufu Plant and its personnel to be used.


The Kariya Plant Rubber Section was integrated with Kokka Kogyo in May 1943 and 
with its manufacturing became the Kokka Kogyo Nagoya Plant. After the war, the 
Rubber Section was spun off from Kokka Kogyo in June 1949 and became Nagoya 
Rubber Co., Ltd. Today the company is known as Toyoda Gosei Co., Ltd.


Establishment of Chuo Spinning Company and Merger 
with Toyota Motor Co., Ltd. 
As wartime destruction expanded, cotton trading was suspended and the operations 
of spinning and weaving companies were unavoidably curtailed. In response, Toyoda-
related companies were reorganized, and on March 11, 1942 Toyoda Boshoku 
Corporation and Toyoda Oshikiri Boshoku Corporation merged with three other Toyo 
Menka-related companies-Chuo Boshoku Co., Utsumi Boshoku, and Kyowa Boseki-to 
establish Chuo Spinning Company.




The Cabinet adopted the Military Capacity Enhancement Corporate Reorganization 
Guidelines on June 1, 1943, and corporate reorganization was implemented so that the 
plants, equipment, and labor force of the spinning and other industries could be 
diverted to military industries. In accordance with this policy, the Ministry of Commerce 
and Industry adopted the Cotton and Staple Fiber Spinning Industry Reorganization 
Guidelines on August 5, and the full-scale diversion of the cotton and staple fiber 
spinning industry to military industries began.


Toyota Motor Co., Ltd. was asked to manufacture aircraft engines in January 1943, and 
to fulfill this request, a decision was made to make use of the management resources 
of Chuo Spinning Company and to merge the two companies. Toyota Motor and Chuo 
Spinning each held extraordinary general shareholders meetings on September 10 and 
approved the merger, which was implemented on November 3.


Of the plants acquired from Chuo Spinning Company, the Kariya-kita Plant, Kariya-
minami Plant, and Aichi Plant (later the Nakagawa Plant) were modified at a cost of 10 
million yen and the plants were used to manufacture aircraft engines and engine parts.


Toyota Shatai Kogyo Co., Ltd. Established 
In conjunction with the start of operations at the Koromo Plant in 1938, the Kariya 
vehicle assembly plant was converted to an auto body plant (the Kariya Plant) and 
mounted military truck bodies (cabs and decks).


Kiichiro Toyoda proposed the creation of an auto body plant. Iwao Tatematsu was 
responsible for the auto body plant at that time and recalled receiving the following 
instructions from Kiichiro:


Automobile manufacturing is not a highly profitable business. Even if the 
automotive industry is nationalized in the future, if we establish a separate 
autobody company, we will be able to retain the Toyota name. I want you 
not to go to Koromo and think about mass-producing bodies at this 
empty site. 

In 1940, the Model EA small passenger car chassis was manufactured in the electrical 
components plant and the wooden bodies were manufactured in the body plant 
woodwork shop at the Kariya Plant. In addition, development and the creation of 
prototypes of the Model EC compact electric vehicle and the Model BA electric vehicle 



were conducted at the Kariya Plant under the direct supervision of Kiichiro. The Kariya 
Plant and the Koromo Plant were operated separately, and were in effect separate 
companies. In about November 1940, a request was submitted to the Ministry of 
Commerce and Industry to spin off the truck body department, but the request was 
denied.


Later, the nationalization of military industries that Kiichiro feared became a reality. On 
April 1, 1945, the Military Arsenal Government Regulations were promulgated, and on 
that day Nakajima Aircraft Company became Number 1 Military Arsenal, and Kawanishi 
Aircraft Company became Number 2 Military Arsenal on July 9.


Model KC trucks being transported by railway from Toyota Auto Body Co., 
Ltd.



On May 20, 1945 Toyota Motor Co., Ltd. again requested approval from the Ministry of 
Munitions to spin off its truck body department, and approval was received on June 19. 
The procedures were delayed because of the confusion caused by the end of the war 
on August 15, but they were completed by August 31, when Toyota Shatai Kogyo Co., 
Ltd. was established as a wholly-owned subsidiary of Toyota Motor Co., Ltd. The new 
company had its head office at Oike 1, Kariya-cho, Hekikai-gun (now Kariya City), Aichi 
Prefecture and was capitalized at nine million yen (of which 1.35 million yen was 
provided in-kind). Kiichiro Toyoda was appointed president and Iwao Tatematsu 
became a director.


Toyota Shatai Kogyo was renamed Kariya Shatai in December 1945, but it adopted its 
former name once again in June 1953. The company was the first autobody 
manufacturer affiliated with Toyota Motor Co., Ltd. and later played a leading role 
amidst participation by numerous other autobody manufacturers. Toyota Shatai was 
one of the predecessor companies of today's Toyota Auto Body Co., Ltd.




Section 6. Postwar 
Arrangements and Labor 

Disputes 
Item 1. Searching for New Business


Resumption of Factory Production 
On August 14, 1945, the Toyota Motor Co., Ltd. Koromo Plant was hit by an air raid 
and a quarter of the plant was destroyed. Then on the following day, August 15, while 
efforts were being made to repair the damage from the bombing, the Emperor's 
announcement of the end of the war was broadcast.


The Koromo Plant immediately after the end of the war (photographed by 
the United States Strategic Bombing Survey)



On the next day, August 16, Vice President Hisayoshi Akai forcefully declared his belief 
to a gathering of executives that, "Trucks will be important tools for Japan's 
reconstruction. Toyota has a responsibility to make and supply them. Therefore, we 
should restart with truck production". In response, the executives resolved to restart 
truck production, and plant production was resumed on August 17. At that time, the 
wartime specifications curtailing the use of materials had been abolished, and it was 
decided to produce Model KC trucks to normal specifications.


Executive Vice President Hisayoshi Akai died in an automobile accident 
while working on December 10, 1945, just one month after this photo 
taken as an in-company sporting event held in November



Due to the labor mobilization during the war, the number of employees had increased 
to over 9,500. When the people who had been mobilized left after the war, 7,400 
employees remained. Subsequently, a number of people resigned voluntarily, reducing 
the workforce to 3,700 by the end of October 1945.


Assuming that automobile production would be prohibited, President Kiichiro Toyoda 
made plans for new business in order to protect the livelihood of employees. The need 
for food, clothing and housing formed the basis for his way of thinking. Assuming that 
business operations relating to food, clothing and housing essential to daily life were 
unlikely to be subject to prohibitions from the government, Kiichiro directed 
investigations and research into a variety of such 'untouchable' businesses.


Toyota Research Institute 
The Toyota Research Institute (General Manager: Sasuke Toyoda, Deputy Manager: 
Takeo Chiku) was established in October 1945 with the aim of investigating new 
business. It was located in the No. 2 Dormitory (later known as the Seiwa Dormitory, 
currently adjacent to the new headquarters). On the assumption that the continuation 
of the automobile business was at risk due to the policies of the occupation forces, 
research proceeded into possible changes of direction, with a focus on areas other 
than automobiles, particularly food, clothing and housing-related areas, to help provide 
a stable livelihood for employees. Specifically, various types of biological and chemical 
research was undertaken in areas including the prototype production of artificial 
sweeteners, saccharin and dulcin, prototype production of fructose and syrup from 
Jerusalem artichokes, medicinal herb cultivation, prototype production of 
pharmaceutical drugs and soap, and the aqua farming of loach, as well as the trial 
manufacturing of layered dry cell batteries, Western tableware and high quality toys.


Later, when the continuation of the automotive business became possible, the Toyota 
Research Institute's activities were changed to concentrate on automotive-related 
research. A diverse range of research was undertaken in the fields of physics and 
chemistry, including gears, methods of noise measurement, machined surface testers, 
micro-wave drying methods, electrolytic polishing and thin pole batteries (small-size, 
large capacity batteries). For example, in the research on electrolytic polishing, a metal 
cutting and polishing method combining mechanical cutting or machining with 
electrolytic polishing was invented and patented.




In 1950, when the full-scale production of automobiles was underway, the Toyota 
Research Institute was absorbed into the main Toyota Motor Co., Ltd. research section.


Textiles-Related Business 
In order to utilize the unused former spinning plant facilities at the Kariya-minami Plant 
(which was the electrical components plant at the time, and previously the Toyoda 
Boshoku Kariya Plant), Toyota Motor Co., Ltd. established a spinning and weaving 
department in October 1945, and proceeded to repair the surviving spinning and 
weaving machinery and restore the plant facilities.


In March 1946, the resumption of the spinning and weaving plant, which had 35,700 
spindles and 611 looms, was approved and repair of the spinning and weaving 
machines was carried out with the cooperation of Toyoda Automatic Loom Works, Ltd. 
As a result, on June 17, 1946, weaving commenced with 40 repaired looms and, in 
October 1946, spinning and weaving resumed with 13,860 spindles and 384 looms.

In addition, plans to increase the repair of cotton spinning equipment were approved 
and, in around March 1950, the equipment was expanded to 44,216 spindles and 635 

The restored Toyota Motor Co., Ltd. weaving plant (Kariyaminami Plant)



looms. In that context, the spinning and weaving department was spun off and Minsei 
Spinning Co., Ltd. was established on May 15, 1950.


Also, in the textiles-related business, when Tokai Hikoki Co., Ltd. (which changed its 
name to Aichi Kogyo Co., Ltd. after the war) switched to peace-time industries, 
President Kiichiro Toyoda directed that it should develop sewing machines as "Sewing 
machines are a peace-time industry and the change will be very good because people 
will always need clothes". The sewing machines were sold as 'Toyota sewing 
machines' and, together with the manufacturing of automobile spare parts, became a 
central part of the business of Aichi Kogyo at the time of its redevelopment.


The first Toyota sewing machine model HA-1 manufactured by Aichi 
Kogyo Co., Ltd.



Housing Business 
As over two million houses were burnt down in air strikes during the Pacific War, 
Kiichiro Toyoda thought that housing construction would be an important task in post-
war Japan. Moreover, due to fears of a shortage of wood materials because of the 
deforestation during the war, it was decided to apply industrialized building methods to 
concrete housing construction to develop purekon, or 'precast concrete' housing. 
Precast concrete involves the assembling of buildings on location from reinforced 
concrete components that have been manufactured beforehand in factories.




In March 1946, Toyota Motor Co., Ltd. converted its Hirayama Glassworks to a precast 
concrete plant and commenced research on reinforced concrete components. When 
the research was translated into practical application, the plant was spun off to 
establish Yutaka Purekon Co., Ltd. on June 7, 1950. The company's capital was 24 
million yen and Sasuke Toyoda was appointed as its president. In May 1954, it received 

Pre-cast concrete housing (Toyolight structure)



a commendation from the Japan Institute of Invention and Innovation for the 
development of precast concrete housing technology.


Yutaka Purekon was later renamed Toyoda Concrete Co., Ltd., then Toyota Soken Co., 
Ltd., and is currently Toyota T&S Construction Co., Ltd. The concrete construction plan 
which commenced as a result of Kiichiro's ideas, was realized as the purekon (precast 
concrete) business, and has also borne fruit as the prefabricated housing used in the 
Toyota Home business.


Item 2. Company Reconstruction

Company Reconstruction Measures 
Toyota Motor Co., Ltd. received approval for the manufacturing of trucks on September 
25, 1945, and was granted approval for conversion to meet civilian demand on 
December 8 that year.


At that time, Executive Vice President Hisayoshi Akai was fatally wounded in a traffic 
accident on December 10, 1945. The sudden death of Executive Vice President Akai-
who had taken charge of the running of the company for President Kiichiro Toyoda 
when it was placed under military supervision during the war-was a heavy blow to the 
company.


In assuming command of the company's reconstruction, Kiichiro Toyoda spoke about 
his determination and described a four point plan for implementing the reconstruction.


I'm not sure whether this can be achieved but, for now, success or failure is a separate 
issue. By striving to push forward and resolving not to stop until we collapse, we must 
open up a way to bring the company back to life.


He then presented a four point plan to be implemented:

1. In order to repair and renew machinery that has undergone heavy use or 

deteriorated, establish a Temporary Reconstruction Office to comprehensively 
promote the restoration of the plant's equipment.


2. Change the company's parts manufacturing policies to establish and develop a 
specialized parts plant equipped with independent capacity.




3. Implement improvement and remodeling of the company's vehicles (which was 
stagnant during the war), plans for design changes, and establishment of a system 
for the steady supply of previous model parts for repairs.


4. Change from a company that supplied and maintained automobiles under a 
controlled economy to establish a sales system that will better and more fully 
reflect users' wishes, requests and opinions.


These initiatives are described in detail hereafter.


Restoring of Plant and Equipment 
As the repairing of the Koromo Plant from the air raid damage on August 14, 1945 
progressed, the machinery and equipment, which had been removed to various 
locations, was returned, and preparations were made for the gradual restoring of the 
production systems.


A restored machine shop (1948)



The Temporary Reconstruction Office was established in April 1946, with Kiichiro 
Toyoda as its director to supervise the reconstruction. As well as restoring the 
machinery and equipment, the equipment was expanded for future use and the 
restoration of the plant was completed within one year, as planned. The plant 
recommenced regular production in March 1947 and the Temporary Reconstruction 
Office was closed.


Establishing and Developing of Specialized Parts Plant 
After the war, military supply factories equipped with technological capacity were 
converted to meet civilian demand, and many companies entered the automobile parts 
manufacturing business. A Toyota Motor Co., Ltd. affiliated company, Tokai Hikoki Co., 
Ltd.-which was planning to manufacture aircraft engines-changed its name to Aichi 
Kogyo Co., Ltd. and produced automobile parts.


A Kyohokai general meeting in Bentenshima (1946)



The Kyohokai, a voluntary organization of parts suppliers which had started during the 
war, was utilized to establish and develop such Toyota-affiliated companies as 
manufacturers of specialized parts, and was also expanded and reorganized. As the 
number of companies joining the Kyohokai increased, the Tokyo Kyohokai was formed 
in July 1946 and, in January 1947, the Kansai Kyohokai started and the existing 
Kyohokai was renamed the Tokai Kyohokai. The Tokyo Kyohokai subsequently 
changed its name to the Kanto Kyohokai in April 1957.


Other cooperative enterprises apart from parts manufacturers also formed cooperative 
associations similar to the Kyohokai. In April 1962, the Seihokai-an association of 
companies manufacturing molds, gauges, jigs and other equipment-was established 
and, the Eihokai-an association of companies in areas including public works, 
construction, and plant and equipment-was formed in November 1962. Later, in April 
1983, the Seihokai and Eihokai combined to form a new Eihokai.


Changing of Vehicle Designs and Establishing of 
Systems for Supplying Previous Model Parts for 
Repairs 
As improvements and reforms had not been carried out during the war, immediately 
after the war, in November 1945, work began on designing a new model truck. 
Prototype production started in April 1946 and production of the Model BM truck 
commenced in March 1947. Although there were changes to the design and some fine-
tuning of the Model KB 4-ton truck that had been developed in March 1942, major 
alterations could not be made. The specifications of the BM 4-ton truck are shown in 
Table 1-20. By July 1951, there had been 26,347 Model BM trucks produced.


TABLE 1-20. SPECIFICATIONS OF THE 4-TON MODEL BM TRUCK (1947) 

Item Description
Engine Type B (3,386 cc, 82 hp)
Wheelbase 4,000mm
Length 6,421mm
Width 2,190mm
Height 2,130mm
Chassis weight 1,841kg
Vehicle weight 2,681kg



Source: 'List of Toyota Vehicles In Production and Planning', November 9, 1950, Design 
Section, Engineering Department.

After the design changes, to enable the steady supply of previous model parts for use 
in repairs, Aichi Kogyo (formerly Tokai Hikoki) was converted from manufacturing 
aircraft engines to providing the previous model parts. 
23




Loaded weight 4,000kg

 Kiichiro said the following in relation to the supplying of previous model parts for repairs after the 23

design changes:  "We were thinking of establishing a specialized plant for previous model parts for use 
in repairs, but that was very difficult to do during the war. Fortunately, Tokai Hikoki had recently become 
Aichi Kogyo and converted to that business, and it took on the responsibility of supplying all the 
previous model parts for the company. Various people, including Risaburo Oshima and Jiro Iwaoka, who 
had been active in manufacturing areas in the company for many years, were transferred to work 
there" ('The Current State of the Automobile Business and the Road Ahead for Toyota Motor Co., Ltd.', 
Toyoda Kiichiro Bunsho Shusei, p. 495).  Jiro Iwaoka had the following recollections: "No matter how 
many cylinder linings we made, it wasn't enough. As for universal joints, we needed as many as we 
could make. Also, at that time, we were casting oversized pistons. Everyone knew how to make those, 
as they had all come from the automobile department" ('Record of Interview with Jiro Iwaoka', Forty-
Year History Interview Research Records (1), p. 80). Cylinder liners and oversized pistons were for use in 
worn cylinders that had been cut on the inside to make a bigger mouth. A large amount of such parts 
were used to restore trucks that had been overused during the war.

Model BM truck



Establishing of Sales System 
In November 1945, the Automobile Association was founded and the Japan 
Automobile Distribution (Nihai) was effectively dissolved. Regional distribution under 
Nihai was continued until about July 1946 to provide for the sale of products that had 
been sent by the various manufacturers.


Toyota Motor Co., Ltd. endeavored to rebuild its sales organization in 1946. As the pre-
war Toyota affiliated dealers had been broken up due to the establishment of the 
Regional Automobile Distribution (Chihai), it was essential to rebuild a dealer network. 
The first step in that regard took place on May 18, 1946, when national regional 
distribution representatives were invited for a tour during the reconstruction of the 
Koromo Plant, and President Kiichiro Toyoda gave his speech entitled, 'The Current 
State of the Automobile Business and the Road Ahead for Toyota Motor Co., Ltd.'


Various processes were followed, including the continuation of existing regional 
distribution companies and the establishment of new sales companies, and Toyota-
affiliated sales companies were established in each of Japan's prefectures. On 
November 16, 1946, the Toyota Motor Sales Association (predecessor of the Toyota 
National Dealers' Advisory Council) was established with 46 member companies.


Item 3. Converting to Meet Civilian Demand and 
Dealing with Post-War Reforms


On September 25, 1945, General Headquarters of the Allied Powers (GHQ) issued the 
Memorandum on Manufacturing Industry Operations. Although the manufacturing of 
passenger cars was prohibited by the Memorandum, truck manufacturing was allowed 
and automobile manufacturers were able to operate.


Toyota Motor Co., Ltd. submitted applications to the occupying forces on October 10, 
1945 for permission for conversion to meet civilian demand of the Koromo Plant, 
Kariya-minami Plant, Kariya-kita Plant and Aichi Plant (renamed the Nakagawa Plant in 
February 1947), which had been designated as military supply factories, and 
permission was granted by the Sixth U.S. Army military administration on December 8, 
1945. Also, the Kariya-minami Plant, which had been producing electrical equipment 
for automobiles, was allowed to manufacture electrical equipment for fishing boat 
engines, small motors and radios, as well as electrical heating appliances such as 



heaters, stoves and irons, and also cotton yarns and fabrics produced by the spinning 
and weaving department.


One of the four plants, the Aichi Plant, was designated as a war reparations 
maintenance plant in January 1946 and was required to maintain machine tools for 
aircraft manufacturing in good condition. The designation was rescinded in May that 
year but it was replaced by designations of the Koromo, Kariya-kita and Kariya-minami 
Plants as reparations maintenance plants. Subsequently, Toyota Motor Co., Ltd. lodged 
appeals and the designations were rescinded in August 1946 for the Koromo Plant, 
March 1948 for the Kariya-minami Plant, and October 1948 for the Kariya-kita Plant. As 
the plants could not be freely utilized during the period for which they had been 
designated as war reparations maintenance plants, progress in the company's 
rebuilding plans was adversely affected by the designations.


Meanwhile, in order to implement economic democratization, GHQ issued the 
Memorandum on Dissolution of Holding Companies on November 6, 1945 and began 
dissolution of the zaibatsu (industrial conglomerates). As a preliminary step, the 
movement of assets between zaibatsu principal companies and their subsidiaries was 
severely limited, other than for the carrying out of regular business operations, by the 
promulgation of the Restricted Companies Order on November 24, 1945.


The Kariyaminami Plant, a Toyota Motor Company electrical equipment 
plant (from the 35-Year History of Nippondenso Co. Ltd.)



To avoid being designated as a holding company, Toyota Motor Co., Ltd. took 
preventive measures between November and December 1945, including reducing the 
number of officers holding positions in both the company and affiliated companies, and 
changing company names. As a result, the dissolution of Toyota Motor Co., Ltd. was 
avoided. However, it was designated as a Restricted Company on November 25, 1946 
due to its high ratio of shares in a Mitsui zaibatsu-affiliated company (Toyo Menka 
Kaisha, Limited) on April 27, 1946.


Also, Toyoda Sangyo Kaisha, Ltd.-a company holding stock in a Toyoda affiliated 
company-was designated as a Holding Company on September 26, 1947 and 
dissolved. Before its dissolution and liquidation, its trading section was spun off to 
establish Nissin Tsusho Kaisha, Ltd. on July 1, 1948. Toyoda Sangyo Kaisha, Ltd. 
finalized its accounts on June 20, 1951.


Trucks from the Aichi Plant participating in a parade celebrating the 
restoration of Nagoya (October 1946)



Concurrently with the dissolution of the zaibatsu, antimonopoly policies were 
implemented through the promulgation of the Antimonopoly Act in April 1947. On 
December 18, 1947, the Law for the Elimination of Excessive Concentrations of 
Economic Power was enacted with the aim of dissolving existing monopolies, and 
Toyota Motor Co., Ltd. was designated as a target company by the Holding Companies 
Regulation Commission on February 8, 1948. As a result of this, plans for the 
reorganization of the company including the splitting of the company and disposal of 
plants and shares were submitted to the Commission. However, GHQ's occupation 
policies towards the Japanese economy were subsequently changed from 
demilitarization and democratization to reconstruction, stabilizing and independence, 
and the designation was rescinded on January 21, 1949.


Item 4. Three New Company Spin-Offs in 
Association with Business Reconstruction


The Wartime Compensation Special Measures Act and the Business Reconstruction 
and Adjustment Act were promulgated on October 19, 1946. The former Act provided 
for the ending of the wartime compensation that the Japanese government had 
promised to pay during the war (a special wartime compensation tax was imposed for 
100 percent of the amount to be paid) and the latter Act prescribed relief measures for 
companies with worsening financial conditions due to the cutoff of payments. The 
mainstay of the relief measures was an absorption method for the handing over of an 
old company's business or assets to a separate company and the dissolution of the 
old company.


Toyota Motor Co., Ltd., like other companies, was forced to consider plans for 
reconstruction with the end of wartime compensation. However, as previously 
mentioned, due to the various restrictions that had been imposed on it (including 
designations as a restricted company, a company with excessive concentration of 
economic power, and a war reparations maintenance plant) plans for full-scale 
reconstruction and adjustments were delayed until after the designation as a company 
with an excessive concentration of economic power was rescinded on January 21, 
1949.




When formulating reconstruction and adjustment plans, the company aimed for the 
minimum amount of reorganization acceptable under the Business Reconstruction and 
Adjustment Act, basically to maintain the current position and achieve independent 
management as soon as possible. As a result, it was proposed that Toyota Motor Co., 
Ltd. itself would remain as a surviving company, with part of the Nakagawa Plant 
(formerly the Aichi Plant) located in Nagoya, and the business of the electrical 
equipment plant and spinning and weaving plant in Kariya-cho spun off to a separate 
company.


At the time, part of the Nakagawa Plant in Nakagawa-ku, Nagoya manufactured 
enamelware. The electrical equipment manufacturing section was transferred from the 
Kariya-minami Plant to the Kariya-kita Plant in Kariya-cho in October 1948, and the 
radiator manufacturing section was also transferred there at the same time from the 
Koromo Plant, with both sections together being renamed the electrical components 
plant. In addition, the spinning and weaving plant located at the Kariya-minami Plant 
came under the Spinning and Weaving Department in October 1946.


In the context of that situation, Nippondenso Co., Ltd. was established as a separate 
spin-off company from the electrical equipment plant, the Kariya-minami Plant where 
the spinning and weaving plant was located was spun off to create Minsei Spinning 
Co., Ltd., and the enamelware manufacturing section of the Nakagawa Plant was spun 
off to create Aichi Enamelware Co., Ltd. Application for approval of these adjustment 
plans including the establishment of the separate companies were submitted to the 
Minister of Finance and the Minister of Commerce and Industry on April 30, 1949, and 
approval was granted on November 15, 1949.


Based on these reconstruction and adjustment plans, Nippondenso Co., Ltd. was 
established with capital of 15 million yen by investment in kind from Toyota Motor Co., 
Ltd. on December 16, 1949. It was later renamed Denso Corporation and became a 
core company of the Toyota Group.

Aichi Enamelware was also established in a similar way on December 16, 1949 with an 
investment in kind from Toyota Motor Co., Ltd. and a capital of four million yen. The 
company was later transferred from the Nakagawa Plant in September 1951, and was 
dissolved on November 27, 1951 due to poor business results. The capital from Toyota 
Motor Co., Ltd. was paid out and the company's management continued the business 
by establishing a new company, Nissin Enamel Manufacturing Co., Ltd. that 
concurrently conducted production of automobile stamped parts and other types of 



Aerial view of Nippondenso Co., Ltd. at around the time of its 
establishment

Aerial view of Nissin Enamel Manufacturing Co., Ltd. headquarters plant 
in Shiga-hondori, Kita-ku, Nagoya City



business.


The Spinning and Weaving Department was spun off on May 15, 1950 to establish 
Minsei Spinning. Subsequently, the company was renamed Toyoda Boshoku 
Corporation in August 1967, and the proportion constituted by the automobile parts 
manufacturing section was enlarged. In October 2004, the company's name was 
changed to Toyota Boshoku Corporation.


Item 5. U.S. Army Vehicle Repair Operations and 
Compact Car Development


As part of occupation policy, U.S. army vehicle repair operations were commissioned 
to automakers. As the repair operations purchasing order issued by the U.S. army was 
called a 'Procurement Demand' (PD), this work was referred to as PD Operations at 
Toyota Motor Co., Ltd.


In April 1947, a passenger car repair purchasing order was received from the U.S. Fifth 
Air Force and relevant operations began at the Koromo Plant. The operational 

The Minsei Spinning Co., Ltd. Kariya Plant (head quarters)



procedure was to take the vehicle for repair to a disassembly station set up inside 
Machining Plant No. 3, where it was broken down into engine, frame, and body before 
being repaired part by part, then painted, coated, and reassembled at the assembly 
plant. In June of the same year, the Kariya-kita Plant also received a commission for 
jeep and truck repair from the U.S. Fifth Air Force and was engaged in the operation for 
around one year.


The Koromo Plant was again commissioned with repair operations in July 1948 and in 
October1949. However, in that same month, the ban on passenger car production was 
lifted. Toyota Motor Co., Ltd. joined in the return to passenger car manufacturing, and 
so U.S. army vehicle repair operations were terminated in March 1950. Up till then, 
approximately 300 vehicles had been repaired, most of them Chrysler passenger cars 
of the Plymouth model.


Immediately after the war, the occupying administration had forbidden passenger car 
production, but companies were free to carry out research and development. Toyota 
Motor Co., Ltd. started work in mid-October 1945 on the design of a compact car 

Plymouth passengers cars repaired under a U.S. army vehicle repair 
operations purchasing order (PD work)



engine and completed the drawings in February 1946. Prototype production began 
immediately and, in November of the same year, the first prototype of the S engine was 
completed and mounted in the Model SB truck that went on sale in April 1947.


The structure of the various parts of the S engine were designed with reference to the 
Baby Ford made by Ford of Britain, while the main specifications and performance 
drew on the Trumpf-Junior made by the German firm Adler. Table 1-21 presents a 
comparison of the S engine with the Baby Ford and Adler engines.

The S engine was the only Toyota vehicle engine of the side valve type. From the first A 
engine through to the engine developed in 1945, Toyota vehicles had all been of the 
overhead valve type.


Model S engine



Table 1-21. Specifications of the S Engine (1947)

Source: S engine: Toyota Technology, March 1, 1948, p. 30, Baby Ford (model Y): British 
Cars (1974), p. 129., Adler (Adler 'Trumpf Junior'): Autos in Deutschland 1920-1939 
(1963), p. 22.

S Engine Baby Ford Adler
Model Water-cooled inline, 4-cylinder, 

side valves
〃 〃

Bore×Stroke 65×75mm 56.6×92.5m
m

65×75mm

Total engine displacement 
volume

995cc 939cc 995cc

Compression ratio 6.5：1 - 6：1
Maximum output 27HP/4000rpm 22HP/

4000rpm
25HP/
4000rpm

Maximum torque 5.9kg・m/2400rpm - -

Structural diagram of the S engine



However, in order to create some parts in common with the engines of Nissan Motor 
Co., Ltd., there had in fact been a plan to develop a six-cylinder side valve engine. 
According to a design order dated September 10, 1941 he side valve engine was to be 
easy to produce, but was also required to have superior performance and improved 
fuel efficiency. The design phase of this side valve engine was completed in 1943 as 
the L engine (six-cylinder, 3,790 cc), but did not progress to prototype production.


The design engineer in charge of S engine development at the time explained that the 
reason for adopting the side valve format was that even greater simplicity and solidity 
was demanded. There was a shortage of materials for vehicle manufacturing due to the 
rationing system and manufacturing had to make do with existing facilities. The choice 
of the side valve format with its simple structure and small number of parts was 
therefore a natural adaptation to the circumstances of the time.


Vehicles fitted with the S engine are discussed below in “Development of Compact Car 
Equipped with the S Engine” (Section 8 Item 1).


Item 6. Labor Disputes and President Kiichiro's 
Resignation


Dodge Line Recession and Liberalization of Vehicle 
Production and Sales 
After World War II, a new international order was established and a clear contrast 
between East and West emerged. With this change in the international situation, the 
economic policy of GHQ shifted from a focus on the democratization of Japan to 
stabilization and liberalization. In December 1948, the Japanese government was 
instructed to implement the Nine Point (Economic Stabilization) Program; in order to 
provide guidance on an appropriate economic stabilization policy, Joseph Dodge, the 
chairman of the Detroit Bank, arrived in Japan as special ambassador and financial 
advisor to GHQ on February 1, 1949.


Dodge introduced a set of economic stabilization policies known collectively as the 
Dodge Line. The basic policy was to reduce the money supply in order to bring inflation 
under control. One example of the concrete measures implemented was the policy of 
budgets balanced with a surplus, which was designed to control total demand. Under 



Dodge's guidance, the fiscal year 1949 budget put an end to the deficit budgets of 
thitherto with a severely austere budget balancing.


These abrupt measures to control inflation led to a rapid stabilization of prices, but at 
the same time the reduction in the money supply plunged industry into a serious 
shortage of funds, leading to unemployment and a series of business failures 
constituting the so-called 'Dodge Line Recession'. In the automotive industry, where 
the demand for regular trucks slackened from April 1949, there were even dealers who 
declined the vehicles assigned to them under the rationing system. In July and August 
of the same year, because of dealers withdrawing from receiving vehicles, Toyota 
Motor Co., Ltd.'s vehicle inventory at one stage exceeded 400 units.


One of the Dodge Line's economic stabilization policies was a uniform exchange rate 
of 360 yen to the dollar introduced on April 23, 1949. This policy, aimed at restoring a 
functioning market economy, was accompanied by the abolition of subsidies and the 
removal of a range of restrictions and controls.


On August 25, 1949, coal rationing was ended and in the next month, September, the 
subsidy for coal as a raw material for steelmaking was abolished. In the same month, 
the controlled price of iron and steel was raised by around 32 to 37 percent, but the 
officially fixed price of automobiles remained at the same level. An inspection of the 
controls on the automotive industry at the time shows that production materials were 
subject to rationed allocation with officially fixed pricing, while sales were also subject 
to rationed allocation with officially fixed pricing and distribution by application. Despite 
strenuous efforts by Toyota Motor Co., Ltd., to reduce costs, it was therefore difficult to 
cover the difference between the fixed prices of materials and products and the 
monthly deficit of approximately 22 million yen was forecast to continue.


Against this background, on October 25, 1949, GHQ issued the Memorandum 
Regarding the Comprehensive Removal of Restrictions on Vehicle Production and 
Sales. This led to the liberalization of vehicle production and sales-in principle-but as 
the system of rationed allocation under the Ministry of International Trade and Industry 
remained in place in the supply of production materials, the price of materials and 
vehicles remained controlled. Moreover, while controlled material prices were raised 
successively thereafter, the controlled price for vehicles remained unchanged until April 
1950. This made it very difficult for the automotive industry to balance costs.




The deteriorating business situation affected not only Toyota Motor Co., Ltd. but also 
Nissan Motor Co., Ltd. and Isuzu Motors Limited. Following the announcement in 
October 1949 of more than 1,000 job cuts, both these companies were hit by fierce 
labor disputes.


Emerging Business Management Crisis 
The transition to free market sales in October 1949 turned the automobile market into a 
buyer's market, causing upset in the automobile sales industry, which had been used 
to the seller's market that had prevailed under the controlled sales system. One result 
was that vehicle purchase by monthly installment became more common. As the 
conditions for monthly installments became gradually less favorable, this led to a rapid 
deterioration of the sales situation.


As soon as the free market sales began, Toyota dealers began monthly installment 
sales. For regular trucks, monthly installment sales accounted for 85 percent and 87 
percent of sales in November and December 1949, respectively. The figure for compact 
truck sales rose sharply from 47 percent in November of that year to 61 percent in 
December. Moreover, the average payoff period for monthly installment payments 
showed a lengthening trend.


These factors led to a large number of payment defaults, with Toyota Motor Co., Ltd. 
having to make up for the deficit and unleashing a serious business management 
crisis.


Even at the end of September 1949, when rationed distribution was still in place, the 
vehicle payments collected amounted to around 200 million yen, less than 60 percent 
of the 350 million yen value of shipments. These payment arrears and the increase in 
costs caused by the distorted controlled price system sparked a sharp deterioration in 
the business position of Toyota Motor Co., Ltd.


Despite strenuous rationalization efforts with the cooperation of the labor union, the 
iron and steel price rise could not be absorbed, and in November 1949 an operating 
loss of 34.65 million yen was recorded. The extent of the loss continued to increase 
thereafter, jumping to 198.76 million yen in the next month. At the end of the year, 
Toyota found itself forced to borrow 200 million yen to cover the shortfall for part 
payment of December's wage bill, payments to cooperating plants for goods supplied, 
repurchase of vehicle sales bills, repayment of debt, and other commitments.




On December 23, 1949, Toyota Motor Co., Ltd. and Toyota Motor Co., Ltd.'s labor 
union (All Japan Automobile Workers Union Toyota Koromo Branch), signed a 
memorandum in which they undertook to cooperate in overcoming the crisis. Among 
the main points of the agreement were that labor and management were to cooperate 
in implementing concrete proposals for rationalization aimed at cost reduction and that 
the company was at all costs to avoid job cuts as a means of overcoming the crisis, in 
return for which the labor union was to accept a 10 percent cut in the basic wage.


As mentioned previously, President Kiichiro Toyoda had reluctantly faced employment 
issues at Toyoda Automatic Loom Works during the Great Depression of 1930, and had 
been determined never to allow the same situation to arise. His entry into the 
automotive industry had in part been a strategy to diversify the business and thereby 
avoid the recurrence of employment problems. Therefore, in the face of the present 
business crisis, he retained his resolve to avoid job cuts at all costs, and it was natural 
that this intent should be reflected in the memorandum.


Following the signing of the memorandum, a loan syndicate supported by 24 banks 
was formed through the mediation of the Bank of Japan, which provided a loan of 
188.2 million yen to cover year-end payments on condition that Toyota Motor Co., Ltd. 
agreed to formulate a business reconstruction plan.


Establishment of Toyota Motor Sales Co., Ltd. 
In the New Year of 1950, negotiations with the Bank of Japan began on the Toyota 
Motor Co., Ltd. reconstruction plan. As vehicle sales payments arrears were a major 
cause of business deterioration, the establishment of a system to separate sales funds 
and manufacturing funds formed the basic strand of the reconstruction plan proposals. 
Among the specific points agreed upon were the establishment of a sales company, 
the establishment of a system of sales by monthly installment, the maintenance of 
orderly marketing, the alignment of vehicle production and sales with market trends, 
and a loan of 400 million yen in necessary funds.


The idea for the establishment of a sales company-which was said to have been an 
idea held since before the war by Shotaro Kamiya, managing director responsible for 
sales-was announced to the Management Council meeting on February 5, 1950. 
Originally, Toyota Motor Co., Ltd. had set up Toyoda Kinyu Kaisha in October 1936 to 
perform the financial functions required for a system of monthly installment sales. 



However, under the system of rationed vehicle distribution during the war, loans to 
support installment credit became unnecessary. The company changed its business 
activities and was renamed Toyoda Sangyo Kaisha.


Immediately after the war, Toyoda Sangyo resumed vehicle financing. At the time, sales 
on credit were made to the dealer through Toyoda Sangyo and the charge was settled 
with a bill. A system was in place whereby Toyoda Sangyo provided a loan to dealers 
who could not obtain a bank loan.


This operation was run by the Toyoda Sangyo Vehicle Financing Section, but Toyoda 
Sangyo was dissolved in September 1947 after being designated a holding company. 
The Vehicle Financing Section therefore became independent as Taiho Industrial 
Corporation. However, as Taiho Industrial had little capital and a poor credit rating with 
financial institutions, it did not function adequately. Vehicle financing operations were 
therefore transferred in November 1948 to Toyota Motor Co., Ltd., which however had 
its own difficulties with shortage of funds.


Regarding the need to establish a vehicle financing company, President Kiichiro Toyoda 
commented as follows at a Management Council meeting on February 28, 1950:


Today, in the transition to a free market economy, the vehicle industry, 
which grew up under a controlled economy and had almost no experience 
of the free market, is likely to face increasingly intense competition going 
forward from non-Japanese vehicles. Concern over whether it can survive 
at all is considerable in the business world and especially in the finance 
business. However, I do not share these concerns. Even in the United 
States, vehicle sales are managed by monthly installment, and I am 
confident that, as long as we can secure funds for monthly installment 
sales, the industry will thrive. The idea of establishing an independent 
sales company came about as a result of our promotion of procuring 
finance for monthly installment sales in the relevant quarters. However, 
there were various issues and things did not go as we might have wished. 

Among the main reasons for this were:

1. Lack of confidence in the finance world regarding Toyota's operations

2. Concern over the future of the automotive industry




3. The opinion that funds for monthly installment sales would instead be used for 
stockpile financing.


In other words, the lack of confidence in Toyota has arisen from the fact that our 
development of technology has preceded our development in business management 
(nowadays the situation is reversed and finance comes before business management 
and technology), and from the impression that when you lend money to Toyota, it is not 
clear how it will be used.


To remedy this situation, the finance industry is willing to send a representative to join 
Toyota's management, and we held an informal meeting to discuss this with business 
representatives from the finance world on February 18. Additionally, we need, first of 
all, to restore the confidence of the finance world and, secondly, to remedy the 
precedence of technology and create a more streamlined operation. We have already 
strengthened our management team's abilities in relation to internal and external issues 
and are working to establish a sales company at the earliest date possible.


The Toyota Motor Sales Co., Ltd. head office in Sasashima, Nakamura-
ku, Nagoya City at the time of the company's foundation



President Kiichiro believed that if a sales company could be established and a system 
of sales by monthly installment set up, the problem of collection of sales payments 
would be resolved.


After obtaining the agreement of the banks and the labor union, with the aim of 
establishing a sales financing system and increasing sales capacity, the sales 
department of Toyota Motor Co., Ltd. became independent with the establishment of 
Toyota Motor Sales Co., Ltd. on April 3, 1950. Shotaro Kamiya was appointed 
president and the company head office was located in the Nagoya Office of Toyota 
Motor Co., Ltd.-where the former sales department had been-at 221 Sasashima 1-
chome, Nakamura-ku, Nagoya City.


At the time, as Toyota Motor Co., Ltd. was designated a Restricted Company, it was 
not able to provide finance to Toyota Motor Sales Co., Ltd. The latter's capital of 80 
million yen (1.6 million shares) was therefore provided by 18 individuals who were due 
to become officers or executives at the rank of section manager or above in Toyota 
Motor Sales Co., Ltd., including Shotaro Kamiya (president), Shiro Onishi (managing 
director), Shikanosuke Hanasaki (director), Kenichiro Kunori (corporate auditor), and 
Seishi Kato (monthly installment sales division general manager).


On April 11, 1951, the Restricted Company designation was removed from Toyota 
Motor Co., Ltd., and it was listed as one of the major shareholders for the first time in 
the Business Report for the Sixth Business Period (October 1952 to March 1953) of 
Toyota Motor Sales. The number of shares held by Toyota Motor Co., Ltd. was 
900,000, or 22.5 percent of the total of four million shares.


Labor Dispute Over Job Cuts 
Despite the establishment of Toyota Motor Sales Co., Ltd. in April 1950, the situation, 
far from improving, deteriorated further. In January of that year, the controlled price of 
iron and steel was raised by around 30 percent following a similar rise in September of 
the previous year. As for non-ferrous metals, price controls were abolished on lead, 
zinc, copper, and other metals in September 1949 and on aluminum in January 1950. 
Substantial rises in market prices followed.


In contrast to this surge in raw material prices, as previously explained, controlled 
automobile prices remained unchanged until April of the same year. Toyota Motor Co., 



Ltd. pressed ahead energetically with its business rationalization strategy, but in the 
four and a half months from November 16, 1949 to March 31, 1950 (irregular 
accounting period in accordance with the Business Reconstruction and Adjustment 
Act), the accounts showed a loss of 76.52 million yen. As the company's business 
results showed no sign of improvement, the Toyota Motor Co., Ltd. labor union 
decided that job cuts were inevitable, and was prepared for conflict by the end of 
March 1950. Thereafter, labor and management negotiations deteriorated into a 
protracted dispute.


On January 19, 1946, the Toyota Motor Co., Ltd. labor union was formed with the name 
Toyota Motor Co., Ltd. Koromo Labor Union, and the First Management Council 
meeting was held on April 7 of the same year. The Management Council, a discussion 
body consisting of labor and management, provided a forum for exchange of opinions 

A meeting of the labor union at Toyota Motor Co., Ltd. Head Office



on principal working conditions as well as production plans, management structures, 
and other subjects. On July 25, 1946, it concluded a labor agreement. Later, in March 
1948, the All Japan Automobile Workers Union (JAWU), a nationwide industry-based 
organization, was formed with 94 branches and around 40,000 union members, and 
the Toyota Motor Co., Ltd. Koromo Labor Union became the Toyota Koromo Branch of 
the Tokai Regional Section of the JAWU.


Meanwhile, Nippondenso (now Denso Corporation), which was formed in December 
1949, became involved in a labor dispute over job cuts ahead of Toyota Motor Co., Ltd. 
On March 31, 1950, four months after its establishment, Nippondenso announced 
business reconstruction proposals including 473 job cuts. At the time, the 
Nippondenso labor union, like the Toyota Motor Co., Ltd. labor union, belonged to the 
Tokai Regional Section of JAWU and was known as the Nippondenso Branch.


To support the Nippondenso Branch as it entered dispute, the Toyota Motor Co., Ltd. 
labor union submitted a notification of dispute action on April 7 and informed the 
company that it would take dispute action from April 9. The labor union then issued 
repeated demands for submission of the company's reconstruction proposals, which 
the company complied with urgently.


At the 8th round of collective bargaining held on April 22, 1950, the company thus 
presented the following reconstruction proposals:

1. The company must reduce labor costs. Excluding the Shibaura and Kamata Plants, 

1,600 volunteers for retirement will be recruited from among the registered 
employees of head office (excluding the clinic, consumer cooperative, and social 
insurance organizations).


2. Remaining staff will be subject to a 10 percent wage cut.

3. In addition to the sum indicated in Item 1 of the Retirement Allowance Regulations, 

voluntary retirees will receive one month's basic wage plus 3,000 yen for unmarried 
staff, and 5,000 yen for married staff.


4. The company wishes to close the Shibaura and Kamata Plants, but will reconsider 
where there is a prospect of independent profitability.


5. The social insurance union, the consumer cooperative, and the clinic will become 
separate or independent organizations.


6. The wage system will be reformed along with a radical redistribution of staff.




7. Discussions on the reconstruction proposals will take place for three days from 
April 24. Measures to be taken after the three days will be discussed in the three-
day period.


The labor union expressed its unhappiness with the company reconstruction proposals 
centered on these job cuts. From April 24, discussions on the concrete strategies were 
held between labor and management. However the negotiations made slow progress, 
and the dispute continued for another month and a half until the memorandum was 
signed on June 10.


Resignation of President Kiichiro Toyoda 
At the 21st round of collective bargaining on May 27, 1950, among the agenda items 
proposed by the labor union was the resignation of the President, the Executive Vice 
President, and Managing Director Nishimura. This subject was raised during the 
ongoing discussions on the company reconstruction proposals between labor and 
management because two days earlier on May 25, President Kiichiro Toyoda had 
announced before a meeting of the officers of the Toyota National Dealers' Advisory 
Council that he accepted responsibility for 
the labor disputes and would resign. The 
company explained that President Kiichiro 
intended to resign and that his successor 
would be Taizo Ishida, President of Toyoda 
Automatic Loom Works.


Meanwhile, during the almost two-month-
long labor dispute, production had fallen 
behind and the worsening of the business 
situation took on a still greater level of 
seriousness. The putting into practice of 
the company reconstruction proposals 
could be delayed not a moment longer, 
and at the 25th round of collective 
bargaining on June 4, the company 
presented the labor union with a written 
document appeal ing for a speedy 
resolution, as part of efforts to achieve 
acceptance of the company reconstruction New president Taizo Ishida



proposals centered on job cuts. Through the recruitment of voluntary retirees-which 
was progressing in parallel with the collective bargaining-a staff reduction of 1,600 had 
been targeted, and by June 6 the number of volunteers had reached around 1,700.


At the 29th round of collective bargaining on June 8, as a result of discussions lasting 
through the night, the labor union decided on the early morning of the 9th to accept the 
company reconstruction proposals. The main points of the memorandum which was 
concluded and signed by labor and management on the next day, the 10th, were as 
follows:


1. Job cuts, The labor union accepts the retirement of the voluntary retirees. The 
company, having taken note of the opinions of the labor union, accepts the 
reinstatement of some 160 of the retirees. When the company takes on staff in the 
future, priority will be given to the staff retiring on the present occasion. The 
company and labor union will make efforts to find new employment for the retirees.


2. Wage cuts, The labor union accepts a wage cut for remaining staff (10 percent from 
June 16).


3. Personnel reforms, The company will undertake bold reform of personnel 
organization, in which it will take note of the opinions of the labor union.


The conclusion of negotiations with the labor union meant the confirmation of the 
closure of the Shibaura and Kamata Plants in Tokyo, which had been part of the 
company reconstruction proposals. There were 2,146 job losses, including 378 at the 
two plants. A staff of 5,994 remained (including 350 in the sales division).


The labor dispute that began on April 11, 1950, was thus brought to an end after two 
months on June 10. But before that, on June 5, President Kiichiro, Executive Vice 
President Kazuo Kumabe, and Managing Director Kohachiro Nishimura accepted

responsibility for the labor dispute and resigned. Furthermore, at an extraordinary 
general shareholders meeting on July 18, all corporate officers made a collective 
resignation, new officers were elected, and Taizo Ishida, president of Toyoda Automatic 
Loom Works, was appointed concurrently to the position of president of Toyota Motor 
Co., Ltd. Fukio Nakagawa, director of the Osaka Office of the Teikoku Bank (now, 
Sumitomo Mitsui Banking Corporation), was appointed as a new senior managing 
officers.




Closure of Shibaura and Kamata Plants 
In May 1950, while the dispute was ongoing, the Shibaura and Kamata Plants in Tokyo 
were declared as financially independent and began preparations for closure.


The Shibaura Plant had been opened in May 1936 as the Shibaura Laboratory of the 
Automotive Department of Toyoda Automatic Loom Works, but 90 percent of the 
facilities were destroyed by fire in the Tokyo air raids of March 1945. Following its post-
war restoration, it undertook vehicle refurbishment and repair. In June 1950, when the 
Shibaura Plant was closed down, its staff was transferred to two newly established 
companies: Tokyo Shibaura Automobile Works Co., Ltd. (President: Shinji Hasegawa, 

Signing of the memorandum settling the labor dispute



former general manager of the Shibaura Plant), and Japan Vehicle Body Co., Ltd. 
(Representative: Yasuo Naito) The two companies leased the facilities of the former 
Shibaura Plant and carried on vehicle refurbishment, repair, mounting of vehicle bodies, 
and other operations.


However, both companies were dissolved in 1953 due to lack of business and their 
facilities and staff were taken over by Toyopet Seibi Co., Ltd., established in June 1954, 
which was renamed Toyopet Service Center Co., Ltd. in 1964 and Toyota Technocraft 
Co., Ltd. in 1990. Today, its operations include vehicle upgrading and repair, mounting 
for and modification of special vehicles, and commissioned vehicle development, 
prototype production, and modification.


Following the war damage to the Shibaura Plant, the Kamata Plant was leased to 
replace it after the war from Nippon Nainenki Seizo, a company whose president was 
the former Toyota Motor Co., Ltd. director Jinkichi Terada (during whose presidential 
term Kiichiro Toyoda was also a company director). In February 1947, the Kamata Plant 
began modification and refurbishment of decommissioned vehicles from the occupying 
forces (GMC weapon transport vehicles). (during whose presidential term Kiichiro 
Toyoda was also a company director). 


In February 1947, the Kamata Plant began modification and refurbishment of 
decommissioned vehicles from the occupying forces (GMC weapon transport vehicles). 
With the aim of business conversion, the plant tried its hand at prototype production of 
compact truck bodies and other operations, but these experiments were interrupted by 
the recession brought on by the Dodge Line, and the plant was forced to close as part 
of the Toyota Motor Co., Ltd. reconstruction plan.


The Kamata Plant facilities were returned to Nippon Nainenki Seizo and its employees 
had to be reassigned to different work. Central Motor Co., Ltd., one of the new 
businesses which resulted, launched into the vehicle body mounting business, and 
later became responsible for body manufacturing and assembly for new Toyota 
vehicles.




Section 7. Modernization 
of Facilities 

Item 1. Training at the Ford Motor Company and 
Observation of American Machinery Manufacturers

Toyota Motor Co., Ltd. ended a two-month labor dispute on June 10, 1950. The 
company announced a new employment system, and measures designed to effect a 
reorganization-such as labor-management negotiations on a new labor agreement and 
revision of the salary system-were started. It was under these circumstances that 
Toyota Motor Sales Co., Ltd. President Shotaro Kamiya and Kanto Auto Works, Ltd. 
President Hidejiro Okuda departed for the United States on June 23.


The purposes of their trip were to observe the American automobile industry and to 
negotiate a technical tie-up agreement with Ford Motor Company (Ford). Managing 
Director Eiji Toyoda, who also travelled to the U.S. about a half month later on July 11, 
recalled, "Kamiya of Toyota Motor Sales Co., Ltd. traveled to America as an advance 
team to negotiate basic technical guidance so that when I traveled to America, I could 
sign the agreement." The negotiations proceeded smoothly right up to just before the 
signing, but the entire process returned to the beginning as a result of effects from the 
Korean War, which had broken out on June 25. President Kamiya and President Okuda 
concluded the negotiations and returned to Japan, leaving Managing Director Eiji 
behind, on September 30.


The contract signed with Ford included the dispatch of three engineers, and a technical 
tie-up suitable for Toyota Motor Co., Ltd.'s production scale was anticipated. With the 
outbreak of the Korean War, however, the American government prohibited overseas 
investment and issued an order requiring confinement of key engineers, making 
implementation of the agreement impossible. In response to these developments, Ford 
agreed to accept trainees from Toyota Motor Co., Ltd. in place of sending engineers.


Managing Director Eiji became the first trainee at Ford. He spent approximately one 
and a half months from July 20 to September 8 observing the River Rouge Plant, 
Highland Park Plant, Mound Road Plant, Ypsilanti Plant, Dearborn Plant, Canton Plant 



and other sites, and was instructed by various Ford personnel. He also visited Chrysler 
Corporation, the Budd Company, Timken Detroit Axle Company, Muskegon Piston 
Ring Company, Bauer Roller Bearing Company, and others.


In addition, Managing Director Eiji visited 21 machine tool companies from August 7 to 
September 29 and observed the latest machine tools. Of these companies, Toyota 
Motor Co., Ltd. had installed machine tools from 15 of them at the time of its 
foundation, and Managing Director Eiji was able to confirm directly the advances in 
performance of machine tools by observing the equipment and to acquire useful 
information regarding future equipment updates.


Eiji Toyoda, President Kamiya of Toyota Motor Sales Co., Ltd. (left) and 
President Okuda of Kanto Auto Works, Ltd. (right) with Mr. White (rear) of 
Ford at Ford Motor Company



Following Managing Director Eiji, Managing Director Shoichi Saito traveled to the 
United States on October 3 and underwent training at the Ford River Rouge Plant for 
about one and a half months. Following his return to Japan, Managing Director Saito 
introduced a suggestion system based on Ford's suggestion system in order to gather 
ideas from a wide range of employees. The system, which went into operation in May 
1951, was the Creative Idea Suggestion System. Over time, the system has been 
improved and expanded.


One thing that both Managing Director Eiji and Managing Director Saito mentioned 
after their time in the U.S. was the surprising quality of the materials used in America. 
Managing Director Eiji stated in response to a request for information from the Society 
of Automotive Engineers of Japan, "Japan's automobile industry facilities and 
engineers are good, but our machine tools and materials are inferior. If we can solve 
this problem, we can manufacture good and economic vehicles that are equal to 
America's. This is the conclusion that I drew during my recent travels." When Kiichiro 
Toyoda entered the automobile business, he decided to produce steel and machine 
tools internally because the materials and machine tools available in Japan at that time 
were inadequate. Even in 1950, fully 17 years later, the company was still facing the 
same problem.


Later, when recalling his training at Ford, Eiji made the following statement. I felt that I 
was being honest in saying: “Ford’s not doing anything we don’t already know”. 


But at the same time I was certainly not presumptuously downplaying 
Ford’s tremendous lead. After all, their daily output was 8,000 units; ours 
was a piddling 40. You might as well compare a pebble with a boulder. In 
terms of corporate size, we were in very different leagues. Yet, I didn’t 
think that there was such a large gap in technology. The difference lay 
mainly in the scale of production. I felt that if the size of Toyota’s 
operations grew large enough, we’d be fully able to handle an American-
type production system. 



Item 2. Special Demand Caused by Korean War

On June 25, 1950, the Army of the Democratic People's Republic of Korea (North 
Korea) crossed the 38th Parallel and invaded the Republic of Korea (South Korea). This 
was the start of the Korean War.


To rapidly supply equipment to the South Korean Army, industrial capacity in Japan-
which was the closest country to the battlefront-was used, and as early as July 10, an 
inquiry concerning trucks was received from the procurement division of the Eighth 
United States Army. Toyota received an order for 1,000 Model BM trucks, and Toyota 
Motor Co., Ltd. and Toyota Motor Sales Co., Ltd. jointly entered into an agreement for 
their supply on July 31. The agreement called for 200 trucks to be delivered in August 
and 400 each in September and October. Toyota later received an order for 2,329 
trucks on August 29 and an order for an additional 1,350 trucks on March 1, 1951, for a 
total of 4,679 Model BM trucks. The total value of these orders was 3.66 billion yen.


Model BMV cargo truck supplied under special demand



In response to this special demand, Toyota Motor Co., Ltd. increased its monthly 
production plan from 650 units to 1,000 units. The increase in production was 
implemented by having current employees work two hours overtime each day, and the 
planned shift from the Model BM truck to the Model MX truck was postponed until 
after the delivery of all BM trucks.


Toyota Motor Co., Ltd.'s business performance improved rapidly as a result of the 
Korean War special procurement demand. The situation was explained as follows in 
the 22nd Business Report (covering April to September 1950) as follows:


Although prices for materials, parts, tires, and so on repeatedly rose after 
the outbreak of the Korean War due to automobile sale pricing controls-
which in the past were a major restraint on operations-were eliminated in 
the middle of April, we have been able to maintain profitability by 
adjusting automobile sales prices, and since the resolution of the labor 
dispute, results have been improving every month as production increases 
in response to demand. 

Toyota Motor Co., Ltd. fell into a condition of management crisis as a result of the 
effects from the Dodge Line and it was necessary to reduce personnel, but following 
the outbreak of the Korean War, business performance recovered and the company 
was able to take new steps forward.


Item 3. Facility Modernization Five-year Plan-
Towards a System for Producing 3,000 Vehicles per 

Month


Repair and Maintenance of Existing Equipment and 
Machinery 
Following their return from the United States, Managing Director Eiji Toyoda and 
Managing Director Shoichi Saito worked to streamline and modernize facilities against 
the backdrop of the recovery of business performance.


President Kiichiro Toyoda served as director of the Temporary Reconstruction Office 
from April 1946 to March 1947 and encouraged the restoration of machine tools that 



had been overused during the war. The repairs, however, did not go beyond minimal 
emergency measures. Systematic restoration work began in 1948, but restoration of 
machine tools in use at plants required replacement and supplementary units, so there 
was a limit to what could be done.


In January 1951, approval was received for temporary use of government-owned and 
some privately-owned equipment formerly designated for reparations, and the situation 
changed. By using such equipment, restoration of general-purpose machine tools was 
expected to proceed according to plan.


According to a survey conducted by the machining plant-which was responsible for the  
restoration of equipment-at the end of 1950, Toyota Motor Co., Ltd. had approximately 
2,700 machine tools and approximately 2,000 industrial machines including presses 

Machinery repair work at a machinery plant



and forges for a total of approximately 4,700 machines. Of these, 47 percent were in 
use for less than 10 years, and 53 percent were in use for 10 to 20 years. Also, 69 
percent of the machines were manufactured in Japan and 31 percent were imported.


When categorized by precision and functionality, facilities and machinery was divided 
as follows.

1. 1,556 machines (33 percent) had good or generally good precision and 

functionality.

2. 2,262 (48 percent) machines had somewhat poor precision and functionality.

3. 888 (19 percent) machines had substantially poor or nearly unusable precision and 

functionality.


The machines in category (3) required immediate restoration, while those in category (2) 
needed a systematic restoration in stages.


Restoration was implemented based on the survey, and restoration of the machines in 
substantially poor condition was completed in 1952 while outdated belt-driven lathes 
and milling machines were improved until they could be discarded. In addition to 
restoring precision and functionality, active efforts were made to modernize refurbished 
equipment and changes were made from flat belt drives to V-belt or gear drives, 
necessary functions were automated or semi-automated, and automated specialized 
equipment using idle power units was introduced.


Automation of Machine Tools and Having One Person 
be in Charge of Several Machines 
While equipment and machinery was restored, automation of machine tools was also 
implemented. Specific automation measures included the introduction of automatic 
delivery equipment using plate cams and automatic shut-down devices using micro-
switches. This was technology developed as a result of observations made in the 
United States.


The automation of equipment was an essential condition for putting one employee in 
charge of several machines, an idea proposed by Koromo Plant Machining Plant 
General Manager Taiichi Ono.




General Manager Ono had been an engineer at Toyoda Boshoku Corporation where he 
observed a single worker operating up to 20 automatic looms. He believed that it was 
inefficient for each worker to operate only one machine.


The engine plant and powertrain plant under the machining division of Koromo Plant 
had been separate organizations, but they were integrated in August 1949 to establish 
a single machinery plant. At that time, investigations of having one worker operate 
several machines began with General Manager Ono playing a central role.


Having one worker operate multiple machines was premised on the automation of 
machine tools, for example, in the use of automatic shut off and automatic parts feeds. 
It would be possible if processes could consist of automatic multi-cut lathes, automatic 
special-purpose machines using various types of power units, and so on. However, the 
costs required for automation were considerable, and the necessary returns could not 
be guaranteed with small-scale production.


A machining line where each worker is responsible for multiple machines



Equipment was converted into simple automatic machinery by installing simple cam-
feed mechanisms and micro-switches and giving the equipment automatic feed and 
automatic shutdown functions. By introducing this type of automation, it became 
possible for a single worker to operate multiple machines, dramatically raising work 
efficiency.


When one worker was responsible for multiple machines, there was no time for the 
workers to sharpen the machinery tools (cutting tools), and it became necessary to 
specialize tool sharpening. As a result, a centralized sharpening system was introduced 
at all machine plants in November 1951, and the Central Tool Department performed 
tool collection, sharpening, and delivery.


Streamlining Transport 
Managing Director Eiji Toyoda and Managing Director Shoichi Saito focused on 
streamlining transport from the time that they returned from training at Ford. The 24

Transport Countermeasures Committee was established in early 1951 to investigate, 
conduct research on, and improve transport including the establishment of transport 
control systems, and improving transport equipment and adopting standards to raise 
transport efficiency.


In place of the hand carts, hand trucks, trucks, and so on used within the plants, 
forklifts and truck trailer trains (towing tractors) were adopted. At the same time, pallets 
and box pallets used for transport were standardized. In addition, electric hoists and 
various types of conveyors were extensively installed to raise work efficiency.


In July 1951, electric forklifts (FHL-1) manufactured by Shinko Electric Co., Ltd. were 
introduced between the casting plant and No. 1 machining plant to transport model B 
engine cylinder blocks, cylinder heads, and camshafts. When using hand carts and 
hand trucks, it took five workers (634.05 man-hours per month) to transport 1,000 each 
of these three products, but after the introduction of the forklifts, one worker was able 

 Managing Director Eiji Toyoda wrote the following in a journal of his training at Ford: "With respect to 24

machining, I think we can achieve efficiency comparable to Ford's by using conveyors and research on 
cutting tools. I believe that we could compete against them. Machining allowance for cranks is minimal. 
Stamping materials are a problem. It would be worthwhile to conduct research on the use of conveyors 
at the machining plant and assembly plant" ('Report in U.S.A.,' Journal of Managing Director Eiji Toyoda, 
July 31, 1950). Managing Director Shoichi Saito had the following impression of his training at Ford: "I 
was surprised at how improvements in material handling in mass production lead to cost-cutting and 
increased productivity" (America, An Automobile Nation, p. 88, by Shoichi Saito).



to perform the same work in 87.5 hours. This of course led to cost reductions, and 
when depreciation, maintenance expenses, and labor costs are included, the monthly 
savings were 52,166 yen.


Improved Model SB small trucks with shortened beds were used as towing trucks to 
tow multiple carts loaded with parts and deliver the parts to the various processes. By 
specifying the operating times of the towing tractors, it was possible to deliver the 
necessary parts to the required locations at the time needed, and the trucks became 
an important means of implementing the Just-in-Time System.


Later, Shinko Electric Co., Ltd. and other companies sold forklifts equipped with Toyota 
Motor Co., Ltd. Model S engines (950 cc)2, and in response, Toyoda Automatic Loom 
Works, Ltd. developed and manufactured the Model LA forklift using the same engine 
starting in March 1956. Toyota Motor Sales Co., Ltd. handled sales of the forklift.


A Model SB truck modified tractor towing multiple part carts



The business of selling forklifts and other industrial vehicles expanded rapidly for 
Toyota Motor Sales Co., Ltd. The business became a division of Toyota Motor 
Corporation after the merger of Toyota Motor Co., Ltd. and Toyota Motor Sales Co., 
Ltd., and in December 2000, it was transferred to Toyota Industries Corporation. 
Manufacturing and sales were integrated, and Toyota L&F Company became an 
internal company of Toyota Industries Corporation in 2001.


Results from First Half of the Production Facility 
Modernization Five-Year Plan 
Toyota Motor Co., Ltd.'s machinery and equipment became obsolete, and as 
mentioned above, by the end of 1950, more than half (53 percent) of its machinery had 
been in use for 10 years or more. Updating of obsolete equipment and increasing 
capacity was planned, and in February 1951, the Production Facility Modernization 
Five-Year Plan was adopted (covering the period from April 1951 to March 1956). 

A Toyota Model LA lift truck in operation at a casting plant



Target monthly production under the plan was 3,000 units, approximately double the 
1,542 units produced in March 1951.


The plan called for total investment in equipment of approximately 5.8 billion yen over 
five years, with approximately 700 million yen to be invested in the first fiscal year 
(1951) and approximately 600 million yen the following year. The plan for 1951 focused 
on updating obsolete equipment, but the supply capacity of domestic machinery 
makers was inadequate so the difference was supplemented by acquiring equipment 
formerly designated for reparations and importing foreign production equipment.


In 1952, priority was placed on establishing the production facilities for the R engine 
(1,500 cc class), which was in prototype production and testing. Specialized equipment 
and tools designed and manufactured by Kariya Machine Works (a company name 
temporarily used by Toyota Machine Works following the war1) were installed with the 

Method of use of the 2000-ton press



aim of starting production in April 1953. Development of the R engine was extended 
because of design changes, and production began in September 1953.


2000-ton press manufactured in-house



Machining tension bolts on the 2000-ton press (machining plant)



One new machine that attracted attention at this time was a Clearing-type, internally-
manufactured 2,000-ton press that went into operation in June 1951. Until then, a 700-
ton crank press for automobile frames manufactured by Komatsu Ltd. and installed in 
1935 was used, but when forming truck frames, it was necessary to divide the front 
and rear ends of the mold and to operate the press twice. The 2,000-ton press was 
installed to eliminate this lack of capacity. The background to its installation was as 
follows.


A request was received in July 1940 from the Automobile Technology Committee 
chaired by the Ministry of Commerce and Industry to reinforce truck suspensions and 
increase their carrying capacity, and development of the 4-ton Model KB truck was 
started. An attempt was made to acquire a large press from the United States to form 
the truck frames, but as war expanded in Europe, the export of large presses was 
banned, and acquisition was not possible.


In the summer of 1941, a decision was made for Kenya Nakamura of the Body 
Manufacturing Division to manufacture a press internally with cooperation from 
Sumitomo Machinery, and Nakamura began designing a press based on a 2,000-ton 
Clearing press owned by Kanagawa-based Kohan Kogyo Co., Ltd. Tentative drawings 
of the large components were completed around the summer of 1944 and manufacture 
of the machine began, but with the worsening war situation, the manufacture had to be 
postponed until the end of the war.


The Temporary Reconstruction Office began restoring machinery in April 1946, and 
work on the 2000-ton press was resumed. With cooperation from Sumitomo 
Machinery, which was responsible for the drive mechanism and other components, a 
Clearing-type 2,000 ton press with a total mass of 216 tons was completed in April 
1951 and began operating in June.


This Clearing-type 2,000 ton press was used not only to manufacture truck frames, but 
was also used as a transfer press. In other words, four press dies were attached by 
using horizontal slides and bolsters, and the panels were transported between the 



press dies manually in each stroke, and stamped parts (such as brake backing plates) 
were completed with each stroke.


Although cooperation was received from a machinery manufacturer, this large press 
was manufactured in-house and was a monumental achievement symbolizing Toyota's 
spirit of manufacturing through self-help efforts. The 2,000-ton press was relocated to 
the frame manufacturing plant of a Takebe Co., Ltd. subsidiary in Thailand in 2006.


Results from Second Half of the Production Facility 
Modernization Five-Year Plan 
Under the first half of the Production Facility Modernization Five-Year Plan (from the 
end of September 1951 to the end of November 1953) the book value of machinery 
increased from 421 million yen to 844 million yen, doubling in just two years and two 
months. On a quantity basis, the total number of machine tools and industrial 
machines increased by 19 percent from 4,761 to 5,645. The increase in the book value 
was so substantial because of the purchase of expensive imported machinery and 
specialized domestic machinery. Between December 1952 and November 1953, a total 
of 103 new and powerful machines were imported and 43 machines specifically for 
manufacturing the R engine were installed.


During the second half of the Plan, most of the new manufacturing facilities installed 
were for the new Crown (Model RS) passenger car. Until that time, the manufacture of 
compact passenger car bodies had been outsourced to Arakawa Sheet Metal Works, 
Kanto Auto Works, Ltd., Central Japan Heavy Industries, Ltd. (now Mitsubishi Heavy 
Industries, Ltd.), and other companies, but production was brought in-house and 
investment in press plants and autobody plants was increased.


Compact passenger car body production was moved in-house because an informal 
decision had been made in early 1952 to reinstate President Kiichiro Toyoda. According 
to Eiji Toyoda's recollection, "Mr. Ishida requested that Kiichiro be reinstated in early 
1952, but Kiichiro, possibly masking some self-consciousness he felt upon receiving 
the offer, complained, 'a company that does not make passenger cars is not an 
automobile manufacturer-I have no intention of managing such a company.' Inwardly, I 
suspect that he was quite pleased. Mr. Ishida convinced him that 'the company can 
make passenger cars when you return,' and a decision was made to reinstate Kiichiro 



as president." At that time, decisions were made to develop the first-generation Crown 
and to manufacture a complete passenger car including the body at the Koromo Plant.

With regard to internal production of the compact passenger car body, the vehicle was 
designed at the same time that plant and equipment planning was performed. A policy 
was adopted of preparing the facilities through close cooperation between design 
engineers and production engineers. Expansion of the press plant and autobody plant 
was completed in May 1952, and the compact passenger car production facility plan 
and new engine (R engine) production facility plan were launched.


Under the second half of the Production Facility Modernization Five-Year Plan, by the 
end of November 1955, the final year of the plan, the book value of machinery reached 
1.986 billion yen and the total number of machine tools and industrial machines was 
5,602. Compared to the end of November 1953, book value increased by 2.35 times, 
but the number of machines decreased slightly. The value per machine increased as a 

Rotary milling machine for cutting the upper and lower surfaces of the R 
engine cylinder block



A machine line exclusively for the R engine cylinder block



result of the introduction of high-performance and high-productivity machinery. This 
means that processes previously performed using three to four general-purpose 
machines could now be performed using a single special-purpose machine, and 
processing capacity was increased substantially without increasing the number of 
machines.


Total capital investment during the five years of the Plan (1951-1955) was 4.602 billion 
yen. Of this amount, 1.437 billion yen was for imported machinery, 2.749 billion yen 
was spent on domestic machinery, and 416 million yen was for equipment-related 
ordinary expenses.


As a result, production capacity reached the target of 3,000 units per month. However, 
Toyota Motor Co., Ltd. reduced operations to five days per week from June 1955 until 
the following January and did not have the opportunity to operate at full capacity. 
Starting in February 1956, however, production volumes were increased month by 
month, to 2,000 units in February and March, 3,000 units in April to June, 4,000 units in 
July to September, and 5,000 units in October to December. Thus, monthly production 
increased by more than 1,000 units each quarter. Production results quickly overshot 
planned capacity in response to robust demand.


Death of Founder Kiichiro Toyoda and Risaburo 
Toyoda 
Kiichiro Toyoda passed away on March 27, 1952 while the Production Facility 
Modernization Five-Year Plan was underway. A provisional decision had been made to 
reinstate Kiichiro as president at the general shareholders meeting in July, and his 
sudden death occurred while preparations for his reinstatement were being made. Eiji 
Toyoda recalled Kiichiro's death:


When the decision was made to reinstate Kiichiro, he felt motivated and 
was excited about it. However on March 27, he died suddenly from a 
cerebral hemorrhage. He was only 57 years old and still had much to do. 
When I think about it now, his excitement for the future must have been 
too much for his body to take. 



When Kiichiro resigned as president in June 1950, he was traveling between Tokyo and 
Nagoya and conducting research on a helicopter and a new type of gasoline engine to 
be used with it.


Founder Kiichiro Toyoda



On June 3, 1952, a little more than two months after Kiichiro's death, Risaburo Toyoda, 
the first president of Toyota Motor Co., Ltd., died at the age of 68. Eiji recalls his death:


Risaburo was already ill and bedridden at the time of Kiichiro's death and 
was not able to attend the funeral. I reported the events of the funeral at 
his home in Nagoya, and Risaburo grumbled from his bed, 'Toyota has to 
make passenger cars.' The person who had been most strongly opposed 
to Toyota making automobiles was now saying, 'Toyota can't make just 
trucks-no matter what, it has to make passenger cars too.' I turned to 
Risaburo and said, 'We are now making the preparations for a passenger 
car and it will be completed soon. Please take a look at it.' But Risaburo 
died without ever having the opportunity to see the new car. 

Conceptual diagram of the engine and helicopter drive posed by Kiichiro



First President Risaburo Toyoda



Item 4. Supermarket Method

In conjunction with the increase in production volume, awareness of the importance of 
production control increased, and in 1954, the 'supermarket method' was introduced.


The production method used until then (in the case of the machining plant) was to 
attach one voucher to each part to be machined and for the transport team to 
transport the parts to the machinery assembly plant. This is the method of transporting 
parts from the prior process to the subsequent process and parts are delivered 
regardless of whether they are needed by the subsequent process or not. This causes 
processed parts to accumulate at the machine assembly plant in volumes greater than 
needed, requiring an expensive storage area to such an extent that the plant could be 
more properly referred to as a parts storage area then an assembly worksite.


Example of the kanban system, an advanced version of the supermarket 
method



Machine assembly processes were performed by checking which assembly part 
models were to be installed while monitoring the inventory of parts. When all the 
necessary parts were not available, just the delivered parts were assembled and the 
leftover parts were temporarily removed from the line until the needed parts arrived. In 
the early part of each month, when it was difficult to gather all of the necessary parts, 
assembly was roughly half the planned volume.


The completed assembly parts were then transported to the production line in the 
general assembly plant, the next process. No matter what model was being 
assembled, it could only be assembled in the quantity for which parts were available, 
and as a result, it was nearly impossible to assemble components to produce models 
in the planned necessary amounts. As a result, it was extremely difficult to proceed 
according to the daily plans until about the middle of the month when parts steadily 
accumulated.


At the end of the month, when all of the parts were available, so-called 'end of month 
catch-up production' was conducted. Using the same number of workers as at the 
beginning of the month, the conveyor speed was increased at the end of the month in 
an effort to catch up. This signifies at the beginning of the month there were an excess 
number of workers simply waiting for parts. This was because of the lack of uniform 
production throughout the month by the machining, machine assembly, and the 
general assembly processes. In the end, it was not possible to produce the planned 
volume each day.


Even with this situation, thanks to low production volumes and the excess personnel, 
little issue was made and responses to the inadequate control were made based on the 
discretion of individuals. In conjunction with rising production volumes, however, 
developing production control systems became an urgent issue and the following 
measures were implemented:

1. Machining processes were regulated and standardized by type and machines were 

located based on the standards.

2. Standard worksheets for each part on the production line were prepared and 

workers were instructed to perform basic work based on the worksheets.

3. Machines were inspected daily and preventive maintenance was performed.

4. Waste, inconsistencies, and unreasonable requirements were eliminated to improve 

work.




As a result of these measures, systematic and efficient production was achieved in the 
machining processes, and it became necessary to reconsider the work of transporting 
parts from those processes to the machine assembly processes. Introduction of the 
supermarket method was considered for this purpose.


The supermarket method was introduced based on hints obtained from a report on a 
Lockheed aircraft plant in the United States in an industry publication in the spring of 
1954. According to the article, by using the supermarket method to assemble jet 
bombers, expenses were reduced by $250,000 annually and 60,000 square feet of 
storage space could be used for other purposes.


At that time, supermarkets were not common in Japan, and no one had personal 
experience with supermarkets to help in their understanding of the system. Toyota 
Motor Co., Ltd. inferred from the article that the subsequent process is the 'customer' 
and the prior process is the 'supermarket'. The method of the customer retrieving 
necessary items from the supermarket shelves was understood to mean that the 
subsequent process retrieves parts from the prior process.


By applying this concept to assembly processes, it was possible to assemble the 
required vehicle models according to plan by attaching assembly parts in advance and 
having the general assembly plant retrieve them. The same method was adopted at the 
machine assembly plant, which retrieved the parts it needed from the machining plant. 
This was the creation of Toyota Motor Co., Ltd.'s supermarket method.


The supermarket method evolved into the Kanban System with the addition of a 
production instruction sheet known as the Kanban (card or board indicating the 
product name, product number, and quantity). The system further developed into the 
Just-in-Time system, a method of producing only what is needed, when it is needed, 
and in the amount needed, creating an innovative system that was widely adopted 
even by suppliers.


Item 5. Introduction of Transfer Machines

As the Production Facility Modernization Five-Year Plan was implemented, it became 
possible to obtain and use cemented carbide tools (cutting tools) in a stable manner. 
This substantially increased the pace of machine tool processing and greatly raised 
efficiency.




In parallel with these improvements to the performance of tools and machinery, 
machine tool arrangements were also modified and transfer machines were introduced 
with the aim of supporting automation. Transfer machines are arranged in the order of 
processing of specialized automated machines to link the specialized machines by 
automatically transporting work pieces.


To conduct research on automation, Toyota Machine Works and Toyota Motor Co., Ltd. 
received an industrialization testing subsidy (a subsidy for creating machine tool 
prototypes) of 8 million yen from the Ministry of International Trade and Industry on 
August 5, 1954 and began conducting joint production of automobile engine transfer 
machines. The first domestically produced transformation was completed in March 

The TR1 transfer machine



1956, and a machine identified as TR1 (transfer machine No. 1) began operating at the 
Koromo Plant in June.


The machine was used for lifter hole boring on six-cylinder F engine cylinder blocks. 
The machine exhibited outstanding performance, including the ability to continuously 
process lifter holes and various types of screw holes at eight stations, making 
substantial contributions to increased production and streamlining.


Later, the installation and improvement of transfer machines proceeded steadily and 
the Toyota Production System concepts were applied to work piece transport control 
between transfer machines. For example, in order to prevent waste arising from excess 
production, full work control that stops processing of a prior process when the number 
of work pieces waiting for processing by a subsequent process reaches a certain 
number. In the same way, pull-over control that stops supply from a prior process when 
the number of work pieces on a stock conveyor reaches a certain level was also 
developed.


Item 6. Efforts for Quality Control


Kiichiro Toyoda's Approach on Quality Improvement 
After the Koromo Plant was built in 1938, Executive Vice President Kiichiro Toyoda 
formulated the following measures for the improvement of quality.


1. Reinstate the Inspection and Improvement Department, headed by Executive Vice 
President Kiichiro himself in charge of quality improvement.


2. Inspection and Improvement Sub-Section inspects defects reported by Service 
Sub-Section product by product. In the presence of responsible staff from each 
plant, review manufacturing and inspection methods, and establish work methods 
anew.


3. Provide technical advisor to the Inspection and Improvement Department. The 
advisors set up standard work operations and give technical guidance to the 
workers accordingly.


4. Display defect samples in the defect processing plant, and while responsible staff 
of each plant research measures to eliminate the cause of the defect of the parts 
for which they are responsible, check progress of these measures by collecting 
defect statistics on a monthly basis.




5. Inspection Sub-Section to report directly to the Plant Administration Division, and 
establish inspection rules. Train Inspection Sub-Section in the necessary 
knowledge in the aim of improving inspection tools.


These above measures have aspects that led to the current quality control, which 
includes incorporating quality within processes, controlling through statistical 
techniques, and quality checking on characteristic points. In the same way as with the 
'Just In Time' production method, however, Kiichiro's approach couldn't be realized 
under the wartime principle of priority to quantity.


Because the automotive industry is a general industry, a great variety of raw and 
secondary materials and parts are purchased from a wide range of suppliers. 
Consequently, the quality of these materials and parts greatly affect the final product, 
so it was difficult for even automotive plants that endeavored to maintain quality 

The quality control diagram for the RS Crown steering knuckle



control on their own to achieve that objective. In order to improve the cars' overall 
quality, a wide-ranging large scale quality control system was deemed necessary.


As Kiichiro had occasionally pointed out since expanding into the automotive business, 
the key to improving quality of cars was steel, the car's primary material. Inferior steel 
often led to quality defects in cars, but as this is a problem that is not merely a matter 
of quality control even the cause for these quality defects couldn't be solved.


After the war it was said that "Japan's steel technology lags between 20-30 years 
behind the United States."   However, steel manufacturers endeavored to actively 25

introduce technology and were committed to improve the quality of steel materials. 
Improving the quality of steel materials- the veritable 'sustenance' of industry-had an 
aspect of facilitating quality control in the automotive industry.


Establishment of Quality Control System 
Toyota Motor Co., Ltd. started at the beginning of 1949 a preliminary investigation for 
statistical quality control with the Machining Plant as a model factory. The following 
year, the company moved into more proper study in January 1950 and quality control 
of machining parts was begun.


The Inspection Division and the Machining Division were in charge of quality control 
work, and a statistical quality control technique was applied to the essential 
operations. P-charts were used for material defects of machine shop parts, and if the 
control limits were exceeded the raw blank divisions were contacted and measures to 
prevent recurrence were taken. In the same way control charts were used for 
machining defects, and if a defect occurred, its cause was pursued and 
countermeasures were studied and implemented. When the control charts were first 
put up on the shop floor the reaction of the workers varied from complete indifference 
to resistance against being restricted or an excessive sense of nervousness. But 
through workshops and daily practice the role of control charts through statistics 
became recognized.


In May 1953 Director Shoichiro Toyoda took up the post of General Manager of the 
Inspection Division and worked to strengthen the quality control system. As a concrete 

 Yahata Steel Works' Honoo to tomo ni, p. 6. Yahata Steel Works and Fuji Iron & Steel were rated for 25

their achievements in quality control, and were awarded the first Deming Application Prize in September 
1951.



measure the newly established Quality Control Sub-Section drew up a plan to 
implement quality control for the entire manufacturing process, and held workshops to 
disseminate this plan. In addition, in order to implement quality control in partner 
plants, the reasons for its introduction was explained at a general meeting of the 
Kyohokai, and a request was made for the suppliers' thoroughness and collaboration.


Then the Quality Management Committee and seven Specialist Committees were 
established. The Quality Management Committee planned and discussed matters 
relating to the entire system, such as the dissemination of quality control and 
education, while the Specialist Committees discussed and promoted matters relating 
to quality control in each manufacturing field. Internal entities and partner plants 
worked to promote these matters with an emphasis on quality control training.


In addition, inspection work that was undertaken by each plant amongst the various 
plants was centralized in the Inspection Division in 1954, and was changed into a 
system that could quickly take in information pertaining to quality for the whole 
company. In line with this, as the emphasis of the Inspection Division work moved to 
quality control, its name was changed to the Quality Control Division in June 1959.


Meanwhile, after the Motomachi Plant was completed in 1959, Toyota Motor Co., Ltd.'s 
production volume and number of employees increased rapidly, with a 6.7 fold increase 
in annual production volume in the years 1955 to 1960, from 21,909 units to 146,207 
units, and a 1.9 fold increase in the number of employees from 5,162 to 9,950 people.


With the rapid increase in production volume and the number of employees, less care 
was given to quality and staff training, and claim costs per vehicle-which had been 
continually decreasing-began to increase from 1959. Executive Vice President Eiji 
Toyoda, who was alarmed by this situation, presented his 'Requests regarding 
Inspection' in June 1960, after which the Quality Management Committee investigated 
potential measures. As a result it was decided in June 1961 to introduce Total Quality 
Control (TQC) for the managing of the company's business as a whole, using QC-like 
techniques.


Subsequently, the QC Promotion Group was set up in 1964, with Executive Vice 
President Eiji taking up the post of Chief Officer, and Managing Director Shoichiro and 
Managing Director Hanji Umehara the post of Deputy Chief Officers. Under this 



organization TQC was promoted company-wide, and the Deming Application Prize was 
awarded on October 11, 1965.


Item 7. Introduction of Computers


Computerization of Administrative Work 
When from April 1947 vehicle repair work for the U.S. military, called 'PD work' was 
done at the Koromo Plant, the related administrative work was also done completely in 
an 'American management style'. As a result, new administration techniques-such as 
new document formats and document archiving methods-were not only mastered, but 
this experience was also useful in improving future paperwork and moreover provided 
an opportunity to deal with the rationalization and streamlining of administrative work.


Against the background of improving sales and expanding business in the 1950's, 
Toyota Motor Co., Ltd. was able to get started on the automation of administrative 
work. To achieve this, prerequisites for office automation were first put in place, such 
as the simplifying and standardizing of paperwork, the formalizing of forms and office 
procedures and the clarifying of the organization for administrative processes.


After this preliminary stage the IBM punched card system was introduced in December 
1953, and computing work for material costs, depreciation costs, personnel statistics 
etc. was automated. Then monthly payment processing was automated with the 
introduction of the NCR accounting machine in September 1955, and subsequent 
automation of payroll processing, man-hour computing, inspection statistics, and 
supplier deliveries followed.


When the Motomachi Plant came into operation in 1959, the amount of administrative 
work reached the limits of its former capacity and introduction of proper computers 
became necessary. For that reason the Burroughs E101 for monthly payment 
processing was introduced in February 1959 and the IBM650 in January 1960 to 
compensate for the shortage in administrative capacity. Automation of production 
control also started anew in the same year.


Service parts (which exceeded 30,000 pieces) were, on the other hand, managed with 
cardex (a card based register) manually, but with the introduction of the IBM305 in 
August 1961, service parts ordering/shipping/inventory control was automated. 
Furthermore, through a rapid increase in administrative work that came with expanding 



business, the shortage in administrative capacity became manifest, resulting in the 
introduction in October 1963 of the large-scale IBM7074 and the IBM1401.


These computers were introduced for the application to specific tasks in both Toyota 
Motor Co., Ltd. and Toyota Motor Sales Co., Ltd. Consequently, the most basic car-
related sequence of task-from ordering, to production, to delivery of cars-was not 
automated through the use of computers.


That automation was realized with the introduction of the IBM1440 in the Takaoka Plant 
where production of the Corolla started in November 1966. While the Assembly Line 
Control (ALC) functioned in the assembly plant, a system was put in place that 
managed the ordering/production/delivery in a 10-day-period program.


In 1964 the third generation IBM360 series was introduced, and from 1967 the old 
models at Toyota Motor Co., Ltd. and Toyota Motor Sales Co., Ltd. were replaced with 
the IBM360/40 and the IBM360/50.


Use of Computers in the Engineering Departments-
Development and Introduction of CAD/CAM Systems 
The use of computers in R&D areas started with the introduction of indirect analogue 
computers in 1960 and with the conducting of differential equation analyses. The 
IBM650 which was introduced in the same year for administration purposes was also 
partly used for technical work, but in October 1962 the FACOM202 computer was 
introduced specifically for technical purposes.


This model was replaced with the high performance FACOM230-50 in January 1967. 
This enabled computations requiring large memory, such as vehicle movement analysis 
of multiple degrees of freedom, body structure, strength/vibration analysis and torque 
converter and oil-hydraulic circuit analysis, and the fields where computers were used 
broadened immediately. For instance, the FACOM230-50 was also used for the 
research of numerical control (NC) machining in production engineering departments, 
and contributed to the establishment of NC machining technology.


With the widening scope of computer usage the computers' monthly operating time in 
the first half of 1969 exceeded 400 hours (20 hours per operating day), leading to an 
exacting operating schedule with 24 hour or holiday operation. For that reason the 



NC machining of a panel roof die using TINCA



adoption of a proper Time-Sharing System was looked into, where a number of 
terminal users can simultaneously use one computer, and in December 1969 the 
UNIVAC1108 was introduced as a model suitable for that purpose.


With an increasing number of developed vehicle models at the time, reduction in man-
hours and shorter development periods for new cars became an issue. As part of the 
solutions the computing power of the UNIVAC system was made use of, and system 
development by project teams was begun. A typical example is the Toyota Integrated 
Numerical Control Approach (TINCA). This was a system for NC machining of press 
dies using a computer, falling under the so-called CAM systems.


The first part of this system, for which development was started in October 1969, was 
completed in the autumn of 1973 and put to use in machining the body parts for the 
Corolla (Model KE30). Many engineers from different fields-such as body design, die 
design, NC machining and information processing-from all Toyota Group companies 
took part in the project team, and jointly developed the system.




Section 8. Debut of the Toyopet 
Crown, a Full-Fledged 

Passenger Car 
Item 1. Development of Compact Car Equipped 
with the S Engine


Body Mounting for Compact Passenger Cars by Body 
Manufacturers 
Following the completion of the first prototype of the S engine using side valves (SV) in 
November 1946, the first prototype of the Model SA passenger car equipped with the 
S engine was finished in January 1947. Designing of a small truck equipped with the S 
engine commenced in December 1945, and the SB truck was launched in April 1947.


In light of these advances in passenger car development, General Headquarters (GHQ), 
which had banned the production of passenger cars following World War II, in June 
1947 approved production of passenger cars of 1,500 cc or smaller, limited to an 
annual production volume of 300 vehicles.


Note that GHQ control of the automobile industry lasted until October 1949 and the 
official pricing system for cars was kept in place until April 1950.


From October 1947 through 1952, 197 units of the Model SA passenger car were 
manufactured. Toyota Motor Co., Ltd. made the chassis for this passenger car and 
various car body manufacturers made and mounted the bodies to complete the car. 
The bodies of compact passenger cars equipped with the S engine were manufactured 
and mounted by the companies described below. (The vehicle models indicated inside 
parentheses are the model names set up by the mounting companies.)


Beginning in May 1947, Arakawa Sheet Metal Works1 produced three prototypes of the 
Model SA passenger car, and then later mounted the bodies of Model SB revamped 
passenger cars (Model SB-A2), as well as Model SD and Model SF passenger cars.




Kanto Electric Motor Works, Ltd.3 began manufacturing the Model SB revamped 
passenger car (SBP sedan4) in December 1948. Later, the company produced the 
bodies for the Models SD, SFK, and SHK (RHK), the Model ST10 first-generation 
Toyopet Corona, and also mounted bodies for the ST16V Toyopet Corona Line Light 
Van.


Central Japan Heavy-Industries, Ltd.5 began manufacturing and mounting bodies for 
the Model SFN passenger car in February 1952. Subsequently, the company also 
manufactured and mounted the bodies for the Model SHN (RHN), but stopped 
manufacturing bodies for Toyota vehicles in July 1954.


Model SA passenger car



Model SB modified passenger car taxis manufactured by 
Arakawa Sheet Metal Works

Production of a prototype body for the SA passenger car 
through manual sheet metal work at the Arakawa Sheet Metal 
Works Hoshizaki Plant



Model SF passenger car manufactured by Arakawa 
Sheet Metal Works

Model SD passenger car taxi manufactured by Arakawa Sheet 
Metal Works



Model SFK passenger car manufactured by Kanto Auto 
Works, Ltd.

Model SB modified passenger car (model SBP) manufactured by 
Kanto Electric Motor Works, Ltd.



Model ST16 Corona Van manufactured by Kanto Auto Works, 
Ltd.

Model ST10 Corona (first generation) manufactured by Kanto 
Auto Works, Ltd.



Model SF-series passenger car manufactured by Japan Vehicle 
Body Co., Ltd.

Model SFN passenger car manufactured by Central Japan 
Heavy-Industries, Ltd.



Body Mounting for Small Trucks by Car Body 
Manufacturers 
The bodies of small trucks were installed by the car body manufacturers specified by 
individual dealers. The bodies of small trucks and small commercial vehicles equipped 
with the S engine were installed for the most part by the companies described below.


Toyota Shatai Kogyo Co., Ltd. (Toyota Shatai; now Toyota Auto Body Co., Ltd. (Toyota 
Auto Body1) began mounting truck beds on Model SB trucks in July 1947 (the driver's 
cab was an all-steel type made by Toyota Motor Co., Ltd.), and then in January 1948, 
began manufacturing and mounting a driver's cab (made of steel plates on a wooden 
frame) and truck bed made by Toyota Shatai. The company also mounted bodies on 
many other models, including the modified Model SB Light Van, Model SG truck, 
Model SKB Toyopet Light Truck, Model SK20 Toyoace Truck, Model SK20V Toyoace 
Route Van, and Model SK20P Toyoace Double Cab.


Model SD-series passenger car (Model SD-Y) manufactured by 
Widefield Motors



Model SG truck manufactured by Toyota Auto Body Co., Ltd.

Model SB-series light van (Model SV-3) manufactured by Toyota 
Auto Body Co., Ltd.



Modified Model SG series light van (square type) 
manufactured by Central Motor Co., Ltd.

Modified Model SB pickup truck (model SBU) 
manufactured by Central Motor Co., Ltd.



Kanto Electric Motor Works began mounting bodies on Model SB Light Vans (Models 
SBOV and SBLB) in October 1949, and later also mounted bodies on the Model SG 
Light Van (Model SGV).


Central Motor Co., Ltd.2 began mounting bodies on the modified Model SB pickup 
truck (Model SBU) in October 1950. Later, the company also mounted bodies on the 
Model SG light van, Model SG station wagon, and Model SG double pickup truck, and 
received orders from Toyota Motor Sales Co., Ltd. Fleet Sales Department for 
manufacturing and mounting various types of conversion vehicle bodies that utilized 
the SG chassis. In July 1950, Shinnikkokukogyo Co., Ltd.'s Kyoto Plant3 began 
mounting bodies on the modified Model SB route van (Model SU), which was used by 
Nippon Express as a dedicated vehicle for transporting tobacco for Japan's Monopoly 
Bureau.


Modified Model SB route van (model SU) manufactured 
at the Shinnikkokukogyo Co., Ltd. Kyoto Plant



Modified Model SB route van (model SU) manufactured at the 
Shinnikkokukogyo Co., Ltd. Kyoto Plant




Increase in the Number of Passenger Cars Utilizing 
Truck Chassis 
With many companies entering the truck body mounting business, competition 
became stiff. During the four years between 1949 and 1952, the number of bodies that 
Toyota Shatai mounted accounted for only 36 percent of the truck chassis rolling off 
the production line at Toyota Motor Co., Ltd.1 The average number of bodies mounted 
per month on compact vehicles (including passenger cars) by the three companies 
(Arakawa Sheet Metal Works, Kanto Electric Motor Works, and Central Motor Co., Ltd.) 
was only 63. Combining this number with the 108 bodies mounted by Toyota Shatai 
resulted in 171, which was only 43 percent of the average monthly production volume 
of 354 truck chassis. In other words, more than half of the chassis were being fitted 
with bodies by local manufacturers via dealers. Toyota Motor Co., Ltd. itself did not 
have a clear grasp of which companies were mounting bodies on the majority of the 
chassis it produced.


Toyota Technology, a monthly newsletter issued by Toyota Engineering Society, made 
the following reference to the situation in the automobile industry at that time:


However, the market situation was not going in the direction we had expected. Due to 
the need for the most simple passenger cars, many users were beginning to mount 
passenger car bodies on the SB chassis. This was totally unexpected to designers, 
who were completely surprised by the emergence of these improvised passenger cars 
in Japan, which had just lost a war.


This article shows that Toyota as a chassis maker could not hide its bewilderment as 
demand for mounting passenger car bodies on truck chassis, a totally unexpected 
idea, took off in post-war Japan, where the economy was struggling and people's daily 
lives were difficult.


Table 1-23 compares the number of passenger car chassis produced by Toyota Motor 
Co., Ltd. and the number of passenger cars sold by Toyota Motor Sales Co., Ltd. The 
number of passenger cars sold remained larger than that of passenger car chassis 
produced through 1952, as a result of the number of truck chassis being fitted with 
passenger car bodies and sold as passenger cars, as indicated in the quote above.




TABLE 1-23. PASSENGER CAR CHASSIS PRODUCTION VOLUMES AND PASSENGER CAR SALES 
VOLUMES (1950 - 1955) 

In October 1951, the Model SF passenger car, which shared a chassis with the Model 
SG truck, was launched. At that time, Toyota Motor Co., Ltd. selected the following 
three companies to mount its passenger car bodies: Arakawa Sheet Metal Works 
(Model SF), Kanto Auto Works, Ltd. (Model SFK), and Central Japan Heavy-Industries, 
Ltd.'s Nagoya Works (Model SFN). Although the Model SG truck was launched in 
March 1952, mounting of passenger car bodies on this model was terminated as a rule. 
As a result, some of the passenger car body mounters were forced to terminate their 
operations and, as described previously, Nippon Body was dissolved in 1953. The 
vehicle models shown inside parentheses are model names set up to identify mounting 
manufacturers.


Compact Passenger Cars Equipped with the S Engine 
Table 1-24 shows an overview of the chassis in which the S engine was installed. The 
model names were set up by adding a letter of the alphabet to the engine model ("S") 
according to the order of development. With no standardized nomenclature or 
classification for bodies, the model numbers assigned by body mounters were used.


TABLE 1-24. CHASSIS EQUIPPED WITH THE S ENGINE (1947 - 1957) (IN MM) 

Passenger Car chassis 
Production Volume (a)

Passenger Car Sales 
Volume (b) b-a

1950 463 548 85

1951 1,470 1,718 248

1952 1,857 2,102 245

1953 3,572 3,530 -42

1954 4,235 4,217 -18

1955 7,403 7,055 -348

Model Category Wheelbase
Track Period of Production and 

Manufacturingfront rear

Model SA Passenger 
vehicle 2,400 1,300 1,350 Starting January 1947

Model SB Truck 2,400 1,325 1,350 Starting April 1947

Model SC Passenger car 
prototype 2,413 1,296 1,347 Starting June 1948



Note: The Model SKB was a Toyopet Light Truck (predecessor to the Toyoace). The 
Model ST10 was the Toyopet Corona (first generation).

Among the chassis on which the S engine was installed, the chassis used in the 
Toyopet Corona ST10, developed in 1957, employed a structure that integrated the 
chassis frame with the body (monocoque body). This structure was different from other 
models using a conventional chassis frame, but the passenger car body used was not 
manufactured by Toyota Motor Co., Ltd. Instead, manufacturing of the body was 
subcontracted to Kanto Auto Works, as had been the case with passenger car models 
SA through SH.


Model SA Passenger Car and Model SB Truck 
Among vehicles equipped with the S engine, the Model SA passenger car was the 
farthest along in terms of design. However, because production of passenger cars was 
not allowed at that time, Toyota Motor Co., Ltd. decided to give higher priority to 
developing a truck and hurried to complete the Model SB truck. Designing of the 
Model SB truck commenced in December 1945, and a decision was made to utilize the 
same rear axle, differential carrier, and brake system as the Model AC passenger car.


The Model SB small truck was announced in April 1947 and production commenced, 
with the driver's cab and truck bed mounted at Toyota Shatai. Table 1-25 shows the 
chassis specification.


Model SD Passenger 
vehicle 2,413 1,315 1,340 Starting November 1949

Model SE Modified version 
of Model SD 2,413 1,315 1,350 Starting June 1950

Model SF Passenger 
vehicle 2,500 1,325 1,350 Starting October 1951

Model SG Truck 2,500 1,325 1,350 Starting March 1952

Model SH Passenger 
vehicle 2,500 1,325 1,350 Starting September 1953

Model SK Truck 2,500 1,325 1,350 Starting September 1953
Model SKB Truck 2,500 1,325 1,350 Starting September 1954

Model ST10 Passenger 
vehicle 2,400 1,190 1,180 Starting May 1957



SB truck

SB truck/chassis



TABLE 1-25. SPECIFICATIONS OF THE MODEL SB TRUCK (1948) 

Source: Toyota Engineering Society's Toyota Technology, March 1, 1948

Meanwhile, the first prototype of the Model SA compact passenger car was completed 
in January 1947, earlier than the Model SB truck. While announcement of the new 
vehicle was delayed by 9 months to October of the same year for the reason 
mentioned above, the public was asked in August to suggest a nickname for the truck. 
"Toyopet" was selected and thereafter, the Model SB truck was referred to as the 
Toyopet Truck. Table 1-26 shows the specifications of the Model SA Toyopet 
passenger car.


Item Description
Engine Model S (995 cc, 27 hp)

Length 3,800 mm

Width 1,600 mm

Height 1,725 mm

Vehicle weight 1,200 kg

Standard capacity 1,000 kg

SA passenger car/chassis



TABLE 1-26. SPECIFICATIONS OF THE MODEL SA PASSENGER CAR (1948) 

Source: Toyota Engineering Society's Toyota Gijutsu, March 1, 1948

The body of the Model SA has a flowing shape similar to that of the Volkswagen 
Beetle, and utilized a backbone frame consisting of a single pipe. The propeller shaft 
went through this pipe to be linked to the differential carrier, representing a brand new 
design for Toyota. Both the front and rear wheels used independent suspension, with 
coil springs used for the front wheels and a single horizontal plate springs for the rear 
wheels. Although this was an extremely bold design, it was not suitable for taxis (which 
constituted the majority of passenger car demand) and was criticized as being 
premature for privately owned passenger cars.


Item Description
Engine Model S (995 cc, 27 hp)

Length 3,800 mm

Width 1,600 mm

Height 1,530 mm

Vehicle weight 940 kg

Maximum speed 80 km/h

Model SA passenger car racing an express train



An interesting episode enhanced the reputation of the Model SA passenger car's 
performance. In a competition with a Nagoya-Osaka express train held on August 7, 
1948, the Model SA passenger car beat the express train to Osaka. The Model SA 
passenger car, which took off at the same time as express train No. 11 leaving Nagoya 
Station at 4:37 am, drove a total distance of 235 kilometers paralleling the Tokaido 
Line, including some rough, old mountain roads, at an average speed of 60 kilometers/
hour, and arrived at the Osaka Station at 8:37 am, 46 minutes before the express 
train's scheduled arrival time. Note that the rail distance between Nagoya and Osaka 
was only 194 kilometers.


While 12,796 units of the Model SB truck were produced by February 1952, Model SA 
passenger cars remained in limited production due to the restriction placed by the 
GHQ.


Model SC and SD Passenger Cars 
The Model SC passenger car was developed to respond to the many passenger car 
bodies that had been mounted on the Model SB truck chassis. A prototype of the 
Model SC, which adopted front wheel independent suspension, was completed in 
June 1948. However, due to the high demand for the Model SB truck chassis, which 
adopted beam suspension (beam axles) for trucks, development of the Model SC 
passenger car was halted after only three prototypes had been made.


The Model SD passenger car was comprised of an all-steel passenger car body 
mounted on the Model SB truck chassis. A prototype was completed in June 1949 at 
Kanto Electric Motor Works, and production commenced in November of the same 
year at the company and other car body manufacturers.


The Model SD passenger car was developed as a relatively inexpensive vehicle 
requiring little maintenance, targeted at the commercial vehicle market. Since it used 
nearly the same chassis as the Model SB truck, most of the parts were interchangeable 
and possessed the excellent durability of truck parts. The Model SD passenger car 
provided excellent durability. Table 1-27 shows the specifications of the Toyopet Model 
SD passenger car.




TABLE 1-27. SPECIFICATIONS OF THE MODEL SD PASSENGER CAR (1950) 

Source: Toyota Engineering Society's, Toyota Technology, March 1, 1950

Between September 1949 and August 1951, Kanto Auto Works produced 105 units of 
the Model SD passenger car. In parallel with this, the company proceeded to develop 
the Model SDX, which featured an expanded body achieved by widening the tread of 

Item Description
Engine Model S (995 cc, 27 hp)

Length 4,233 mm

Width 1,592 mm

Height 1,570 mm

Vehicle weight 1,225 kg

Maximum speed 77 km/h

Model SD passenger car (with a Model SB truck/chassis)



the Model SD chassis. This revamped model formally became the Model SE passenger 
car chassis, and its production commenced in June 1950.


Meanwhile, Arakawa Sheet Metal Works manufactured 45 units of the Model SD 
passenger car body starting in April 1950. Model SD passenger car bodies were also 
manufactured at Wide Field Motors and Nippon Body, albeit in small volumes. When 
combined with the revamped model (Model SDX) manufactured by Kanto Auto Works, 
a total of 665 Model SD passenger cars and 176 Model SE passenger cars were 
produced by December 1951.


Model SF Series of Passenger Cars and Model SG 
Truck 
The Model SB small truck chassis, which was also used in the Model SD passenger 
car, was further improved with the assumption that it would also be used in passenger 
cars.


In the spring of 1950, Director Eiji Toyoda, then General Manager of the Engineering 
Department, gave instruction on the design of a new truck chassis with the goals of 
improving performance and reducing cost. Following a development period of 
approximately 2 years, the new chassis was released as the Model SG truck chassis in 
March 1952 (Table 1-28). 


TABLE 1-28. SPECIFICATIONS OF THE MODEL SG TRUCK (1952) 

Source: Toyota Engineering Society's Toyota Technology, February 1, 1952

The major improvements included the following:

1. Improvement in engine performance (from 27 to 28 hp)

2. More modern styling (with headlights embedded in the fender)


Item Description
Engine Model S (995 cc, 28 hp)

Length 4,195 mm

Width 1,594 mm

Height 1,735 mm

Vehicle weight 1,170 kg

Maximum load 1,000 kg



3. Expansion of the truck bed area (by 13 percent)

4. Improved serviceability

5. Improved riding comfort (load distribution adjustment by widening the wheel base 

by 100 millimeters, stability improvement by lowering the center of gravity, and 
installation of shock absorbers in the front wheels)


6. Standardization of parts with the Model SB truck chassis


The Model SF series of passenger cars, created by mounting a passenger car body on 
the Model SG truck chassis, were manufactured by Arakawa Sheet Metal Works (under 
the model name SF), Kanto Auto Works (SFK), and Central Japan Heavy-Industries 
(SFN). Table 1-29 shows the specifications of the Model SF passenger car, which was 
launched in October 1951 ahead of the Model SG truck.


Model SF series passenger car chassis catalog (with the model SG truck/
chassis)



TABLE 1-29. SPECIFICATIONS OF THE MODEL SF PASSENGER CAR (1952) 

Source: Toyota Engineering Society's Toyota Technology, February 1, 1952

A total of 3,635 chassis were produced for the Model SF series passenger car from 
August 1951 to August 1953, and a total of 7,749 chassis were produced for the Model 
SG truck from February 1952 to October 1953. In terms of the number of Model SG 
truck bodies mounted, which was performed by Toyota Auto Body, the monthly 
average in 1952 was only slightly more than 100 units, far from Toyota's goal of 

Item Description
Engine Model S (995 cc, 28 hp)

Length 4,280 mm

Width 1,594 mm

Height 1,600 mm

Vehicle weight 1,200 kg

Maximum speed 79 km/h

SG truck/chassis



mounting bodies in 50 percent of the chassis.1 It is presumed that more than 70 
percent of the bodies were mounted on the Model SG truck chassis at other makers, 
including Kanto Auto Works, Central Motor, and Mikawa Jidosha (Kanazawa City), but 
no detailed records remain.


The same was true with passenger cars. Although body mounting for the Model SF 
series of passenger cars was performed primarily by Arakawa Sheet Metal Works, 
Kanto Auto Works, and Central Japan Heavy-Industries, the total actual number of 
bodies mounted on the Model SF series of passenger cars was only around 2,600, 
leaving a gap of approximately 1,000 units compared with the chassis production 
volume of 3,635. Back then the process of mounting bodies on chassis following their 
shipment from a plant was still the business realm of Toyota Motor Sales, and therefore 
no system was in place to enable Toyota Motor Co., Ltd. to accurately assess the 
actual situation.


Model SH Series of Passenger Cars and Model SK 
Truck 
The Model SH and RH chassis were created for the newly developed R engine (1,500 
cc, 48 hp) and were improved versions of the Model SF passenger car chassis. Similar 
to the Model SF series, the following three body types were established: Model SH 
(Arakawa Sheet Metal Works), Model SHK (Kanto Auto Works) and Model SHN (Central 
Japan Heavy-Industries). Model SH was launched under the name of Toyopet Custom 
SH in September 1953, but its production was quickly terminated within the same 
month when the Model RH series of passenger cars (Toyopet Super RH) launched at 
the same time became more popular. Only 230 Model SH passenger cars were 
produced.


Simultaneously with the launch of the Model SH and RH passenger cars, Model SK 
and RK Toyopet trucks were also launched. The Model SK truck was equipped with the 
28-hp S engine and possessed a load capacity of 1 ton, as did its predecessor, the 
Model SG. The Model RK truck equipped with the newly developed R engine had an 
increased output of 48 hp and a load capacity of 1.25 tons. Between September 1953 
and July 1954, 3,587 units of the Model SK were produced and its chassis was 
inherited by the Toyopet Light Truck Model SKB.




Toyopet Light Truck Model SKB 
When the Toyopet Super, Model RH series of passenger cars and the Toyopet Truck, 
Model RK debuted in September 1953, the customer purchasing trend began to shift 
to these vehicles equipped with the large-output R engine.


Under such a circumstance, a plan was conceived to develop an inexpensive, simple, 
and practical light truck, in order to increase demand for vehicles equipped with the S 
engine. Specifically, in the spring of 1954, designing commenced on a cab-over truck 
based on the bonnet-type Model SK truck chassis. In this development project, Toyota 
Motor Co., Ltd. was responsible for designing the chassis; Toyoda Automatic Loom 
Works, the engine; and Toyota Auto Body, the body, in line with production roles, and 
technical staff from all three companies were mobilized. As a result, a new vehicle 
model was completed within an extremely short period of time and the Toyopet Light 
Truck Model SKB (the predecessor of the Toyoace) was launched in September of the 
same year.


Model SKB Toyopet light truck



Table 1-30 shows the specifications and dimensions of the small truck Models SKB 
and SK. Although the Model SKB had the same overall length and chassis size as the 
Model SK, the side length within its truck bed was extended by 568 millimeters (29 
percent) to 2,525 millimeters, demonstrating the advantage of a cab-over truck.


TABLE 1-30. SPECIFICATIONS OF THE MODEL SKB AND MODEL SK SMALL TRUCKS (1955) 

Source: Toyota Engineering Society's, Toyota Technology, March 5, 1955

Especially notable about the Toyopet Light Truck Model SKB is the fact that Toyota 
sold it as a completed vehicle instead of selling the chassis as it had with other trucks 
(Models SB, SG, and SK). Body manufacturing, which had been a business of Toyota 
Motor Sales Co., Ltd., was transferred to a production process managed by Toyota 
Motor Co., Ltd. and was to be carried out by Toyota Auto Body. Meanwhile, car body 
manufacturers, who were incorporated into the completed vehicle sales system, were 
positioned more like satellite plants of Toyota Motor Co., Ltd., and were required to 
possess the same levels of manufacturing technologies, quality control, and 
management technologies (such as for controlling production) as Toyota Motor Co., 
Ltd.1 As a result of the completed vehicle sales system, Toyota Motor Co., Ltd. was 
now responsible for setting the selling prices for its vehicles and for quality assurance.


Incidentally, the price of the Model SKB truck2 was set at 625,000 yen (retail price in 
Tokyo) at its launch in September 1954. The Model SKB truck was as much as 190,000 
yen (44 percent) more than the average 435,000 yen price of the four, three-wheeled 
truck (1-ton load capacity, truck bed length of 2.4 m) models in the same class. The 
higher price, combined with the effect of the recession at that time, caused the sales 

Item Model SKB Model SK
Length 4,237 mm 4,265 mm

Width 1,675 mm 1,674 mm

Height 1,850 mm 1,735 mm

Wheelbase 2,500 mm 2,500 mm

Track (front) 1,325 mm 1,325 mm

Track (rear) 1,350 mm 1,350 mm

Chassis weight 730 kg 815 kg

Vehicle weight 1,130 kg 1,175 kg

Maximum load 1,000 kg 1,000 kg

Engine Model S (30 hp) Model S (28 hp)



volume of the Model SKB truck to remain sluggish, with only about 200 units produced 
per month.


In 1955, the following year, the profit rate of Toyota Motor Co., Ltd. rose3, assisted by 
the effects of streamlining based on the Five-Year Facility Modernization Plan and 
improved profitability from healthy sales of the first-generation Toyopet Crown Model 
RS, a completed vehicle mounted with an internally manufactured body, launched in 
January of that year. Against the backdrop of this excellent financial result, the 
company developed a plan to reduce the price of the Model SKB truck and enhanced 
the production facility at Toyota Auto Body in late 1955.


On January 1, 1956, Toyota reduced the price of the Model SKB truck to 560,000 yen, 
narrowing the price difference over three-wheeled trucks in the same class to 125,000 
yen (29 percent). This price reduction, combined with the economic boom occurring at 
the time, began to boost demand for the Model SKB truck. In addition, a further price 
reduction to 538,000 yen instituted on May 17, 1956 helped the production volume in 
June of the same year to surge to 1,052 units.


In 1956, Toyota asked the public to suggest a nickname for the Model SKB truck and 
selected 'Toyoace' in July. As the 'ruck of Japan' the Toyoace truck occupied the ace 
position as its name implied. The Toyoace also helped promote a transition to a 
multiple dealer system with multiple dealers within each prefecture and created an 
opportunity for the three-wheeler industry to enter the four-wheeler market.


Toyopet Corona Model ST10 
On July 1, 1957, the first-generation Toyopet Corona Model ST10 was launched. The 
model used the S engine introduced 10 years earlier.


When the S engine was developed in 1947 and installed in the Model SA passenger 
car and the Model SB truck, its maximum output was 27 hp at 4,000 rpm (Table 1-31). 
The S engine was subsequently improved to feature an output of 33 hp at 4,500 rpm 
when it was installed in the Corona Model ST10 in 1957. Incidentally, the engine's 
torque was also improved from 5.9 kilogram-m at 2,400 rpm to 6.5 kilogram-m at 
2,800rpm.




TABLE 1-31. IMPROVEMENT OF THE S ENGINE (1947-1957) 

The Toyopet Corona Model ST10, as described previously, was designed and 
manufactured by Kanto Auto Works, and became the first Toyota car to use a 
monocoque body. The "S" in the vehicle model signified the S engine, the "T" signified 
the T body, and "10" signified a standard sedan of the first model. In other words, the 
model was the first-generation Corona standard sedan equipped with the S engine. 
This vehicle model specification method had been adopted beginning with the first-
generation Masterline Pickup (Model RR16) and the Masterline Light Van (Model RR17) 
launched in November 1955.


The Model ST10 was a compact four-seater passenger car designed by utilizing 
immediately available existing parts. These included the S engine; various parts used in 
the Model RS Crown, such as the suspension, powertrain, brakes, and steering; as well 
as body parts of the Model RR Master. Table 1-32 shows the specifications of the 
Model ST10.


TABLE 1-32. SPECIFICATIONS OF THE MODEL ST10 FIRST-GENERATION TOYOPET CORONA 
(1957) 

Source: Toyota Engineering Society's, Toyota Technology, December 25, 1957

At that time, Toyota Motor Co., Ltd. was developing a new 1,000-cc engine and a new 
compact passenger car. The new engine was completed as the P engine and was 
installed in the Corona Model PT10 in October 1959, two years after the announcement 

Maximum Output Vehicles Using the Engine
1947 27 hp/4,000 rpm Model SA passenger car, Model SB truck

1951 28 hp/4,000 rpm Model SF passenger car, Model SG truck

1954 30 hp/4,000 rpm Model SKB truck

1957 33 hp/4,500 rpm Model ST10 Corona

Item Description
Engine Model S (995 cc, 33 hp)

Length 3,912 mm

Width 1,470 mm

Height 1,518 mm

Vehicle weight 960 kg

Maximum speed 90 km/h



of the Model ST10. Then in March 1960, the Corona was completely redesigned and 
the second-generation Model PT20 debuted.


Shotaro Kamiya, then President of Toyota Motor Sales Co., Ltd., gave the following 
explanation for why Toyota developed the Model ST10 instead of waiting to complete 
its new compact passenger car:


The development of the Corona ST10 had hit a roadblock because some of the people 
on the design team did not necessarily agree with the way it was being created. In the 
end, being the person responsible for sales, I insisted that we put it out on the market 
and ask the public to judge it, and so we decided to go ahead with the production of 
the Corona.


Because Toyota Motor Co., Ltd. (which was in charge of manufacturing) had already 
been working to develop a new compact passenger car, it can be safely assumed they 
were reluctant to manufacture a car based on a amalgam of available parts from other 
vehicles. President Kamiya overruled this objection and the decision was made to 
subcontract designing and manufacturing to Kanto Auto Works.


Meanwhile, 48 Toyopet dealers, responsible for selling Toyota vehicles, were set up by 
June 1, 1957, completing Toyota's nationwide sales network. Three kinds of 
commercial vehicles (the small truck Model SKB, which was named the Toyoace, the 
Masterline pickup Model RR16, and the Light Van Model RR17) were sold through this 
network, but there was no passenger car sold that could be seen as a pillar. It was 
probably for this reason that President Kamiya strongly insisted on developing the 
Corona Model ST10, out of concern for the Toyopet dealers.


In addition to this situation, production of the Master Model RR at Kanto Auto Works 
had been terminated in November 1956, after a cumulative production volume of 7,403 
units. The Master Model RR was a passenger car for use as a taxi that had been 
designed by Kanto Auto Works and launched at the same time as the Crown in 1955. 
Manufacturing of the Corona Model ST10, a smaller, modified version of the Master 
Model RR, gave Kanto Auto Works an opportunity to make up for the termination of the 
Master Model RR production.




Item 2. Development of Large Trucks, Four-Wheel-
Drive Vehicles, and Diesel Engines


Improvement in Large Engines 
The 4-ton large truck Model KC, which had been continuously produced both during 
and after the war, was improved to a 4-ton Model BM with production commencing in 
March 1947.


The B engine used on the Model BM truck (an important feature was an 
oil cleaner device)



Production of the B engine installed in large trucks had commenced when the Koromo 
Plant began operation in November 1938. The maximum output of this engine when 
installed in a 2-ton Model GB truck was 75 hp at 3,000 rpm. Subsequently, the engine 
was improved to 78 hp at 3,000 rpm in January 1940. The 78-hp B engine was also 
installed in the 4-ton Model KB truck developed in 1942 and the simplified Model KC 
(developed in 1943 while the war was going on). The output of the B engine installed in 
the Model BM truck launched in 1947 was 82 hp at 3,000 rpm.


As explained, based on Japan National Order No. 30 issued on September 13, 1940, 
Toyota Motor Co., Ltd. had continued to research and produce prototype engines as 
well as prototype vehicles using these engines even during the war. The order 
instructed Toyota Motor Co., Ltd. to develop an engine with 85 hp or larger output by 
improving the B engine, and led the company to create the D engine with 100-hp 
output by enlarging the bore from 84.1 millimeters to 92 millimeters in early 1944.


After the war, Toyota Motor Co., Ltd. continued development efforts based on this 
research and in December 1948 completed a prototype of the F engine by enlarging 
the bore of the B engine to 90 millimeters. The F engine was initially installed only in the 
Model BM truck to be exported to Brazil and other countries, but a Japanese model 
was added in 1950. Table 1-33 compares the specifications of the F and B engines 
when they were first developed.


TABLE 1-33. SPECIFICATIONS OF THE F AND B ENGINES (1950) 

Source: Excerpted from 'Engine Specifications', Model BM Toyota Truck catalogue, 
1950.

Item F Engine B Engine

Model
Water-cooled, inline, 6-
cylinder
Overhead valve type

Water-cooled, inline, 6-
cylinder
Overhead valve type

Bore×Stroke 90.0×101.6 mm 84.1×101.6 mm
Total engine 
displacement volume

3,870 cc 3,386 cc

Compression ratio 6.4:1 6.4:1

Maximum output 95 hp/3,000 rpm 82 hp/3,000 rpm

Maximum torque 24.0 kg-m/1,600 rpm 21.6 kg-m/1,600 rpm



The F engine incorporated the results of R&D conducted during the war, such as 
lightweight alloy pistons and an improved lubrication method, achieving efficient output 
increase. Subsequently, both the B and F engines continued to undergo design 
improvements whenever possible to improve performance.


The F engine used on the model BM truck



Development of the Model BX Truck 
Although its engine had been improved, the 4-ton Model BM truck was essentially the 
same in terms of quality as the Model KB truck, whose production had commenced 
back in March 1942. In order to overcome the stagnation in technology and styling that 
had occurred during and following the war, Toyota Motor Co., Ltd. created a plan to 
develop a new large truck, Model BX, and commenced full-fledged design activities in 
November 1949.


Development proceeded according to plan for the most part, and a switchover was 
expected to occur in August 1950. However, a labor dispute that occurred in April of 
that year caused a two-month delay. This, combined with a subsequent workforce 
reduction and support for the Korean special procurement, ended up delaying the 
launch of the Model BX truck until August 1951.


BX truck



Table 1-34 shows the specification of the 4-ton Model BX truck, which possessed the 
following features:

1. The body style of the driver's cabin was drastically modernized, improving the 

comfort level.

2. The strength of the chassis frame was increased.

3. Body processing was simplified, reducing the number of processing steps by 30 

percent compared to the Model BM truck.

4. The design incorporated specifications for left-hand drive, making it easier to 

manufacture a left-hand drive version.

5. The driver's cab was made entirely of steel and the chassis was sold with a 

completed driver's cab as standard.


TABLE 1-34. SPECIFICATIONS OF THE MODEL BX TRUCK (1951) 

Source: Toyota Engineering Society's, Toyota Technology, June 1, 1951.

Until that time, trucks had been sold to dealers in the form of a chassis with an 
installed engine room. The driver's cab (made of steel plates on a wooden frame) and 
the truck bed were mounted by car body manufacturers according to customers' 
wishes and instructions from dealers. This method was revised beginning with the 
Model BX truck, for which an all-steel completed driver's cab was mounted at Toyota 
Auto Body before shipment to dealers as standard.


Initially, however, because of requests from dealers who were used to the conventional 
body mounting method, few chassis with a mounted driver cab were shipped. 
Subsequently, as the mass-production system for manufacturing bodies-such as 
stamping and welding systems-became well established, the superiority in quality and 

Item Description
Engine Type B (3,386 cc, 82 hp)

Wheelbase 4,000 mm

Length 6,610 mm

Width 2,190 mm

Height 2,190 mm

Chassis weight 960 kg

Vehicle weight 2,970 kg

Loaded weight 4,000 kg

Maximum speed 72 km/h



pricing of chassis with completed all-steel driver's cabs began to be recognized, and 
the sale of completed vehicles became more accepted. As a result, car body 
manufacturers became inseparable from the manufacturing process of Toyota Motor 
Co., Ltd.


In September 1951, the Model FX truck was launched, featuring the F engine (95 hp) 
instead of the B engine (82 hp) used in the Model BX truck. Furthermore, responding to 
the trend toward larger loading capacity, Toyota completely redesigned the 4-ton 
Model BX and FX trucks in April 1954.


Then in 1955, the 4-ton Model BA truck equipped with an improved B engine (85 hp) 
and the 4.5-ton Model FA truck equipped with an improved F engine (105 hp) were 
launched.1 Of these, the 4.5-ton Model FA truck was modified to become the 5-ton 
Model FA5 truck in September of the same year.


Model BX truck/chassis at the Koromo Plant before shipment to Toyota 
Auto Body Co., Ltd.



Beginning in the middle of the 1950s, against the backdrop of the beginning of high 
economic growth, truck transportation began to increase in terms of both distance 
traveled and load size. Responding to these needs, Toyota created the Model FA60 
truck in April 1956 by vastly improving the 5-ton Model FA5 truck, and abolished the 4-
ton Model BA truck. Furthermore, in response to an increase in demand for fuel-
efficient diesel-powered trucks, Toyota in March 1957 launched the 5-ton Model DA60 
truck, created by replacing the F gasoline engine of the Model FA60 with a newly 
developed D diesel engine.


Model BX truck/chassis with completed cabs manufactured by Toyota 
Auto Body Co., Ltd.at the Koromo Plant






Development of four-wheel-drive vehicles such as the 
Land Cruiser 
In August 1950, Toyota received a request to produce prototypes of a 1/4-ton, four-
wheel-drive truck (Jeep type) and a 3/4-ton, four-wheel-drive truck (weapon carrier) 
from the U.S. Armed Forces and Japan's then-newly established Police Reserve Force.
1 The order was received during a tumultuous period, only two months after the 
Korean War had broken out.


Before World War II, Toyota Motor Co., Ltd. had produced four-wheel-drive vehicles in 
response to a request from the Japanese Army. Capitalizing on this experience and 
remaining parts-and also utilizing suspension-related parts, such as the rear axle-of the 
Model SB truck, Toyota completed a prototype of a 1/4-ton truck (Jeep type) in 
January 1951 after only a 5-month development period.


Model FA60 truck



This Toyota Model BJ four-wheel-drive truck was generally referred to as the Toyota 
Jeep because it was a Jeep-type truck. However, since 'Jeep' was a registered 
trademark of Willys-Overland Motors of the United States, Toyota had to change the 
vehicle's name, and made it the Toyota BJ. Then, in June 1954, the vehicle name was 
formally changed to the Toyota Land Cruiser. Table 1-35 shows the specifications of 
the Toyota BJ four-wheel-drive truck.


In November 1955, Toyota created the Model BJ25 series by completely redesigning 
the Model BJ Land Cruiser, and also added and launched the Model FJ25 series 
equipped with the F engine. Whereas the Model BJ had been developed primarily for 
military use, Models BJ and FJ25 series were intended for wide use by the general 
public. Specific improvements achieved included the following: enhanced mobility by 
shortening the wheelbase, easier transmission operation by adopting the synchromesh 
method, greater comfort level by substantially expanding the cabin, and improved 
riding comfort by modifying the plate springs.


Model BJ four-wheel drive truck



A Toyota Jeep pamphlet



The model FSQ 2.5-ton six-wheel drive 

The model BQ 3/4-ton four-wheel drive truck



TABLE 1-35. SPECIFICATIONS OF THE TOYOTA MODEL BJ FOUR-WHEEL DRIVE TRUCK (FIRST-
GENERATION LAND CRUISER [1951]) 

Source: Toyota Engineering Society's, Toyota Technology, April 1, 1951

In addition to these improvements in function and performance, the Land Cruiser's 
inherent high off-road performance level (demonstrated by its climb to the 6th station 
on Mount Fuji) was rated highly in many mountainous and desert countries of the 
world, with resultant increases in both the number of export-destination countries and 
the number of vehicles exported. In 1955, Toyota exported its vehicles to 14 countries, 
which included 98 units of the Land Cruiser. The figures jumped to 35 countries and 
518 units in 1956, and to 47 countries and 2,502 units in 1957.


Meanwhile, a 3/4-ton four-wheel-drive truck was completed as the Model BQ 
prototype in January 1951 and formal testing was carried out by the Police Reserve 
Force in February of the same year. The Model BQ four-wheel-drive truck, which was 
also developed by capitalizing on the technical experience gained during the war, was 
formally adopted by the Police Reserve Force following many test runs.


In parallel with the development of the Model BQ, Toyota also set out to develop a 2.5-
ton Model FQS six-wheel-drive truck in August 1951 and completed a prototype in 
February 1952. The Model FQS six-wheel-drive truck took approximately 1 year to 
pass testing by the Police Reserve Force (Security Force) and was formally adopted in 
February 1953.


Item Description
Engine Type B (3,389 cc, 82 hp)

Wheelbase 2,400 mm

Length 3,793 mm

Width 1,575 mm

Height 1,900 mm

Chassis weight -

Vehicle weight 1,230 kg
Maximum capacity
(including passengers)

360 kg

Maximum speed 100 km/h



Subsequently, these four-wheel-drive trucks were improved one after another, and a 
large number of the trucks were delivered2 as APA Special Procurement Vehicles 
beginning in 1958.


Development of the D diesel engine 
Toyota Motor Co., Ltd. had been conducting research on diesel engines from early on, 
and around 1939 began efforts to develop a diesel engine, studying the diesel engine 
made by Junkers. However, this engine did not lead to commercialization before the 
war because of various factors in the industry and Japanese government agencies.


Around the spring of 1948, Toyota established a diesel engine research laboratory 
inside the Kamata Plant and began R&D on diesel engines anew, inviting such experts 
as Rihei Nagano1 and Takeshi Oka.2 As a result, five prototypes each of the Models Y 
and Z diesel engines were produced in 1950 (Table 1-36).


Prototype of the Y-type diesel engine (used with the Model BM truck/
chassis)



TABLE 1-36. SPECIFICATIONS OF THE Y AND Z DIESEL ENGINES (1950) 

Source: Toyota Morter Co., Ltd. Manufacturing Plan Vehicle List (Toyota internal 
document)

Item Y Engine Z Engine

Model 4-cycle, 4-cylinder with 
precombustion chamber

2-cycle, 2-cylinder with 
precombustion chamber

Bore×Stroke 105×140 mm 85×88 mm
Total engine 
displacement volume

4,850cc 1,000cc

Compression ratio 17:1 17:1

Maximum output 70 hp/2,300 rpm 35 hp/3,000 rpm

The D diesel engine



During this period, due to a labor dispute that had begun in April 1950, the Kamata 
Plant was closed in June of that year, and research on diesel engines was moved to 
the Head Office in Koromo. In the same year, Toyota began testing the Model Y diesel 
engine using the revamped Model BM truck, and also conducted testing using the 
revamped Model BX truck in March 1951. Neither of these efforts, however, led to 
commercialization in the end and research on diesel engines was suspended once 
again.


Subsequently, diesel engine development was resumed in October 1954 and a 
prototype of the D diesel engine was completed in August 1955. A modified prototype 
truck was manufactured by installing this engine in the Model BA truck and, following 
various types of testing and improvements, was launched as the Model DA60 truck in 
March 1957.


Manufacturing of the D diesel engine was accomplished through cooperation among 
various Toyota Group companies. Casting and machining of the cylinder block and the 
cylinder head was done by Toyoda Automatic Loom Works; machining of the 
crankshaft was performed by Toyoda Machine Works, Ltd.; machining of gears was 
done by Aichi Kogyo Co., Ltd.; the injection pump and electrical components for the 
diesel engine were made by Nippondenso Co., Ltd.; and vehicle assembly was 
performed by Toyota Motor Co., Ltd. Table 1-37 shows the specifications of the D 
diesel engine.


TABLE 1-37. SPECIFICATIONS OF THE D DIESEL ENGINE (1957) 

Source:Toyota Engineering Society's, Toyota Technology, September 1, 1957

The performance of a diesel engine greatly depends on the performance of its fuel 
injection pump, which can be likened to the 'heart' of the engine. The D diesel engine 

Item Description
Model 4- cycle, precombustion chamber, inline 6-cylinder

Bore×Stroke 100×125 mm
Total engine 
displacement volume

5,890cc

Compression ratio 17.2:1

Maximum output 110 hp/2,600 rpm

Maximum torque 35 kg-m/1,200 rpm



used a fuel injection pump made by Nippondenso utilizing a technology introduced by 
Robert Bosch GmbH of West Germany.


The idea of a technology introduction from Robert Bosch was brought to Kiichiro 
Toyoda, who had become a counselor in the autumn of 1951, by Dr. Tokushichi 
Mishima. Dr. Mishima was a classmate of Kiichiro from the Engineering Faculty at the 
Tokyo Imperial University and was a metallurgist known globally for his invention of MK 
magnetic steel. When the patent on MK magnetic steel was licensed to Robert Bosch, 
the company asked Dr. Mishima whether any Japanese corporations would be 
interested in forming a technical partnership. Because Dr. Mishima had served as a 
research advisor to Toyota Motor Co., Ltd. during its founding period, he brought the 
issue of technical partnership to Nippondenso via Kiichiro.


Nippondenso and Robert Bosch concluded a technical assistance agreement related 
to electrical parts in November 1953 and later, in February 1955, added clauses related 
to fuel injection pumps and spark plugs. Based on this agreement, Nippondenso 
completed the first prototype of an injection pump in March 1956 under designing and 
manufacturing guidance from Robert Bosch.


When the D diesel engine was first being developed, testing was done using fuel 
injection pumps and injection nozzles made by Robert Bosch. However, these 
components were replaced one after another with components made by Nippondenso 
as its manufacturing technologies advanced. Subsequently, by the time the 5-ton 
Model DA60 truck equipped with the D diesel engine was launched on March 14, 1957, 
the performance level of the fuel injection pumps made by Nippondenso equaled that 
of Robert Bosch.


Development of the C Diesel Engine 
When sales of the DA60 truck were launched in 1957, the Ministry of International 
Trade and Industry opposed the new vehicle in the interest of protecting existing diesel 
truck manufacturers. Senior Managing Officer Eiji Toyoda was summoned to the 
Ministry's Bureau of Heavy Industry and requested to discontinue production and 
sales.


Starting before the war and continuing into the postwar period, Toyota Motor Co., Ltd. 
had been obliged on several occasions to shelve the development of a diesel-engined 
truck on the grounds that it would cause excessive competition. Senior Managing 



Officer Eiji had submitted diagrams for an automobile diesel engine as his university 
graduation project and, after joining the company, had continued to pursue, among 
other projects, the research and development of a Junkers-type diesel engine. He was 
not prepared to abandon an ambition he had thus nurtured for many years, especially 
since he had completed the prototype of a compact diesel engine for a passenger car 
in the 1,500cc class (development code number: 3E; engine model: C) at the end of 
1955 and preparations were now under way for the sales launch of a vehicle fitted with 
the engine. The development of this engine had been progressing on the basis of 
research into fuel atomization carried out at a university research laboratory by 
Shoichiro Toyoda, Director and General Manager of the Inspection Department.


Meanwhile in February 1955, Nippondenso Co., Ltd., as mentioned previously, had 
received government approval and begun production of an injection pump, the 
technology for which had been introduced by Robert Bosch GmbH. It was out of the 
question under these circumstances to obey the Ministry's request to abandon 
production and sales.


Toyota Motor Co., Ltd. confirmed that the project would proceed as planned and a 
prototype of the Model CS20 Crown diesel vehicle fitted with the Model C compact 
diesel engine for passenger cars was exhibited at the 5th Tokyo Motor Show held from 
October 11-20, 1958. Sales of the new vehicle model began on October 19 of the 
following year.


The Model C compact diesel automobile engine fitted in the Crown diesel prototype-at 
the time the world's smallest diesel engine for a passenger car-was awarded a medal 
by the Japan Society of Mechanical Engineers in 1958 in the product category in 
recognition of its originality and excellent performance.2


Launched at the same time as the Model CS20 Crown diesel engine was the Model 2D 
diesel engine (6,494 cc, 130 hp/2,600 rpm), which had an enlarged bore compared to 
the Model D and increased displacement volume and output. The initial Model D and 
Model 2D diesel engines experienced some problems with the wear resistance and 
durability of components, but these issues were resolved with the cumulative effect of 
steady improvements.


Later, as truck load capacity grew from 5 or 6 tons to 8 and then 10 tons, there was 
less demand for Model D diesel engines, which were designed for trucks with a 5- to 6-



ton load capacity. On the other hand, passenger car demand grew rapidly, which led to 
the focus of engine production shifting to the passenger car sector. In January 1966, 
the year when the first-generation Corolla economy car appeared, assembly of the 
Model D diesel engine was transferred to the Kyowa Plant of Toyoda Automatic Loom 
Works, Ltd., where all production processes from casting to machining and assembly 
were integrated.


Meanwhile, the appearance of the Model RS31 Crown 1900 Deluxe fitted with the 
Model 3R engine (1,897cc, 90 hp/5,000 rpm) in October 1960 threw into relief the 
power limitations of the Model C diesel engine fitted in the Model CS20 diesel Crown, 
which had a maximum output of 40hp. The Model 3R engine, which took over without 
alteration the cylinder block of the R engine designed for the 1,500cc range, was an 
experimental engine that adopted a swirl-type combustion chamber (Table 1-38). To 
raise engine output, the cylinder block needed to be redesigned, and production of the 
Model C diesel engine was ended in 1961.


The C diesel engine (used with the Model CS20 Crown/diesel)



TABLE 1-38. SPECIFICATIONS OF THE C DIESEL ENGINE (1959) 

Source: Source: Toyota Engineering Society's, Toyota Technology, September 30, 1959

Drawing on the experience gained with the Model D engine and the Model C diesel 
engine, in 1964 Toyota developed the Model J diesel engine with equal output to the 
Model 3R. Responsibility for production was assigned to the Kyowa Plant of Toyoda 
Automatic Loom Works, Ltd.


From then on, Toyoda Automatic Loom Works, Ltd. continued to handle diesel engine 
production for Toyota vehicles and became one of the world's leading diesel engine 
manufacturers when measured in terms of number of units rather than displacement 
volume.


Item 3. Development of a Full-Fledged Passenger 
Car, the Toyopet Crown

Independent Development Based on Japanese 
Technology 
By around 1950, with the progress of economic recovery and increasing demand for a 
passenger car for taxi service, there were growing calls for the liberalization of imports 
of passenger cars from outside Japan. Although restrictions on the passenger car 
production activities of Japanese vehicle manufacturers had only just been removed by 
General Headquarters (GHQ) in October 1949, Toyota needed to respond to events 
with the speedy development of a full-fledged passenger car.


Toyota Motor Co., Ltd. rolled out sales of Model SA, SD, SF and SH/RH Toyopet 
passenger cars. However, these consisted of a chassis made by Toyota Motor Co., Ltd. 

Item Description
Model 4-cycle, swirl chamber, inline 4- cylinder

Bore×Stroke 78×78 mm

Total engine displacement volume 1,491cc

Compression ratio 19:1

Maximum output 40 hp/4,000 rpm

Maximum torque 8.5 kg-m/2,400 rpm



onto which was mounted a body designed and produced by the vehicle body 
manufacturer. Although the vehicle carried the Toyopet name, as long as this system 
was in place, it would remain difficult to offer a full-fledged passenger car. The 
company therefore set about establishing a system in which it could take responsibility 
for the sales price and quality assurance of its own manufactured products.


On July 26, 1952, President Taizo Ishida of Toyota Motor Co., Ltd. attended the 36th 
meeting of the Upper House Transport Committee of the 13th Session of the Japanese 
Diet as a witness along with five other representatives of the industry.1 There, he 
explained that, under present conditions, dealers were free to set the retail price of 
Japanese-made passenger cars, which meant that Toyota Motor Co., Ltd. was unable 
to take responsibility for an advertised fixed price. To remedy this situation, starting 
with the sales launch of the Model BX truck in August 1951, Toyota Motor Co., Ltd. 
began turning out chassis with an all-steel finished cab which was designed in-house 
and manufactured by Toyota Auto Body Co., Ltd. By thus shipping finished vehicles, 
Toyota Motor Co., Ltd. moved toward establishing a system under which it could take 
responsibility for a fixed price and quality assurance.


In answer to questions from the Diet's Upper House Transport Committee, President 
Ishida declared "If it turns out that our technology cannot keep pace, I am ready to 
heed the criticisms we have heard today by giving up the idea of a Japanese-made 
vehicle.......we feel sure that, in the near future, the day will come when people will say 
that we did a decent job, and we look forward to that day". This was his understated 
way of conveying that Toyota Motor Co., Ltd. was committed to developing a 
passenger car using Japanese-made technology and that it was determined to thwart 
its critics by realizing that goal in the near future.


In the Japanese automobile industry of the time, a series of technology alliances for 
passenger car production were being formed with non-Japanese manufacturers. 
Mitsubishi Heavy Industries formed an alliance with the U.S. firm Kaizer Frazer 
Corporation and began assembly production of the Henry J passenger car in June 
1951. Mitsubishi was followed by Hino Diesel Industry Co., Ltd. (now Hino Motors 
Ltd.), which entered into an alliance with the French firm Renault in July 1952 for 
manufacture and sale of the Renault 4CV passenger car; Nissan Motor Co., Ltd. began 
a technology alliance with the British firm Austin for the Austin A40 passenger car in 
December of the same year, and Isuzu Motors Limited agreed on a technology alliance 
with the British firm Rootes for the Hillman Minx passenger car in February 1953.




It was against this background that Toyota Motor Co., Ltd. declared its ambition to 
base its development on purely home-grown technology. In the Japanese press, one 
strand of opinion maintained that Toyota Motor Co., Ltd. was a firm of provincials who 
were behind the times, but there was also criticism of firms that were falling over 
themselves to introduce non-Japanese technology. There was thus widespread interest 
in the future fate of the Japanese-made passenger car.


For Toyota Motor Co., Ltd.-where the spirit of research and creativity based on self-
help efforts had been nurtured since the days of Sakichi and Kiichiro Toyoda-
developing a passenger car independently was a perfectly natural course of action. In 
accordance with the instructions of Kiichiro, who had passed away suddenly in March 
1952, Toyota Motor Co., Ltd. had already started on full-fledged passenger car 
development in January of that year.


One point in President Ishida's words that attracted attention was his expectation that 
stamping of a single body would allow a substantial reduction in costs. In July 1952, 
when the second prototype of the new passenger car model was completed, the policy 
of building the body from stamped panels was confirmed, the idea of which was to 
benefit from a reduction in manufacturing costs. However, engine development had 
been progressing ahead of vehicle body development at Toyota Motor Co., Ltd.


Development of the R Engine 
From the outset, there were comments to the effect that the S engine (fitted in the 
Model SB compact truck launched in April 1947) delivered insufficient engine power for 
the size of the vehicle body. In response, Toyota Motor Co., Ltd. decided at the 
beginning of 1948 to develop a prototype 1,500cc Model P engine (Table 1-39) with the 
same side valve (SV) format as the S.


TABLE 1-39. COMPARISON OF MAIN CHARACTERISTICS OF THE S, P, AND R FIRST PROTOTYPE 
ENGINES 

S Engine (1947) P Engine (1948) R Engine First 
Prototype (1951)

Model
Water-cooled, inline 
4-cylinder, single 
valve

Water-cooled, inline 
4-cylinder, single 
valve

Water-cooled, inline 
4-cylinder, overhead 
valves

Bore×Stroke 65×75 mm Unconfirmed 75×82 mm



Source: S Engine: 'Toyopet (Small Truck) Specification Sheet', Toyota Technology, June 
1, 1948, P Engine and R Engine First Prototype: 'Creation of the R Engine', Toyota 
Technology, January 1, 1954

Later, analysis of data from operating tests and other factors led to a switch to the 
overhead valve (OHV)-type with its superior performance, and in January 1951, the first 
prototype of the R engine was completed. After refitting the Model SB truck with the 
new R engine and checking its performance, plans for mass production of the engine 
were settled and the design was completed in March 1952.


However, in May of the same year, Senior Managing Officer Eiji Toyoda proposed a 
change to the bore and stroke dimensions and it was decided to alter the design to 
bring it as close as possible to the square format (in which both the bore and stroke 
dimensions are equal). The reasons for this included the wish to avoid as far as 

Total engine 
displacement volume

995 cc Approx. 1,500 cc 
(details are 
unknown)

1,449 cc

Maximum output 27 hp/4,000 rpm 40.5 hp/3,800 rpm 44.6 hp/4,000 rpm

The R engine



possible an increase in the height and the center of gravity of the OHV engine, the 
ability to increase the engine speed, and the fact that the engines fitted in newly 
designed non-Japanese vehicles were almost all of the square format. The 
specifications of the final R engine, the design of which was completed in August 1952, 
are presented in Table 1-40.


TABLE 1-40. SPECIFICATIONS OF THE R ENGINE (1952) 

Source: R Engine: Toyota Technology, January 1, 1954

The R engine adopted the OHV format which had been a Toyota tradition since the A 
engine. The parts and design had a wide range of points in common with the B engine 
in terms of mechanisms and devices, including the Carter downdraft carburetor and 
the paper filter air cleaner.  Resembling in external appearance the B engine, it was 
recognizable at a glance as a Toyota-developed engine.


Item Description
Model Water-cooled, inline 4-cylinder, overhead valves

Bore×Stroke 77×78 mm

Total engine displacement volume 1,453 cc

Compression ratio 6.8:1

Maximum output 48 hp/4,000 rpm

Maximum torque 10 kg-m/2,400 rpm

Toyopet Super passenger car  (Model RHK and Model RHN) catalogue



The vehicle models launched with the R engine were the RH Toyopet Super passenger 
car (released in September 1943 as a modified version of the Model SF passenger car) 
and the RK Toyopet truck with 1.25-ton load capacity (a modified version of the SG 
truck). Model RH passenger cars were of two types: one type manufactured by Kanto 
Auto Works, Ltd. (RHK) and the other by Mitsubishi Heavy Industries (RHN). As 
previously, the design and production of the vehicle body were handled by the 
respective company, which made it difficult for Toyota Motor Co., Ltd. to undertake 
fixed pricing and quality assurance for these passenger cars.


Although the R engine had a 48hp output-a great increase on the S engine's 28hp-
there was no major difference in fuel efficiency, making it a very economical vehicle. 
This output helped boost cruising performance drastically, so that representatives of 
the taxi industry who test-rode RH passenger cars judged it highly satisfactory in terms 
of riding comfort, power, and maneuverability.


For production, cutting-edge facilities had been put in place in the second half of the 5-
Year Facility Modernization Plan, centering on the specialist machine tools of the 
Koromo Plant machining plant. In July 1953, immediately before the sales launch, a R 
engine line for monthly production of 500 units was completed. Development of 
another passenger car model to be fitted with the R engine began in January 1952.


Development of the Model RS Toyopet Crown 
Development of a new passenger car started in January 1952 when the return of 
Kiichiro Toyoda as president was decided. Put in charge of the development was 
Deputy General Manager of the Body Manufacturing Department Kenya Nakamura. As 
the person in charge of the manufacturing of Toyota's own 2,000-ton Clearing press 
machine, he achieved its completion in June 1951 after 10 years of strenuous effort.


The intention was not to anymore outsource the body design and manufacturing for 
this new passenger car to a body manufacturer, but to ship completed cars by 
manufacturing and mounting the body in-house. First the taxi industry, one of the major 
customers at the time, was surveyed in January 1952, and, also including the results of 
a market survey by Toyota Motor Co., Ltd., design objectives for a passenger car 
chassis were drawn up based on the idea that is completely different to appropriating 
the truck chassis of the past. According to 'The birth of the Toyopet Crown Model RS 
passenger car' written by Nakamura, the following concrete concepts were decided 
on:




The first design objective to get started on was to radically improve the SF Model, then 
on the market, making it a superbly performing car with a low floor and good riding 
comfort, and without losing its robustness which had been its distinctive feature so far, 
making it a car with durability on bad road surfaces well. In practical terms this meant 
the largest possible dimensions possible within the specifications of an American style 
compact car, a car that feels bright and airy and looks well-made. It weighed 1,200 
kilograms, was economical for use as a taxi, had a 1,500 cc engine, remote control 
transmission, front knee action suspension, a maximum speed of 100 kilometers, and 
other appealing features.


Its size was the maximum allowed by the dimension standards for compact cars, and 
manufacturing of four metal prototypes was started. The car model was signified as the 
Model RS, and the name had at the suggestion of Kiichiro already been decided on as 
the Crown.


Prototype 1 of the RS passenger car model 1



Prototype 1 of the RS passenger car model 3

Prototype 1 of the RS passenger car model 2



Just as manufacturing was about to start, founder Kiichiro Toyoda suddenly passed 
away on March 27, 1952. The development of a true passenger car was an idea that 
Kiichiro had nursed for many years, and his death at a time where this was increasingly 
set to become reality was a great disappointment for the development team.


The four prototypes to study the car's style were completed in full scale hand-
hammered metal by April 23, 1952. Model No. 1 was an American Henry J model, 
model No. 2 an American Cadillac model, model No. 3 an American Nash model and 
model No. 4 a British Ford Zephyr model.


Then primary prototypes No.1 and No. 2 were modified and two secondary prototypes 
were built by June 6 of the same year. Furthermore, a tertiary prototype combining the 
two secondary prototypes was completed by September 1. The silhouette of the 
tertiary prototype was so close to the final version so as to be roughly the same, so 
that the style can be considered to have been finalized by the end of September.


Prototype 1 of the RS passenger car model 4



In January 1953 an RS body equipment meeting was held in which arrangements to 
order welders were settled, while investigations into in-house body manufacturing 
conducted concurrently with product design was promoted. Based on the 
specifications drawn up during the same month, the design of the Model RS passenger 
car was embarked on, and in March the trial plans were finished. Following that, 
'Matters relating to the RS' was issued on April 4 in the joint names of Managing 
Directors Eiji Toyoda and Shoichi Saito, marking the start of the manufacturing phase 
of the prototype car.


On May 1 of the same year a reorganization of the engineering departments took 
effect, and a Project General Manager Department was set up in the engineering 
division. Nakamura, in charge of development of the Model RS, undertook, as Project 
General Manager, the role of 'driving the process comprehensively forward from engine 
and car design to production preparation'.


Prototype 2 of the RS passenger car model 1



Eight cars-car No. 1 to car No. 8-were built for the primary prototype of the Model RS 
passenger car. Car No. 1 was completed in June 1953, and based on the results of the 
running tests that were promptly carried out the 'Main alterations in the primary RS 
prototype' were drawn up. Next, using the altered version of car No.1 and car No.2, 
running tests were carried out between alternately Koromo-Shizuoka and back (320 
kilometers) and Koromo-Kyoto and back (360 kilometers) in 24 hour shifts over the 
period from September 15 to October 3. The distance covered by car No.1, including 
the previous running tests, exceeded 14,000 kilometers.


From February 1954 production of six secondary prototypes (cars No. 11-16) started, 
incorporating the results obtained from the endurance tests, chassis tests, body tests, 
benchmarking tests etc. performed on the eight primary prototypes. Between July 12 
and August 16, running tests of 20,000 kilometers, which constituted even harsher 
running conditions than for taxis, were carried out using cars No. 12 and 13. By further 
improving the prototypes based on these kinds of test results, car No. 16, the last 

Prototype 2 of the RS passenger car model 2



prototype, was of such a high level of completion that it could be used as a sample car 
for the qualification tests by the Ministry of Transport.


Because the main characteristic of the Model RS passenger car was that its body was 
manufactured in-house and it was shipped as a completed car, a comprehensive 
design was aimed for that treats body and chassis as one unit. With regard to 
manufacturing equipment, plant layouts and equipment design were drawn up through 
close teamwork between design engineers and production engineers, and the 
investigations carried out at that point were also reflected in the design details.


In body manufacturing the manual sheet metal working was done away with, and a 
method was adopted where steel sheets formed in stamping presses were welded 
together. This called for a great deal of machinery, e.g. stamping presses for sheet 
metal forming, welding jigs to fix each stamped part, resistance welders and arc 

Front end of prototype 3 of the RS passenger car model



welders to join those parts. The cost of body manufacturing equipment up to 1954 
amounted to a total of approximately one billion yen, including the extension of the 
body shop building. Of the one billion yen, 400 million yen was invested in stamping 
dies alone.


Development of the Model RR Toyopet Master 
Alongside the development of the Model RS passenger car, development of the Model 
RR passenger car started in October 1953 as a successor to the Model RHK 
passenger car manufactured by Kanto Auto Works, Ltd.


Where the Model RS passenger car employed front-wheel independent suspension, 
the Model RR passenger car used a beam front suspension that followed that of the 
Model RHK. This sturdy structure was targeted at the taxi industry, which has harsh 
requirements for vehicles that can withstand great wear-and-tear. The chassis was 

Rear end of prototype 3 of the RS passenger car model



constructed from parts passed down from the RHK passenger car and parts common 
with the Model RS passenger car.


In charge of the development of the Model RR passenger car was Project General 
Manager Tozo Yabuta, but Kanto Auto Works, Ltd. stayed in charge of body design. 
Because of the policy to sell completed cars for the RS passenger car, the mounting 
business for the RHK passenger cars at Kanto Auto Works, Ltd. disappeared, and 
Project General Manager Tozo Yabuta was therefore hastily tasked with developing the 
RR passenger car as its successor.


The chassis of the RR passenger car was manufactured at Toyota Motor Co., Ltd.'s 
Koromo Plant, and was then sent to Kanto Auto Works, Ltd. in Yokosuka City, 
Kanagawa Prefecture for the body mounting. The first Model RR prototype was 
completed in March 1954, and mass production started in September of the same 
year.


Toyopet Crown model RS



The Model RR passenger car was given the name of Toyopet Master, and was 
launched on August 1, 1955 at the same time as the Toyopet Crown. Table 1-41 gives 
an overview of the detailed specifications of both cars as well as the Model RH Super.


TABLE 1-41. SPECIFICATIONS OF THE RS CROWN, RR MASTER, AND RH SUPER (1955) 

Item Model RS Crown Model RR Master Model RH Super
Length 4,285 mm 4,275 mm 4,280 mm
Width 1,680 mm 1,670 mm 1,590 mm
Height 1,525 mm 1,550 mm 1,600 mm
Wheelbase 2,530 mm Same as left 2,500 mm
Track (front) 1,326 mm 1,317 mm 1,325 mm
Track (rear) 1,370 mm Same as left 1,350 mm
Minimum ground 
clearance 210 mm 200 mm 190 mm

Model RR Toyopet Master



Source: Toyota Engineering Society's, Toyota Technology, July 15, 1955

Furthermore, the chassis of the Model RR Toyopet Master was remodelled at Kanto 
Auto Works, Ltd., and the Masterline series, mounted with an interchangeable body, 
was developed. The models in this series were the Model RR16 Masterline single cab 
pickup and the Model RR17 Masterline station wagon, launched in September of the 
same year, and the Model RR19 Masterline double cab pickup, launched in August 
1956.


Standard floor height 320 mm 370 mm 410 mm
Vehicle weight 1,210 kg Same as left 1,150 kg
Seating 6 Same as left 5
Maximum speed 100 km/h Same as left Same as left
Engine model Toyota R engine Same as left Same as left
Cylinders Inline, 4-cylinder Same as left Same as left
Total engine 
displacement volume 1,453 cc Same as left Same as left

Maximum output 48 hp/4,000 rpm Same as left Same as left
Maximum torque 10m-kg/2,400 rpm Same as left Same as left
Battery voltage 12V Same as left 6V
Clutch operating 
format

Hydraulic 
transmission Same as left Link type

Transmission

3 forward gears, 
synchromesh type Same as left 4 forward gears

Constant-mesh 
helical gear Same as left Sliding mesh gear

Remote control Same as left Direct control

Control gear Worm and selector 
roller Same as left Same as left

Front suspension Wishbone 
independent

Reverse Elliot I-
beam Same as left

Rear suspension Semi-floating banjo Same as left Same as left

Brakes
Hydraulic floating 
shoe with rear wheel 
manual

Same as left Hydraulic internal 
expansion

Front springs 10 coils 5-leaf 8-leaf
Rear springs 3-leaf 5-leaf 9-leaf

Frame Ladder closed cross 
section

Ladder open cross 
section Same as left



Subsequently sales of the Model RR Toyopet Master were stopped in December 1956, 
and manufacturing at Kanto Auto Works, Ltd. centred on the Masterline series. For this 
series approximately 19,400 vehicles were manufactured by March 1959 for the three 
models combined.


Kanto Auto Works, Ltd. developed the first-generation Model ST10 Toyopet Corona in 
July 1957, using the body of the Model RR Toyopet Master.


First True Japanese Passenger Car 
Toyota's first passenger car is the Toyoda Model AA passenger car, which was 
designed in 1935 using the Chevrolet and the Desoto as a reference. This was listed in 
the catalogue as a standard sedan, but that meant standard from the viewpoint of an 

Model RR17 Toyopet Masterline light van



advanced automotive country like the United States. Given the conditions in Japan at 
the time, this was a large passenger car and couldn't be called 'standard'.


The Model AA passenger car unmistakably formed the basis for subsequent car design 
and manufacturing technology however, and Toyota Motor Co., Ltd. independently 
developed Japan's first true passenger car, Toyopet Crown, based on this technology. 
In other words, with the arrival of the Crown the first standard sedan was created that 
was suited to Japanese conditions.


In a car magazine of that period, an article titled, 'The new Toyopet. A splendid Crown 
of international standard. A practical Master' tells the following about the launch of the 
Model RS Crown:


I don't think I am alone in feeling more strongly now that the new Toyopet 
is 'exactly as one would expect of Toyota'. We feel genuine relief for the 
sake of Japan-built cars, as it greatly deserves to be admired as a car with 
not only a build and functionality of an international standard, but also 
with suspension and braking systems designed in consideration of 
Japanese roads and circumstances of use. This certainly wins our full 
approval as a domestic car. 

The Crown thus attracted high praise as a domestic car that took Japanese conditions 
into consideration. While establishing the specifications that would be the benchmark 
for Toyota's passenger cars, it also exerted great influence on future domestic 
passenger cars.


The typical equipment and mechanisms that the Model RS Crown was fitted with are 
generally below.


Distinctive Equipment and Devices 
1. Square-type high speed engines 
The R engine that the Crown was equipped with was first fitted in the Model RH 
Toyopet Super passenger cars and Model RK Toyopet truck in September 1953.  This 
engine is a square type high speed engine where the bore and stroke dimensions are 
almost the same at 77 millimeters x 78 millimeters. It had already been in use for over a 
year when the Crown came onto the market, and performance and quality were stable. 



Nothing was mentioned with regard to the engine itself in the defect report the 
Inspection and Improvement Department put together just after the Model RS and the 
Model RR were launched.


The passenger car engines that were on sale through technology partnerships with 
foreign manufacturers at the time the R engine entered the scene in 1953, are listed in 
Table 1-42. Looking at the relation between the bore and stroke in these engines, long-
stroke engines, where the latter is longer than the former, form the majority, and this 
was the same for domestic manufacturers Prince Motor Co., Ltd. (75 millimeters x 84 
millimeters) and Ohta Jidosha Kogyo Co., Ltd. (61.5 millimeters x 76 millimeters). When 
the Crown was launched in 1955, however, a new 76.2 millimeters x 76.2 millimeters 
square engine (overhead valves (OHV), 1,390 cc, 43 hp) for the Hillman Minx had 
already appeared. Subsequently the R engine was improved to the 2R engine (78 
millimeters x 78 millimeters, 1,490 cc), and with the 3R engine (88 millimeters x 78 
millimeters, 1,897 cc) evolved further into an oversquare engine where the bore is 
larger than the stroke.


TABLE 1-42. ENGINES USED ON PASSENGER CARS PRODUCED THROUGH TIE-UPS WITH 
FOREIGN AUTOMAKERS (1953) 

Source: Austin A40: 'First Motor Show', Motor Fan, June 1, 1954, Hillman Minx and 
Renault 4CV: Photo article on new cars, Motor Fan, June 1, 1953

A small diesel engine was furthermore developed making use of the R engine's cylinder 
block. A prototype 1,500 cc class small diesel engine for passenger cars (development 
number: 3E, Model: C) was completed at the end of 1955, and its winning of the Japan 
Society of Mechanical Engineers Award in 1958 was mentioned earlier.


Model 22R, which was to be the last Model R engine (92 millimeters x 89 millimeters, 
2,366 cc, 115 hp / 5,100 rpm), was fitted in the micro bus Coaster. Although the 
external dimensions of the cylinder block hadn't changed much, compared to the early 
R engine the displacement and output had been increased by 1.6 times and 2.4 times 
respectively. Incidentally, the R engine with the highest output was the Model 10R (86 

Engine Model Bore×Stroke
Austin A-40 engine Overhead valves, 1,200 cc, 

42 hp
65.4 mm x 88.9 mm

Hillman Minx Engine Single valve, 1,265 cc, 37.5 
hp

65 mm x 95 mm

Renault 4CV engine Overhead valves, 748 cc, 
21 hp

54.5 mm x 80 mm



millimeters x 80 millimeters, 1,858 cc, 140 hp/6,400 rpm, DOHC, twin carburetor) which 
was fitted in the first-generation Corona Mark II GSS.


In this way the R engines was continuously improved and by adapting it well to higher 
output and speed, it was successful for 41 years all the way until 1994.


2. Constant-mesh transmission with synchromesh 
Toyota Motor Co., Ltd.'s early transmission was for all models-including the Model G1 
truck and the Model AA passenger cars-a manually operated sliding mesh gear. A 
sliding mesh gear requires skill to make the two rotating gears engage smoothly, and 
also, depending on the way gears were shifted, called for an irksome operation called 
double-clutching.


In contrast the transmission employed in the Crown had three forward gears. By using 
a constant-mesh helical gear with synchromesh in the first and second gear, this 
provided a smoother gear operation than the sliding mesh gear.1 Subsequently, to 
make gear operation even easier Toyota Motor Co., Ltd. undertook to improve 
performance by, for instance, developing a transmission called all-synchro, or full-
synchro, which employed a synchromesh mechanism at all gears. The technology in 
this field moreover evolved towards an automatic clutch that did away with clutch 
operation when changing gears (Saxomat), and an automatic transmission without the 
need for gear changes or clutch (Toyoglide).


Because of this the synchromesh transmission that was fitted in the Model RS Crown 
is also seen as the starting point at Toyota Motor Co., Ltd. towards 'easy driving'.


3. Front-wheel independent suspension and rear-wheel three 
leaf spring suspension 
The Crown front-wheel suspension was the first at Toyota to employ an independent 
suspension system. Matching the state of the roads in Japan, the design improved 
reliability and durability, while also improving the universal wishbone type to provide a 
comfortable ride.


The rear-wheel suspension used a three leaf spring researched and developed by Dr. 
Atsushi Watari of University of Tokyo. This new spring model used three leaf springs 
with leaves of a large total length and width and it was not only light and pliable, but as 



there was little friction between the leaves and little vibration, it provided, coupled with 
the front-wheel independent suspension, a comfortable ride.


4. Reduction gears using the innovative hypoid gear 
The reduction gear in the differential was the first in a Japanese car to use a hypoid 
gear. Because in a hypoid gear the drive pinion meshes with the ring gear below the 
center of the ring gear, the position of the propeller shaft where the pinion connects is 
lower, which allows for the floor of the body to be lower. As the range where the ring 
gear and the drive pinion mesh is wider and can tolerate great force, smaller and lighter 
reduction gears are possible.


By adopting this hypoid gear the overall height (1,525 millimeters) and the standard 
floor height (320 millimeters) for the Crown could be lowered and on the other hand the 
minimum ground clearance (210 millimeters) could be increased. While ensuring a 

A Crown Model RS catalogue (transmission with synchromesh 
mechanism and speed reducing gears with hypoid gear)



better running stability because of a lower center of gravity, this also provided more 
clearance when driving on unsurfaced bad roads by increasing the distance between 
body and ground level.


For hypoid gear finishing, the U.S. Gleason Corporation hypoid gear cutting machine 
was imported by May 1953. As the first vehicle of the primary prototype of the Model 
RS passenger car was completed in June of the same year, it is clear that vehicle 
planning and design, manufacturing equipment procurement, and prototype 
manufacturing proceeded in a coordinated manner. In a survey conducted immediately 
after the launch, no reduction gear defects were reported.


Production Increase for the Toyopet Crown 
Although the Model RS Crown and the Model RR Master launched in January 1955 
were both received favorably, sales didn't increase. While sales slumped operation was 

A Crown Model RS catalogue (independent suspension, triple-plate 
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reduced between June of that year and January 1956 from a six-day to a five-day 
week. The initial production planning foresaw a monthly output of 1000 cars for both 
the Crown and the Master, but in 1955 the total average monthly output for both cars 
combined was 617 cars, with the Crown limited to 229 cars.


The Model RS Crown was aimed at private owners while the Model RR Master was 
aimed at businesses, but when it became clear that the suspension had sufficient 
durability for business use, demand for the Crown by the limousine and the taxi 
industry increased. In response Toyota Motor Co., Ltd. launched the Crown Deluxe 
(Model RSD) aimed at the private owner market in December 1955, while also selling 
the RS to the business market under the name Crown Standard.


By 1956 production output for the Crown had increased rapidly and reached a monthly 
average output of 771 cars. The combined output for the Crown and the Master for the 
year reached 12,001 cars with a monthly average of 1,000 cars, and in October the 
monthly output for the Crown alone exceeded 1,000 cars. Production of the Model RR 
Master was therefore discontinued in November 1956.


Subsequently the performance of the Crown Standard (Model RS) and the Crown 
Deluxe (Model RSD) were gradually improved, and in October 1956 the engine output 
was increased from 48 hp to 55 hp and again in April 1958 to 58 hp. In October of the 
same year both models were improved and were launched as the new Crown Standard 
(Model RS20) and the Crown Deluxe (Model RS21).


Item 4. Changes in the Automotive Market

Increased Demand for Compact Cars 
According to the Five-Year Facility Modernization Plan from 1951, a system for a 
monthly output of 3,000 cars was set up at Toyota Motor Co., Ltd. in 1955, and in the 
period between October-December 1956 monthly output exceeded 5,000 cars.


A comparison of production results for 1951 and 1956 indicates a 3.26 fold increase of 
the total output, with a striking increase for compact passenger cars and light trucks 
(Table 1-43). In contrast sales of heavy-duty trucks virtually levelled off and its share of 
production output fell substantially, from 63 percent to 20 percent.




TABLE 1-43. TOYOTA MOTOR PRODUCTION RESULTS (1951-1956) 

Managing Director Eiji Toyoda stated in the preface of the January issue of Toyota 
Technology in 1951-the year the Five-Year Facility Modernization Plan started?that "the 
next five years will surely bring new opportunities", which seems to have indicated his 
expectation of this spread of compact cars. That that opportunity could be seized on in 
such a convincing manner was the result of the steady implementation of the Five-Year 
Facility Modernization Plan.


In response to these kinds of rapid increases and structural changes in automobile 
demand, the need arose to review sales and production systems.


The People's Car Concept 
When the Toyopet Crown entered the stage in January 1955, it attracted attention from 
all quarters and brought about new developments in the Japanese automotive industry. 
One of these was the 'People's Car Concept'.


The Automobile Division in the Ministry of International Trade and Industry announced 
on May 18, 1955 the 'Outline for Creating the People's Car' which presupposed 
domestic automotive technologies. The requirements for a People's Car were a 
maximum speed of 100 kilometers or higher, seating capacity of four, a 350-500 cc 
engine, fuel consumption of 30 kilometers/liter or better and a retail price below 
250,000 yen. The idea was that they would call for vehicles that met these 
requirements, select (through prototype testing) one model fit for mass production, and 
aim at building up that model through investment of government funds.


The automotive industry expressed a variety of ideas and opinions in relation to this 
People's Car Concept, and eventually came to the conclusion at a board meeting of 
the Automobile Industry Association on September 8, 1955 that developing a People's 
Car of 250,000 yen was impossible. In early December of the same year, however, 

Compact passenger 
car Large truck Small truck

TotalNo. of 
units

Share of 
total

No. of 
units

Share of 
total

No. of 
units

Share of 
total

1951 1,470 10.3% 8,989 63.2% 3,769 26.5% 14,228
1956 12,001 25.9% 9,127 19.7% 25,289 54.5% 46,417

Scaling 
factor of 
increase

8.16 1.02 6.71 3.26



President Kawai Yoshinari of Komatsu Ltd. who intended to move into the automotive 
field, announced that he was preparing production of compact passenger cars along 
the People's Car Concept. He is purported to have had a plan to ask Porsche in 
Western Germany for the basic design that kept the car's price below 300,000 yen. 
Because President Shotaro Kamiya of Toyota Motor Sales Co., Ltd. contributed to this 
plan, Toyota Motor Co., Ltd. struggled in its response to this.


In actuality, development of a compact passenger car with front-engine, front-wheel 
drive (FF) layout which was a size larger than the People's Car Concept was begun in 
May 1955 at the instruction of Senior Managing Officer Eiji Toyoda. In September 
development number 1A was given to this compact passenger car and 4E to its 
engine.


Prototype 1A was completed in August 1956 (Table 1-44). Due in part to the negative 
speculation around the People's Car Concept, Toyota Motor Co., Ltd. invited members 

Development number 1A prototype car



of the press and people from the taxi industry to the Komoro Plant on September 22 
and disclosed, extraordinarily, the prototype under development.


TABLE 1-44. SPECIFICATIONS OF THE 1A PROTOTYPE (1956) 

Source: Toyota Shimbun, No. 201, October 2, 1956

The Prototype 1A didn't realize the performance expected of a FF layout, however. So 
after changing the development number to 11A, prototyping of the FF layout with the 
4E engine continued and a second prototype was completed in July 1958. However, 
this prototype 11A didn't provide satisfactory performance either, and its basic 
specifications were changed from that of a FF layout to a FR (front engine/rear-wheel 
drive) layout in May 1959. Building of a third prototype with development number 68A 
was begun, and completed in April 1960. The model name for prototype 68A was 
decided on as Model UP10 and the 4E engine was called the U engine. At its 
presentation as an economy car at the Tokyo Motor Show in October 1960, a public 
appeal was made for a name, and it was launched in June 1961 under the name 
Publica.


Although the development of a new car, originating in the People's Car Concept, 
experienced some setbacks, it resulted in the creation of the first Publica and caused a 
mass market to emerge.	 	 	  

Item Description
Model Front-wheel drive, 2 doors
Engine Air-cooled horizontally opposed 2-cylinder, 4-stroke, 698 cc
Length 3,650 mm
Width 1,420 mm
Height 1,385 mm
Wheelbase 2,100 mm



Development number 4E prototype engine (model for 
the U engine)

Development number 4E prototype engine and front-wheel drive 
mechanism



Mockup of the development number 68A prototype vehicle

U engine used on the first-generation Publica (Model UP10)



L Crown London to Tokyo 50,000-Kilometer Drive 
Journalist Yutaka Tsuji and photographer Hajime Tsuchizaki of the Asahi Shimbun 
Company departed from London in a Toyopet Crown Deluxe on April 30, 1956. This 
was an event designated by the Asahi Shimbun Company as the London to Tokyo 
50,000-kilometer Drive intended to depict the conditions of driving between London 
and Tokyo in a Japanese passenger car through a series of articles. The Toyopet 
Crown experienced extremely difficult conditions including mountain roads and deserts 
while traversing the countries of Europe and Asia and arrived at Koromo Plant (now 
Honsya Plant) on December 29 and arrived in Tokyo on December 30 of that year.


Nineteen years early, on April 6, 1937, a Kamikaze-go aircraft (the second prototype of 
the Model Ki-15 produced by Mitsubishi Heavy Industries) manufactured entirely in 
Japan and owned by the Asahi Shimbun Company took off from Tokyo for London to 
mark the coronation of the king of the United Kingdom. The plane arrived in London on 
April 10, after flying 15,000 kilometers in 94 hours, 17 minutes, and 56 seconds. 

Model UP10 Publica economy car



Coincidentally, this was the year that Toyota Motor Co., Ltd. was established and the 
Toyota Model AA passenger car was presented as an extra prize for a winner who 
correctly guessed the travel time between Tokyo and London.


At the time of this accomplishment by the Toyopet Crown, there were likely many 
readers who remembered the Kamikaze-go from 19 years earlier. For Toyota Motor Co., 
Ltd., this event brought back old ties and brought to mind Toyota’s future activities in 
overseas markets, serving as an opportunity to consider the overseas development of 
business.




Preparations for Mass 
Production and Mass Sales 

Item 1. Expanding Sales Structures


Tokyo Toyopet Motor Sales Co., Ltd. Established 
GHQ removed the restrictions on passenger car production in October 1949. The 
motor vehicle sales allocation system was disbanded in November, and sales became 
completely unregulated. Toyota Motor Co., Ltd. immediately began manufacturing 
Model SD passenger cars chassis using a truck chassis, and launched the Toyopet 
Crown and Toyopet Master as full-fledged passenger cars in 1955.


Sales volumes of Toyota vehicles from 1950 to 1955 are shown in Table 1-45. 
Passenger cars sales shot up from 548 units to 7,055 units, a 13-fold increase. In 
addition, passenger car sales increased from 6 percent of all sales in 1950 to more 
than 30 percent in 1955.


TABLE 1-45. SALES OF TOYOTA VEHICLES (1950-1955) 

Source: The First 30 years of Toyota Mortor Sales, 1980

Against this backdrop of rapidly increasing passenger car sales, Toyota Motor Sales 
Co., Ltd. established Tokyo Toyopet Motor Sales Co., Ltd. (Tokyo Toyopet Motor Sales) 
as a directly-managed dealer on March 14, 1953. Tokyo Toyopet Motor Sales acquired 
sales rights from Tokyo Toyota Motor Co., Ltd. and began operations in April.


Toyota Passenger 
Cars All Toyota Vehicles Total Number of 

Registrations a/bVehicles 
(a)

Rate of 
increase

Vehicles 
(b)

Rate of 
increase

No. of 
units

Rate of 
increase

1950 548 9,228 26,813 5.9%

1951 1,718 313.5% 10,126 9.7% 28,200 5.2% 17.0%

1952 2,102 22.4% 14,364 41.9% 37,235 32.0% 14.6%

1953 3,530 67.9% 14,883 3.6% 48,860 31.2% 23.7%

1954 4,217 19.5% 20,768 39.5% 62,370 27.7% 20.3%

1955 7,055 67.3% 22,240 7.1% 64,528 3.5% 31.7%



Tokyo Toyota was established in October 1946, when Tokyo accounted for about 30 
percent of nationwide passenger car demand. Tokyo Toyota Motor's management 
team was made up of former employees from banks, life insurance companies, 
railways, tire manufacturers, and other companies (most affiliated with the Furukawa 
corporate group), and had no direct experience in automobile sales. From the very 
beginning, the sales systems would be expected to face extreme difficulty, and in fact, 
"Toyota's share of the passenger car market in Tokyo was extremely low, and there 
was no way to overcome this situation". It was a natural development that Tokyo 
Toyopet Motor Sales was established with investment from Tokyo Motor Sales Co., 
Ltd. in order to prop up the sales system.


In 1953, the Japanese automobile market was about to enter a period when the 
prevalence of passenger cars would rapidly increase. Even with development of the 
Model RS Crown-a true passenger car-advancing, sales systems in the leading Tokyo 
market were lacking. As a result, Tokyo Toyopet Motor Sales was created as a directly-
managed dealer, requiring little effort to establish.


In conjunction with the establishment of Tokyo Toyopet Motor Sales, the company 
acquired passenger car sales rights from Tokyo Toyota Motor, resulting in Tokyo Toyota 
Motor being temporarily unable to sell passenger cars. The result was a further 
weakening of Tokyo Toyota Motor's management foundations, and in 1967 it became a 
directly-managed dealer with a capital infusion from Toyota Motor Sales Co., Ltd.


Toyota dealers nationwide strongly opposed the establishment of Tokyo Toyopet Motor 
Sales. The establishment of a new dealer posed a threat to the existing rights of current 
dealers. Taking away even a portion of their sales rights was a matter of life and death 
for dealers, and they could not simply agree. Toyota Motor Sales explained that the 
establishment of Tokyo Toyopet Motor Sales was a special measure in consideration of 
the unique circumstances in the Tokyo market and that it would not be expanded 
nationwide. In addition, Toyota dealers around the country were invited to invest 
directly in Tokyo Toyopet Motor Sales (20 percent of total capital), and as a result, the 
dealers were eventually convinced.


At the time of its establishment, Tokyo Toyopet Motor Sales' capital was 30 million yen. 
Toyota Motor Sales President Shotaro Kamiya was appointed chairman, and Toyota 
Motor Sales Managing Director Hide Nagai was made president. The head office was 
located in Toranomon (now the Toranomon Sales Office), and it has been reported that 



the two-story wooden head office building was used by Kiichiro Toyoda as a research 
center in Tokyo following his retirement as president of Toyota Motor Co., Ltd.


Multiple Dealer System Developed 
The Crown RS and the Master RR were launched in January 1955, and Toyota's share 
of the passenger car market jumped from 23.5 percent the prior year to 35.2 percent. 
Previously, large trucks had accounted for the bulk of sales, but starting in 1955, 
passenger cars and small trucks production increased to take the leading position 
(Table 1-46). The structure of the Japanese automobile market was undergoing a major 
change, with sales of small trucks growing to surpass passenger cars.


TABLE 1-46. TOYOTA MOTOR'S PRODUCTION RESULTS (1950-1957) 

Existing market structures were not able to respond adequately to these market 
changes, so the introduction of multiple dealer networks was considered. Toyota Motor 
Sales Co., Ltd. President Shotaro Kamiya announced the idea while attending a board 
meeting of the Toyota National Dealers' Advisory Council in January 1956 and 
explained the specifics in February. The main details were as follows.


1. The new dealers would sell the Model SKB Toyopet light truck (renamed the 
Toyoace in July 1956) and the Model RR16 Masterline single cab pickup and Model 
RR17 Masterline station wagon.


2. New dealers would initially be established in 18 prefectures.


Compact passenger 
car Large truck Small truck

TotalNo. of 
units

Share of 
total

No. of 
units

Share of 
total

No. of 
units

Share of 
total

1950 468 4.0% 7,529 64.3% 3,714 31.7% 11,711

1951 1,470 10.3% 8,989 63.2% 3,769 26.5% 14,228

1952 1,857 13.2% 7,299 51.7% 4,950 35.1% 14,106

1953 3,572 21.7% 8,408 51.0% 4,516 27.4% 16,496

1954 4,235 18.6% 10,044 44.2% 8,434 37.1% 22,713

1955 7,403 32.5% 6,199 27.2% 9,184 40.3% 22,786

1956 12,001 25.9% 9,127 19.7% 25,289 54.5% 46,417

1957 19,885 25.0% 16,219 20.4% 43,423 54.6% 79,527



3. Investment by existing dealers in new dealers would be permitted as long as they 
did not acquire controlling interests.


The Toyota dealer executives who heard this explanation felt that the transfer of sales 
rights to the Model SKB, Model RR16, and Model RR17 to the new dealers was taking 
something away from their existing rights, and they were concerned about the impact 
on business. The existing dealers were not satisfied with the situation, but they had to 
consider their future relationship with Toyota Motor Sales Co., Ltd. and the attitude was 
for the dealers to "infer which areas they were convinced by and which area they would 
give in, and to implement future dealer policies".


In the spring in 1956, seven dealers were launched as the first step. The first was 
Meiho Motors (created within Aichi Toyota Motor Co., Ltd.), established in Aichi 
Prefecture on March 20, followed by Yokohama Toyopet, Sendai Toyopet, and Mie 
Toyopet on April 1, Saitama Toyopet on April 2, and Marutoyo Motors in Gifu Prefecture 
and Kaneki Shoten in Hyogo Prefecture on April 10.


In preparation for the establishment of the Toyopet dealers, Toyota Motor Co., Ltd. 
adopted a plan to substantially increase production of the Model SKB Toyopet Light 
Truck. Toyota Auto Body Co., Ltd, which produced the bodies, also expanded its 
production facilities at the end of 1955. Sales prices were lowered considerably in 
January 1956, resulting in a rapid increase in demand for the Model SKB truck.


Supported by strong sales of the Model SKB, the establishment of Toyopet dealers 
proceeded smoothly. An additional 37 dealers were established in 1956, followed by 11 
more in 1957, and with the creation of Shimane Toyopet on June 1 of that year, there 
was a total of 48 Toyopet dealers (excluding Tokyo and Osaka).


In conjunction with the development of the Toyopet dealers, the first-generation Model 
ST10 Toyopet Corona was launched at those dealers in July 1, 1957.


When the 5-ton DA60 truck equipped with the newly-developed Model D diesel engine 
was launched in March 1957, Toyota Diesel Co., Ltd. was established as a dealer. From 
February 1957 to April 1958, nine dealers were established in Sapporo, Miyagi, Tokyo, 
Yokohama, Shizuoka, Nagoya, Osaka, Kobe, and Fukuoka. Later, the total number of 
dealers increased to eleven when dealers in Saitama and Chiba switched from Prince 
Motor Co., Ltd. in 1965.




Toyota Motor Co., Ltd.'s diesel engine development was inclined towards small trucks, 
and Toyota vehicles' share of the large truck market fell steadily. As a result, 
management of Toyota Diesel dealers came to an impasse, and a last-ditch decision 
was made to also allow sales of the Publica passenger car.


The Toyota Diesel dealers changed their names to Publica dealers (later Corolla 
dealers) one after another. Of the two last remaining Toyota Diesel dealers, Tokyo 
Toyota Diesel was dissolved in 1980 and its employees went to work for Tokyo Toyota. 
The other, Nagoya Toyota Diesel, was renamed Toyota Corolla Meito in January 1, 1989 
and was acquired by and merged with Toyota Corolla Aiho in April 1996.


In this way, as the domestic market expanded, the number of dealers rapidly 
increased. When the first-generation Corona was launched in July 1957, the number of 

Announcement of the first-generation Corona (Model ST10) at the Tokyo 
Toyopet Motor Sales Co., Ltd. head office



dealers reached 109: 49 Toyota dealers, 51 Toyopet dealers, and nine Toyota Diesel 
dealers.


Item 2. Automobile Exports and APA Special 
Demand

Resumption of Automobile Exports and Toyota in 
Okinawa 
Toyota Motor Co., Ltd.'s overseas expansion at the time of its establishment focused 
primarily on China in accordance with national policy. Based on its own policies, the 
company investigated and made preparations for vehicle development with an eye 
towards Southeast Asia, but these plans were not implemented because of the war.


Opening of the new Yokohama Toyota Diesel offices



President Kiichiro Toyoda stated in 'Automotive Technology under a Free Economy', a 
paper submitted in November 1949 to the Society of Automotive Engineers of Japan, 
"In order to export to foreign countries and withstand domestic competition, is it 
necessary not just to match foreign automobiles in quality and features, but to surpass 
them". He also described the vehicles that should be developed as "economical 
vehicles that can withstand poor roads and are more practical for the peoples of East 
Asia". Kiichiro consistently placed importance on other Asian countries, which had 
road conditions similar to Japan, as an export destination.


The Foreign Exchange and Foreign Trade Act and the Export Trade Control Order came 
into effect on December 1, 1949, and normal exports by private businesses resumed. 
When the price controls regarding automobiles were abolished in April 1950, all 
restrictions and controls on automobile production, automotive materials, sales 
(rationed allocation), prices, and so on were eliminated. As a result, automobile exports 

Loading Model RSD Crowns onto a ship for Okinawa



also became unregulated. In preparation for the resumption of free trade, the 
Automobile Exports Promotion Association was established in April 1949 and President 
Kiichiro was appointed chairman.


When automobile exports resumed, the focus was placed on Asia in accordance with 
President Kiichiro's policies. With the exception of the Korean War boom from 1950 to 
1951, the main export destinations until 1954 were Okinawa (before its reversion to 
Japan), Taiwan, Thailand, and Brazil, with annual exports of about 300 units. Starting in 
1955, Toyota began entering Middle Eastern markets.


Toyota vehicle exports from 1955 to 1961 are shown in Table 1-47. In 1957, exports 
jumped from 880 units the previous year to 4,116 units. That year, domestic sales 
slumped, and an attempt was made to make up the difference through exports. It is 
noteworthy that exports of the Land Cruiser increased by nearly 2,000 units. The Land 
Cruiser was esteemed for its off-road performance as a four-wheel drive vehicle 
equipped with high horsepower and a rugged suspension. At that time, there were few 
competitors, and overseas demand continued to grow steadily.


The left-hand drive Model RSD Crown that became the first small-sized 
taxi in Okinawa



TABLE 1-47. TOYOTA MOTOR'S EXPORT RESULTS (1955-1961) 

Note: The figures in parentheses under ordinary vehicles are for Land Cruisers.
Source: History of Toyota Motor Sales Co. Ltd., November 1962

In February 1962, Toyota Motor Co., Ltd. established the Export Department and 
Toyota Motor Sales Co., Ltd. created the Export Group with the aim of bolstering 
export organizations. The Export Group reinforced its workforce by hiring personnel 
from Toyota Motor Co., Ltd. and outside the group. In addition, Toyota Motor Co., Ltd. 
and Toyota Motor Sales Co., Ltd. established the Production and Sales Joint Export 
Conference in August 1963 to further develop export structures.


Meanwhile, Okinawa Toyota Motor Sales Co., Ltd. (now Okinawa Toyota Motor Co., 
Ltd.)3 entered into a distribution agreement with Toyota Motor Sales Co., Ltd. on April 
9, 1951. Okinawa Toyota Motor Sales sold the Model BM and Model FA60 large trucks 
and the Model SB and Toyoace small trucks manufactured by Toyota Motor Co., Ltd. 
and also handled the Henry J passenger car manufactured by U.S.-based Kaiser-
Frazer Corporation and, starting in 1956, the Toyopet Crown; but sales were poor.


When small taxis were approved in Okinawa in June 1957, the Model RSD Toyopet 
Crown Deluxe was imported and used as the first domestically-produced left-hand-
drive taxi. As a result of the switch to small vehicles by the taxi industry-which had 
been devoted to large foreign vehicles-Okinawa Toyota's sales that year were 368 
vehicles, an increase of 3.5 times from the previous year. With this development, the 
company's management was finally on track.


Toyota Corolla Okinawa Co., Ltd. was established on December 13, 1962, and Toyota 
Auto Okinawa (now Netz Toyota Okinawa Co., Ltd.) was created on April 1, 1972. In 

Ordinary vehicles Small truck Passenger 
vehicle Total

1955 233 -98 47 1 281

1956 736 -518 126 18 880

1957 3,311 -2,502 504 301 4,116

1958 3,932 -2,815 424 1,167 5,523

1959 3,714 -2,689 597 1,822 6,133

1960 3,707 -2,403 864 1,822 6,393

1961 6,071 -3,812 1,672 3,932 11,675



addition, following the reversion of Okinawa to Japan on May 15, 1972, Toyota 
Okinawa Rental & Leasing Co., Ltd. was established on January 11, 1973, and 
Okinawa Toyopet Co., Ltd. was founded on October 2, 1979.


APA Special Demand 
A large number of Toyota vehicles were exported to Southeast Asia as a result of 
special demand from the U.S. Army Procurement Agency in Japan (APA). APA special 
demand refers to the large-volume procurement of Japanese vehicles that began in the 
second half of 1956 pursuant to the Mutual Defense Assistance Pacts (MDAP) entered 
into by the United States and a number of Asian countries.


The APA special demand consisted of replacement of the American-made military 
vehicles supplied to Japan and Southeast Asian countries with new Japanese-made 
vehicles. In May 1957, bidding was conducted for the supply of trucks to the Defense 
Agency, but Toyota Motor Co., Ltd. could not obtain the order. From 1958 to 1962, 
however, orders for a total of 51,273 3/4-ton four-wheel drive trucks (Model FQ15L and 

Model FQ15L 3/4-ton four-wheel drive truck



Model 2FQ15L) and 2.5-ton six-wheel drive trucks (Model DW15L and Model 2DW15L) 
were received (not including orders for 1/4-ton four-wheel drive trucks [jeep-type]).


Toyota Motor Sales Co., Ltd. did not participate in order activities for the APA special 
demand, and the Toyota Motor Co., Ltd. Sales & Marketing Department was 
responsible. As this business expanded, Toyota Motor Co., Ltd. established the Special 
Demand Department in August 1960 and reorganized the department into the Export 
Department in February 1962. The all-wheel drive vehicles that were ordered under the 
special demand were produced through the cooperation of multiple Toyota group 
companies, and this ample organization provided an advantage to receiving the order. 
In addition, large-volume production was achieved as a result of the special demand, 
raising operating efficiency and reducing costs.


The bid specifications for the 2.5-ton six-wheel drive trucks initially called for gasoline 
engines, but they were equipped with diesel engines at the request of the U.S. Army, 

Model DW15L 2.5-ton six-wheel drive truck



and immediately after their launch in March 1957, the Model D diesel engine was 
improved. The engines were evaluated in accordance with the strict U.S. Army 
inspection standards, and Toyota gained valuable technology experience. The results 
were employed in the development of the Model 2D diesel engine.


A large number of vehicles were supplied to Southeast Asian countries as a result of 
the APA special demand, and Toyota vehicles were able to establish a solid reputation. 
This would later provide substantial support to exports. In addition, the rustproofing, 
packaging, and packing standards for shipment of service parts were based on 
experience the U.S. Army gained from shipping weapons and parts during wartime and 
were extremely rigorous. The experience of meeting these standards was later put to 
good use when transporting parts for knockdown exports.


Item 3. Expansion into Latin America

Start of Exports to Latin America 
The marketability of the Toyota BJ Land Cruiser four-wheel drive vehicle was highly 
praised in Latin America. Exports began with 32 complete knockdown production 
(CKD) vehicles in November 1955.


Later, 52 Land Cruisers were exported in the autumn of 1956 to Venezuela, a country 
which was enjoying an oil boom. Four-wheel drive vehicles showed their true value for 
maintaining contact in oilfield regions and on cattle ranches, and prospective 
purchasers appeared one after another. Land Cruiser exports to Venezuela increased to 
795 vehicles in 1957 and rapidly spread throughout Latin America.


The Land Cruiser served as a groundbreaker, but as the market was developed, 
political and economic instability in some Latin American countries resulted in barriers 
to exports in some cases.


In Colombia an alliance was established with Panhard, a leading Colombian 
automobile assembly company, in June 1958 to assemble and produce the Land 
Cruiser. President Shotaro Kamiya of Toyota Motor Sales Co., Ltd. returned to Japan 
from Columbia having promised full economic cooperation to the president of 
Colombia, which in turn supported the alliance. One week later, a coup took place, the 
president fled to another country, and the business tie-up was dismantled.




In Mexico, a tie-up was formed with the distributor Planta REO de Mexico in August 
1960 for CKD production of the Land Cruiser (Model FJ25L), a diesel-engine truck 
(Model DA95LH-3), and passenger cars (the Crown and Corona). The business was 
established with local capital, and Toyota Motor Sales Co., Ltd. provided financial 
support. The management of Planta REO, however, was drawn into a political dispute 
and the company was seized by the government. Until Toyota's withdrawal in March 
1964, total CKD production in Mexico was 3,580 vehicles.


Shortly after Toyota's withdrawal, the Mexican government proposed a plan for 
domestic production of automobiles. However, automakers that did not have local 
production plants could not participate in Mexico's domestic production, and as a 
result, there was no Toyota production in Mexico for an extended period.


Toyota's First Production Outside Japan at Toyota do 
Brasil 
Exports to Brazil received approval from the Brazilian government in January 1952, and 
100 Model FX large trucks were exported for CKD production for the first time. A 

Loading Toyota Model FJ25 Land Cruisers onto a ship



portion of a Ford Brazil plant (20 meters × 50 meters) was leased for the assembly 
operations, and production began in June of that year. In addition, an additional 120 
large trucks were exported for CKD production in February 1954 and assembly was 
conducted in the same manner.


Following the sale of the FX trucks, however, service parts were not supplied, and the 
reputation of Toyota vehicles steadily worsened.1 The Brazilian government banned the 
import of automobile parts that could be produced locally as a measure to address the 
shortage of foreign currency, and measures were taken to procure parts locally. There 
were problems with both the quality and cost when using parts manufactured in Brazil 
as service parts for Toyota vehicles.


Furthermore, the Brazilian government adopted a policy for the domestication of the 
automobile industry in June 1956, and CKD exports from Japan were no longer 
possible. Toyota Motor Co., Ltd. looked into participating in domestic production on its 
own in order to secure a position in the future Brazilian market and planned to locally 
produce the Land Cruiser.


Packing CKD parts for shipment to Planta REO de Mexico, S. A.



Assembly plant leased from Ford Brazil

Toyota do Brasil San Bernardo Plant



Toyota Motor Co., Ltd. requested approval from the Brazilian government for a 
'Domestic Production Plan through the Establishment of Toyota do Brasil' on May 10, 
1957. The government gave its approval on June 28, and Toyota do Brasil Industria e 
Comercio Limitada was established as a wholly-owned subsidiary of Toyota Motor Co., 
Ltd. on January 23, 1958.


Approval was received from the Japanese government to remit funds in July 1958, and 
parts including engines to assemble 800 vehicles were exported in October. On 
December 24, a plant was purchased from the local subsidiary of U.K.-based Rover, 
which had decided to withdraw from the Brazilian market, and production of the Model 
FJ25L Land Cruiser began in May 1959. This was different from the earlier spot CKD 
exports and was Toyota's first full-fledged overseas knockdown production. The initial 
local production rate (by weight) was 60 percent.


Ceremony marking the completion of Toyota do Brasil's new plant 
(Managing Director Eiji Toyoda is second from the right in the front row)



A decision was made to expand local production on February 18, 1961 in order to raise 
the domestic production rate. In accordance with this policy, Toyota do Brasil was 
reorganized and its capital increased, and construction of a new plant began. 
Approximately 190,000 square meters in San Bernardo, located in the outskirts of Sao 
Paulo, was purchased in April of that year for the new plant, and the San Bernardo 
Plant was completed on November 12, 1962. The plant had monthly production 
capacity of 250 units and included a number of processes including machining, heat 
treatment, stamping, painting, and assembly. Frames were manufactured internally, but 
body stamping and assembly were outsourced to Brasinka.


Most of the machinery and equipment of the new plant were sent from Toyota Motor 
Co., Ltd. as in-kind contributions. Among the equipment sent was a 700-ton crank 
press for forming frames that had been installed in the Automotive Department of 
Toyoda Automatic Loom Works, Ltd. in 1935. Following refurbishment and 
enhancements, the press was sent to Brasinka. With the completion of the new plant 

A 700-ton frame press from the time of the foundation of Toyota 
that was relocated to Toyota do Brasil's new plant



and domestic production of transmissions, the domestic production rate increased to 
80 percent.


To further raise the domestic production rate, diesel engines (Model OM-324, 3.4 liter, 
swirl combustion chamber type) were purchased from Mercedes-Benz do Brasil, Ltda. 
Supply of engines began in December 1962 and was used on the Land Cruiser in place 
of the Model F gasoline engine manufactured by Toyota Motor Co., Ltd. At that time, 
the vehicle name was changed from the FJ25L Land Cruiser to the TB25L Bandeirante 

Bandeirante (1962 ? 1973 models) manufactured by Toyota do Brasil



(meaning 'pioneers'). Efforts were made to enhance the lineup, and the TB41L hardtop 
long was introduced in July 1963, followed by the TB51L pickup in August.


Production of the Bandeirante increased steadily from 624 units in 1962 to 1,510 units 
in 1963, to 2,242 units in 1964, and the 5,000th Bandeirante came off the production 
line in August 1965.


Domestic production of differential carriers began in February 1968, and a 100 percent 
domestic production rate was achieved. The Bandeirante was redesigned in 
September 1969 and the body style was changed from that of the Model FJ25 Land 
Cruiser to the Model FJ40 Land Cruiser. As a result, the new Model OJ40 Bandeirante 
was created. In conjunction with the redesign, production of the body was shifted to 
within the company.


Brazilian Production Increased 
The Brazilian automobile market grew rapidly starting in 1970. Total sales exceeded 
500,000 vehicles in 1971 and surpassed the one million vehicle mark in 1978. In 
contrast, Toyota do Brasil's annual production volume fell below the 1,000 vehicle 
level.


In 1971, Toyota Motor Co., Ltd. Senior Managing Officer Taiichi Ono visited Toyota do 
Brasil, which was experiencing poor performance, to give instruction on the Toyota 
Production System. Senior Managing Officer Ono experienced the conditions of Toyota 
do Brasil firsthand and his advice led to Toyota Motor Co., Ltd. sending a survey team 
to the company in November 1972 to increase the internal production rates and the 
company's investigation into producing passenger cars. The team investigated 
expansion of the existing plant, acquisition of a new plant site, and other measures and 
prepared production capacity expansion plans for Toyota do Brasil.


Based on this plan, a casting shop equipped with a low-frequency induction furnace 
was introduced in May 1974 and a stamping shop was expanded in October, followed 
by the completion of a forging shop with a 1,600-ton forging press in April 1975. The 
machining shop was also expanded, and internal production of parts such as driving 
gears and shafts, which had been outsourced, was increased. These investments were 
made with support from Toyota Motor Co., Ltd. In addition, the Model OM-324 diesel 
engine manufactured by Mercedes-Benz do Brasil, Ltda. was replaced by the Model 



OM-314 (3.8 liter, direct injection) in January 1973, increasing output and improving 
marketability.


Following implementation of the production capacity expansion plan, Toyota do 
Brasil's performance turned sharply upwards in 1975. Production volume exceeded 
1,000 units in 1976, and surpassed 4,000 units by 1979. The company was also able to 
completely eliminate its accumulated losses in 1980.


Starting in 1981, automobile sales volumes in Brazil fell to the 500,000 to 700,000 unit 
range, but Toyota do Brasil made active investments including refurbishing its obsolete 
machining equipment and stamping equipment in 1984 and expanding its painting, 
heat treatment, and machining processes from 1986 to 1988. During this time, 
cumulative production reached the 50,000 unit mark in September 1987, and facilities 
were enhanced with the aim of introducing two-shift production on the Bandeirante 
manufacturing line.


Efforts to enhance the marketability of the Bandeirante continued, such as making 
some changes including switching from round to square headlights in November 1989 

The 1997 model Bandeirante manufactured by Toyota do Brasil



followed by adoption of the Model OM-364 engine (4.0 liter, direct injection) with higher 
torque in March 1990. Two-shift production was introduced at the San Bernardo Plant 
in August of that year, and production volume in 1991 reached 6,754 units, setting a 
new record high.


In 1991, 1.55 million square meters of land in Intaiatuba, Sao Paulo, located about 100 
kilometers to the northwest of Sao Paulo City, was acquired for future expansion. The 
Indaiatuba Plant began operations in August 1998, producing the Corolla.


Later, the Bandeirante switched in April 1994 from the OM-364 diesel engine 
manufactured by Mercedes-Benz do Brasil, Ltda. to the 14B diesel engine (3.7-liter, 
direct injection) manufactured by Daihatsu Motor Co., Ltd. in order to comply with the 
1996 emissions regulations. Even with this change, however, the Bandeirante was 
unable to comply with the 2000 emissions regulations. As a result, production of the 
Bandeirante ended in November 2001, closing the curtains on a 42-year history. 
Cumulative production reached 100,000 units in November 1999.


Item 4. Toyota Expands into Asian Countries


Asia and Australia in the 1950s 
Toyota's first exports to Asia began with 22 Land Cruisers and other vehicles to Burma 
(now Myanmar) in July 1956 as a part of war reparations provided by the Japanese 
government. Later, 2500 vehicles were exported to the Philippines and other countries 
as reparations. These vehicles acted as pioneers in developing markets, but true CKD 
production exports to Asian countries did not begin until 1961.


Twelve Land Cruisers were exported to Australia in August 1957, but exports remained 
low because of that country's strict trade policies. The expansion into Australia began 
in earnest following the establishment of the Export Department by Toyota Motor Co., 
Ltd. and the Export Group by Toyota Motor Sales Co., Ltd. in February 1962. Australian 
Motor Industries began assembly production of the Tiara (the export name of the 
Model RT20 Corona) in early 1963.




Toyota Motor Thailand Established 
Toyota Motor Sales Co., Ltd. established a branch in Bangkok, Thailand on June 16, 
1957. Toyota Motor Sales had changed distributors three times, but each time they 
were small-scale dealers that did not go far beyond sole proprietorships, and as a 
result, sales did not grow. To address the situation, a directly-managed branch was 
established with the aim of establishing a market in Thailand. Supported by ample 
funding provided with cooperation from the Mitsui Bank Bangkok Branch, the branch 
conducted active sales activities and increased sales in 1957 by eight-fold compared 
to the previous year. Performance continued to improve steadily in later years.


During this period, the Thai government repeatedly revised its Industrial Investment 
Promotion Law with the aim of supporting industrial development, and in 1962, the 
knockdown production industry was made subject to various benefits including 
substantially preferential taxation measures for five years and an increase in entry visas 
for engineers. In response, Toyota Motor Co., Ltd. and Toyota Motor Sales Co., Ltd. 
decided to enter the knockdown production business in Thailand. Toyota Motor 
Thailand Co., Ltd. was established in October 1962 with equal investment from these 
two companies.


A Land Cruiser in Burma/Mayanmer



The Toyota Motor Sales Co., Ltd. Bangkok branch merged with Toyota Motor Thailand 
in 1967, and production and sales were integrated. These measures resulted in an 
increase in exports to Thailand to 10,700 vehicles in 1969, and Toyota captured the top 
share of the market, with 22 percent.


 

Assembly Production of the Corolla outsourced to Thai Hino Industry Co., Ltd. began 
under a cooperative business pursuant to a tie-up with Hino Motors, Ltd. in August 
1969. The Toyota General Center was established and import, sales, and after-sales 
service organizations were reinforced in December of that year, and the assembly plant 
was expanded in July 1970.


The Bangkok Branch of Toyota Motor Sales Co., Ltd.



Local production, particularly of stamped parts, continued to increase through 
cooperation between Hino Motors and Toyota Auto Body Co., Ltd. As a part of these 
efforts, Toyota Autobody Thailand Co., Ltd. was established as a wholly-owned 
subsidiary of Toyota Motor Thailand Co,. Ltd. in February 1978 and began 
manufacturing stamped parts for the Hilux, Corona, and Corolla.


Later developments concerning production and sales in Thailand are discussed in Part 
3.


Item 5. Toyota's Entry into the United States

Establishment of Toyota Motor Sales, U.S.A. and 
Crown Exports 
In August 1957, Managing Director Seishi Kato and two others from Toyota Motor 
Sales Co., Ltd. traveled to the United States as an advance team for exporting Toyota 
vehicles to the U.S. and began the work of establishing a sales company. A Crown and 
a Crown Deluxe were sent from Japan as model vehicles, and they displayed them to 
dealers and used them for test rides.


Sample Crowns to be loaded on a ship for the United States



A test track with a two kilometer circuit was completed at the Toyota Motor Co., Ltd. 
Technical Center in September 1956, and the Crown could not very well be sent to the 
U.S. without performing full-scale high-speed endurance tests. One of the concerns 
from the beginning was that when the Crown was driven on a highway, the engine 
suddenly began making loud noises and output dropped. The performance was not 
adequate for sales in America.


The decision was made to conduct business in the United States despite this 
performance based on the strong reputation of the Crown in Japan and its success in 
the previously-mentioned 50,000 kilometer-drive from London to Tokyo (Section 8). It 
cannot be denied that there were excessive expectations concerning its performance. 
In addition, business was commenced without investigating issues such as local 
automotive laws and regulations and automobile market conditions, and as a result, 
many unexpected difficulties were encountered.


In any case, Toyota Motor Co., Ltd. and Toyota Motor Sales Co., Ltd. reached an 
agreement and established Toyota Motor Sales, U.S.A., Inc., a California corporation, 
on October 31, 1957 to establish a foothold for entering the U.S. market. Each 
company provided one half of the one million dollar capital, and the new company had 
six directors: President Taizo Ishida and Executive Vice President Fukio Nakagawa of 
Toyota Motor Co., Ltd. and President Shotaro Kamiya, Managing Director Seishi Kato, 
Managing Director On Nakae, and Director Sadazo Yamamoto of Toyota Motor Sales 
Co., Ltd. President Kamiya of Toyota Motor Sales served as president of Toyota Motor 
Sales, U.S.A. and (First name) Kobayashi, Deputy General Manager of the Mineral Oil 
Department of Toyota Motor Sales, served as its vice president. The head office was 
located at 6032 Hollywood Boulevard.


Operations in the United States started with investigating various procedures ranging 
from automobile imports to retail sales and obtaining the necessary forms. From these 
investigations, it was learned that it was necessary to establish separate import, 
wholesale, and retail companies in order to maintain fair pricing between import and 
wholesale as well as between wholesale and retail. Accordingly, wholesale operations 
were separated from Toyota Motor Sales, U.S.A. and Toyota Motor Distributor was 
established in February 1958. At the same time, a dealer named Hollywood Toyota was 
established with the aim of learning about retail operations.




Crowns without headlights being loaded onto a ship bound for the 
United State’s.



It was also necessary to obtain automobile certification pursuant to the automobile-
related laws of each state. In order to sell motor vehicles in California, it was necessary 
to obtain certification from the California Highway Patrol. In California, headlight 
brightness was set based on sealed beam lamps (which were common in America) but 
the Crown was not equipped with sealed beam lamps and did not meet the standard. 
As a result, the Crown was imported without headlights, and lamps manufactured by 
General Electric in the United States were installed.


Passenger Car Exports Suspended 
To counter the increase in sales of imported compact cars, American automakers 
launched several compact cars from the autumn of 1959, including the Chevrolet 
Corvair, Ford Falcon, and Chrysler Valiant. As a result, sales of imported European cars 
plunged, and most dealers that sold both American cars and the Crown switched from 
the Crown to these compact cars. In response, exports of the Crown to the United 
States were suspended in December 1960.


Site of a dealer managed directly by the Toyota Motor Sales, U.S.A., 
Inc. head office



Meanwhile, exports of the new Corona with the R engine-sold as the Tiara (Model 
RT20L)-began in June 1960. Like the Crown, however, the Tiara suffered from a lack of 
output at high speeds, vibration and noise caused by insufficient rigidity of the body, 
insufficient strength in the suspension, inadequate brake durability, and other quality-
related problems. Exports to the United States had to be slowed down.


Toyota Motor Sales, U.S.A. increased its capital to two million dollars and took 
measures to reinforce its financial standing in 1960, but accumulated losses at the end 
of the year exceeded 1.42 million dollars and were expected to grow even further. Even 
with financial support from Japan, restrictions under the Foreign Exchange and Foreign 
Trade Act did not easily allow for increases in capital to make up for losses. 
Consequently, Toyota Motor Sales, U.S.A. was required to make harsh improvements 
in management.


The main points of the improvement measures were as follows.

1. Limit sales to the Land Cruiser for the time being and passenger car sales were 

temporarily suspended until the development of a car suitable for the U.S. market.

2. Establish management structures such that the company could be profitable with 

monthly Land Cruiser sales of 50 to 60 units.


Based on these basic policies, Toyota Motor Sales, U.S.A. cut personnel, reduced 
business sites, and slashed expenses in 1961. The workforce was cut from 57 to 37, 
and employees seconded from Japan were reduced to a bare minimum. The head 
office was relocated to the building of a directly-managed dealer to reduce expenses.


In addition to the effects from these management improvements, sales of the Land 
Cruiser increased, and the company made a profit in 1961. As a result, a capital 
increase of 500,000 dollars was approved in 1962, and a 250,000 dollar capital 
increase was implemented. Also, with the shift in the focus of sales to the Land Cruiser, 
Toyota Motor Sales, U.S.A.'s sales of the Land Cruiser increased by more than 10-fold 
over four years, jumping from 249 units in 1961 to 2,595 units in 1964. In order to 
implement these management improvements, Toyota Motor Sales, U.S.A. officers 
Sadazo Yamamoto and Seishi Kato-who also served as managing director and senior 
managing officer of Toyota Motor Sales Co., Ltd. respectively-directly managed local 
operations. In addition, Toyota Motor Co., Ltd. Executive Vice President Eiji Toyoda 
went to America to confirm local management conditions in detail, learn first-hand 



information concerning the specifications of the U.S.-compliant vehicles, and 
encourage their development.


As Japan entered the era of the highway, the Model RT40 third-generation Corona 
series was launched in September 1964 and sold well. The new Model RT43L Corona 
with a 3R engine (1,897 cc, 90 hp/5,000 rpm) was developed specifically for the U.S. 
market and sample shipments began in April 1965. At the end of that year, the eagerly-
awaited model with an automatic transmission was added to the lineup, contributing 
substantially to the increase in sales in the United States.


After studying at Ford in the United States in 1950, Managing Director Eiji conducted 
research and development of automatic transmissions with an eye towards easier 
driving and exports to the United States in the future. The first practical application of 
an automatic transmission in Japan was on the Masterline commercial vehicle in 1959. 
In the U.S. imported vehicle market, it was the Corona that acted as the pioneer. The 
percentage of automatic transmissions on the Corona in 1965 was just 12 percent, but 
increased to more than 50 percent in the next and following years.


After an establishment with inadequate preparation and eight years of difficulty, Toyota 
Motor Sales, U.S.A. finally had the new Corona, a vehicle suitable for the U.S. market, 
and grabbed the opportunity for success. The number of dealers rapidly increased 
from 200 in late 1964 to 384 in 1965 and 606 in 1966, and the time for reorganization of 
the sales network arrived.


Item 6. Production Capacity Increase with the Goal 
of Reaching 10,000 Vehicles/Month

Goal of 10,000 Vehicles/Month 
Toyota invested a total of 4.6 billion yen in the Five-Year Facility Modernization Plan it 
began in 1951, with a focus on updating and streamlining existing facilities and 
establishing new production facilities for the R engine and the Crown passenger car. 
After introducing 1.4 billion yen worth of imported machinery and many other 
automated machines, the Honsha Plant established a production structure capable of 
achieving the goal of 3,000 vehicles per month. By October of 1956, the plant was 
already producing 5,074 vehicles per month.




In June 1956, in response to robust demand for automobiles and to prepare for further 
demand increases in the future, Toyota developed its Production Facility Enhancement 
Plan, which contained the goal of reaching monthly production of 10,000 vehicles. This 
plan covered the next approximately two and a half years until October 1958 and 
focused on establishing dedicated automated machinery and equipment, as well as 
continuous production line processes.


Casting Process 
In the casting plants, Toyota installed a mold conveyor line for casting cylinder blocks 
in 1955. The conveyor line linked together the various steps involved, such as the 
mold-making step for making molds out of sand, the pouring step for pouring molten 
cast iron into the mold, and the mold-removing step for extracting the cast product 
from the sand mold, and made it possible to manage them on a single line.


Next, a 7-ton cupola furnace for melting cast iron was installed, first at the No. 1 
Special Foundry in November 1957, then at the Malleable Casting Foundry in 
December of the same year, and then at the Ordinary Casting Foundry in July 1958. In 
January 1958, a tunnel-type continuous annealing furnace began operating with a 
monthly production capacity of 600 tons, and the aforementioned mold conveyor line 
was also extended and a sand slinger (a molding machine that makes molds by 
feeding and compacting molding sand) was added. A shot blast for removing molding 
sand adhered to cast products was also installed, enhancing the back-end processing 
capability for casting.


In terms of new casting technologies, the shell molding method that forms molds by 
mixing and baking silica sand with a phenol resin was introduced in 1954. Then in 
1957, Toyota used this manufacturing method to develop an internally made shell 
machine and began using it to make cores for transmission cases. 



The pouring process on a cylinder block casting line



Molding work on a turntable with a sand slinger



A six-inch upsetter manufactured by Ajax



Forging Process 
As for equipment in its forging plants, Toyota switched from inefficient hammer forging 
machines to forging rolls, forging presses, and upsetters (upset forging machines) to 
achieve production capacity increases.


In June 1957, Toyota installed a 2,000-ton forging press made by Ajax Manufacturing 
Company of the United States and switched the manufacturing of ring gears from 
hammer forging to die forging. Furthermore, by the end of that year, Toyota installed 

A 950-ton billet shear manufactured by Buffalo



two roll forging machines made by National Corporation of the United States, 
introducing a total of 11 forging machines by the end of 1958.


Conventional hammer forging employs several separate hammer forging 
machines―one for forming a rough shape, another for finishing the workpiece by 
forging it into the required dimensions and shape, and yet another for punching out 
burrs to form the workpiece into the final external shape. Die forging, on the other 
hand, utilizes multiple forging dies mounted on a single forging press to handle multiple 
processes. Toyota's switch to die forging thus significantly improved work efficiency 
and also reduced the number of forging machines needed. Die forging also made it 
possible to simultaneously produce two parts from a single piece of material by using a 
forging die shaped for two workpieces, increasing both productivity and product 
precision.


Along with increases in the speed of forging processes, efforts were also made to 
increase the speed of the front-end process for preparing materials. In February 1954, 
Toyota installed a 950-ton Buffalo Billet Shear that could cold-shear steel stock into the 
desired lengths. This machine improved shearing work efficiency (as measured by the 

Gear cutting process at the Machining Plant No. 4 



number of process steps) by approximately ten times. Moreover, because it performed 
precise shearing, material waste was reduced, enabling Toyota to achieve a drastic 
reduction in the volume of material required.


To cope with the faster speeds of the forging processes, it became necessary to more 
quickly heat the material. Therefore, Toyota in 1956 installed a rotary hearth furnace 
and a high-speed furnace (tunnel furnace). Capable of rapid heating as well as heating 
with automatic feeding using a conveyor, these furnaces increased heating capacity by 
approximately 30 percent compared to conventional furnaces.


Machining and Assembly Process 

Regarding its machining plants, Toyota installed a transfer machine for processing the 
F engine cylinder block in Machining Plant No. 1 in June 1956. Subsequently, the 
engine assembly plant of Machining Plant No. 1 was modified in April 1958 to handle 
assembly and testing of the R and F gasoline engines and the D diesel engine. As a 

A transfer machine for steering gear box machining



result, the entire process from engine assembly to testing was automated using a 
conveyor.


After Machining Plant No. 4 (1,900 square meters) was completed in September 1956, 
the machining of gears from Machining Plant No. 2 and the suspension-related 
assembly from Machining Plant No. 3 were transferred there. Then in February 1958, a 
heat treatment plant was added to the north side of Machining Plant No. 4 and a 
continuous gas carburizing furnace for carburizing and quenching gears was installed. 
The adoption of this furnace led to automation of all processes, thereby improving 
productivity, stabilizing quality, and reducing costs.


Meanwhile, at Machining Plant No. 3, a transfer machine for processing steering gear 
boxes was installed in May 1958. The transfer machine performed seven process steps 
completely automatically, except for the loading and unloading of workpieces.


Flow of stamping processes linked by a conveyor



Stamping Process 
In the stamping plants, Toyota added six hydraulic presses in 1957 and achieved a 
continuous stamping line by linking various machines via belt conveyors. These steps 
shortened the time required for manufacturing stamped parts, increased production 
capacity, and reduced the number of stamped parts that had to be kept on hand from 
two months-worth to one month-worth. Furthermore, between March and July of the 
same year, Toyota added four hydraulic and three mechanical presses. Along with 
these additions, roll feeders for feeding steel plates into presses and iron hands for 

Stamping work using a profile die sinking machine



extracting formed panels from presses were installed, improving the efficiency of 
stamping operations.


In February 1957, Toyota built a new stamping mold plant. This action was taken in 
response to the increased number of stamping molds required due to an increase in 
the number of vehicle models produced, as well as to the need to produce molds 
quickly during vehicle redesigns. By installing advanced mold-manufacturing 
machines, such as high-performance copy shaping machines, high-precision planers, 
and precision boring machines, Toyota strove to improve the efficiency of its mold-
manufacturing and mold-repairing operations.


As a result of the promoting of capacity increases in various production areas toward 
achieving a monthly production of 10,000 vehicles, Toyota recorded a monthly 

Model SB small truck frame torsion testing at the Koromo Plant Vehicle 
Testing Office



production of 9,080 vehicles in June 1959, just prior to the completion of the 
Motomachi Plant.


Item 7. Establishment of the Toyota Technical 
Center


Engineering Facilities During the Founding Period 
At the Koromo Plant, completed in November 1938, the Engineering Department 
facilities were installed on the north side (near the current Office Building No. 2) of the 
Head Office building in Toyota City, while buildings such as the Design Office, Chemical 

Laboratory, and Vehicle Testing Office were lined up on the south side (Table 1-48). The 
combined total floor area of all engineering department facilities, including the 

A scene of the Design Office at the Koromo Plant (examining design 
drawings for the model BX truck; from the left: Mamoru Yaegashi, Susumu 
Inagawa, Tatsuo Hasegawa, and unknown; April 6, 1950)



Administration Office and the Aircraft Research Office, was 3,947 square meters. All of 
these facilities built during the founding period of the Koromo Plant were still being 
used after the war, except that the Aircraft Research Office was changed to a 
prototyping plant.


When development of the Crown began in 1952, Toyota Motor Co., Ltd. was producing 
the BX large truck, the SG small truck, the SF compact passenger car, and the BJ four-
wheel drive car, and the company was expecting to increase the number of models as 
cars became more popular.1 Furthermore, Toyota had adopted a completed vehicle 
sales method beginning with the BX large truck developed in 1951 and was planning to 
internally design and manufacture the body for the RS Crown then under development, 
further increasing the number of vehicle development and design steps required. Thus, 
expansion of the engineering department became an urgent necessity.


TABLE 1-48. ENGINEERING DEPARTMENT FACILITIES AND THE KOROMO PLANT (1939) 

Facility Area Organizations
Administrative Office 713 m2 Plant Executive Section, Administrative Section 

(Machine Research Association, Audit 
Improvement Section, Inspection Section, 
Planning and Research Section)

Design Office 792 m2 Design Division (Design Section)
Photo Office (To east 
of Design Office)

106 m2

Chemical Testing 
Office

776 m2 Research Division (Motor Vehicle Research 
Section: Materials Testing), Administrative 
Section, General Analysis Section, Special 
Analysis Section, Silicon Analysis Section, 
Machine Testing Section, Electrochemical 
Testing Section, Organic Chemical Testing 
Section, Metallurgy Section

Vehicle Testing 
Office

396 m2 Research Division Motor Vehicle Research 
Section: Materials Testing), Engine Testing 
Section, Vehicle Testing Section, Calculating in 
Drafting Section, Machine Tool Section

Prototype Plant 792 m2 Design Division (Prototype Plant, Wood Die 
Plant)

Aircraft Research 
Office (To east of 
Prototype Plant)

370 m2 Research Division (Special Research: Aircraft)



Source: Organizational Table as of June 1939 (A Thirty-Year History of Toyota, 
organizational table in separate volume). Plant layout diagram.

Establishment of the Technical Center 
In November 1953, construction of the Technical Center, a new R&D facility of the 
Engineering Department, commenced on the east side of the Koromo Plant. At that 
time, the financial foundation of Toyota Motor Co., Ltd. was still weak and the company 
had to be careful about capital investment.1 Due to these restrictions, the Technical 
Center was built as a two-story building with a minimal total floor area of 4,807 square 
meters, with a plan to eventually convert it into a three-story structure.


Because the Technical Center was completed in October 1954, the RS Toyopet Crown, 
whose production had commenced the preceding month, became the last vehicle 
model developed at the R&D facility in place since the company's founding. The 
Crown, which was exported to the United States in 1957, was not equipped to handle 
highway driving and its export was temporarily halted. However, it was redesigned at 
the Technical Center with the goal of resuming export to the United States. In this way, 

The Toyota Technical Center at the time of its completion



Small truck frame torsion testing at the Toyota Technical Center

The Toyota Technical Center with a third-floor addition



the Technical Center paved the way for Toyota's success in the United States, a 
country with an advanced automobile industry.


When it was completed, the Technical Center consisted of a design office, a styling 
office, a library, a blueprint office, a chemical testing office, a physics laboratory, and a 
vehicle testing office, with a configuration similar to that of the Engineering Department 
following the company's founding. In terms of equipment, the Center installed many 
cutting-edge testing systems and experiment/analysis instruments. Subsequently, the 
Technical Center building was remodeled into a three-story structure in October 1963.


Toyota continued to expand, enhance, and update the Engineering Department's 

facilities in step with technical advances. As part of these efforts, the role of the 
Technical Center was handed over to the new Technical Center completed in 
December 2003 after 50 years of existence.


The Honsha Head Office test drive course seen from the east



Completion of a Test Track 
After the Technical Center was built, a prototyping plant (792 square meters) was 
completed in November 1955, followed by a test track in September 1956. The test 
track was constructed at a 330,000 square meter-site on the eastern side of the 
Technical Center, and included a two-kilometer oval test track suitable to 100-
kilometer/hour driving and a washboard road with a total length of 200 meters. In 1957, 

a skidpad for testing turning performance, as well as a Belgian brick road and a 
cobblestone road for testing vibration noise, were installed. Then, in 1959, a special 
'corrugated' road, a twisted road, and steep hill were added, making it possible to 
carry out a wider range of vehicle performance testing.


The automobile performance proving ground (now the Higashi-Fuji 
Technical Center)



In November 1966, at a vast site in Susono-cho, Sunto-gun, Shizuoka Prefecture, 
Toyota built an automobile performance proving ground (which later became the 
Higashi-Fuji Technical Center). This center, equipped with a 3.7-kilometer high-speed 
circuit and a 1.3-kilometer horizontal straightway, was used to test high-speed 
durability, high-speed maneuverability, braking performance, vibration, and noise.


TEMA-TTC Arizona Proving Ground

Test track at Shibetsu Proving Ground



Toyota later built the Shibetsu Proving Ground, a vehicle testing facility in Hokkaido, 
and began operations there in October 1984. Since Hokkaido's winter temperatures 
can drop as low as negative 20 degrees celsius, the Second Circuit, the Third Circuit, 
and a hill for testing vehicles under cold driving conditions were completed first, and 
then a high-speed 10-kilometer oval test truck suitable to 250-kilometer/hour driving 
was built in 1987.


Toyota's vehicle proving grounds, which began with the two-kilometer oval test truck 
suitable to 100-kilometer/hour driving completed in 1956, continued to evolve to 
handle speed increases and the globalization of cars.


In April 1993, the Arizona Proving Ground of Toyota Motor Engineering & 
Manufacturing North America, Inc. Toyota Technical Center (TEMA-TTC) was 
completed in Wittman, Arizona. At this proving ground, which is equipped with a 10-
mile (16-kilometer) oval test track, Toyota is conducting continuous driving tests at 250 
kilometer/hour under blazing hot temperatures exceeding 40 degrees celsius.




Part 2. Entering the Automotive 
Business 



Chapter 1. Mass Production and Continual  
Development of New Models 

Section 1. Construction of 
Motomachi Plant and 
Introduction of TQC 

Item 1. Construction of Motomachi Plant for 
Passenger Vehicles


From 1956 onward, Toyota began steadily expanding its facilities toward being able to 
produce 10,000 vehicles a month, the number needed to meet the vigorous demand at 
the time.


As mentioned previously, the vehicle body of the Toyopet Model ST10 Corona, which 
was launched in July 1957, was made by Kanto Auto Works, Ltd. Eventually, the 
vehicle body of the ST10 would be made internally (just as was the case with the 
Toyopet Crown Model RS) but, at the time, the Koromo Plant was too small to 
accommodate the necessary additional chassis, painting, and assembly lines.


Development of the next-generation Corona model was already underway (with the 
30A being the first prototype) and discussions had been held about a new production 
plant for passenger cars, including the Corona.


The candidate site for the new plant was located about 2.5 kilometers northwest of the 
Koromo Plant, on the former site of the Koromo Plant of Tokai Hikoki Co., Ltd. ("hikoki" 
is Japanese for "airplane") in Motomachi, Aichi Prefecture. During World War II, the 
Japanese government had purchased approximately 660,000 square meters of land for 
the Tokai Hikoki factory, a portion of which had been turned into farmland after the war. 
By March 1959, Toyota had managed to purchase approximately 330,000 square 
meters of the land from the government, which would later become the initial location 
of the new production plant.




The new plant was designed to only produce passenger vehicles. Eiji Toyoda later said 
the following about its construction:


...on the home market, demand grew steadily, not only for taxis, but also 
for commercial-use vehicles and company fleets. Business got so brisk 
that we were barely able to keep up with orders. That's when I suggested 
to (President Taizo) Ishida that we build a new plant for the production of 
passenger cars. 

Thinking ahead to the future, I wanted to propose that we construct a plant that could 
handle the production of 10,000 vehicles a month, but this was a mind-boggling figure 
back then. Even though the Crown was moving well domestically, sales still barely 
topped 2,000 units a month. Unless demand went on growing, such a large plant 
would be working at less than 30 percent of capacity. So I proposed instead a facility 
that would turn out 5,000 units. Even a plant of this size was a risky venture.


Ishida ... made the final decision on construction of the plant. Even looking back on it 
after all these years, this was an important decision.


Although we installed the facilities and equipment needed for a monthly output of 
5,000 vehicles, we had built enough additional floor space to allow production to be 
expanded to 10,000 units.


(From Toyota: Fifty Years in Motion (pp. 124-125), by Eiji Toyoda)

In July 1958, the tentatively named Tsuchihashi Plant Construction Committee was 
formed under the chairmanship of Director Shoichiro Toyoda, and determined the 
following outline for the new plant:

1. The production models shall be the Crown and new Corona.

2. The plan (formulated in July 1959) for the first phase shall call for the construction 

of half of the body manufacturing facility as well as the painting facility and the 
interior and final assembly line.


3. The plan for the second phase shall call for the remaining half of the body 
manufacturing facility as well as the stamping and machining facilities to be 
completed.


4. Production capacity shall be 5,000 units a month.

5. Investment (for the first phase) shall be approximately 2.3 billion yen.




Furthermore, the committee also determined the overall layout of the plant:

1. Space for expanded production of 50,000 units a month in five years shall be 

allowed for.

2. Consideration shall be given to ensuring that the stamping and body manufacturing 

facilities shall be in the center of the plant in the future.

3. The structure shall be single story with 6 m of clear space beneath the roof beams 

and 20 m between supporting columns, and all wiring and plumbing shall be 
underground.


4. Roads within the premises shall be paved and have a width of 12 m.


A ground-breaking ceremony was held in September 1958, followed by the start of 
preparation of the ground for construction.1 By mid-November, the preparatory work 
was completed, despite uncharacteristically high rainfall that year, which had put the 
work behind schedule. Construction then quickly began for the body manufacturing 
facility and the painting and assembly lines, followed by start on the foundry in March 
the following year.


Motomachi Plant under construction



The construction site rang out with the sound of hammering and other construction 
work. Work proceeded full speed ahead, 24 hours a day, toward the scheduled 
completion date in August 1959. All the parties involved in the project, from the 
construction companies to the architectural designers and equipment manufacturers, 
developed collaborative working relationships, which contributed to the smooth 
progression of the new plant's construction and the installation of equipment on time.


The new plant was officially named Motomachi Plant in May 1959. Then, at the end of 
July, just 11 months after work had started, construction of the plant was completed. 
On August 8, Motomachi Plant's first vehicle, a Crown, rolled off the production line, 
marking the start of operations of Japan's first ever production plant dedicated to 
manufacturing passenger cars.2 Toyota's production capacity doubled overnight, an 
important first step for the mass production of passenger car.


First car line-off at Motomachi Plant (1959)



Toyota held a special opening ceremony event over two days on September 18 and 19, 
1959, marking one year since the start of construction, and invited numerous industry 
guests to see the completed Motomachi Plant. A line-off ceremony for Toyota's 
500,000th vehicle (a Crown Deluxe) was also held on the 18th. Director Shoichiro 
Toyoda, who was chairperson of the construction committee, took the opportunity of 
the opening ceremony to thank all the companies that had been involved in the plant's 
construction.


Attention then turned to implementing the second phase of construction. Work began 
on the stamping facility and on expanding the body manufacturing facility in January 
1960, followed by the start of construction of a machine shop in March, and the 
facilities went into operation in August later that year.


With Japan becoming a more motorized society, the Motomachi Plant was fitted with 
equipment and machinery to facilitate mass production. In particular, the stamping 

Assembly line at Motomachi Plant (1959)



Line-off ceremony marking cumulative production of 500,000 vehicles 
(1960)

Special opening ceremony marking the completion of Motomachi Plant



facility boasted a large, state-of-the-art stamping press as part of Japan's first large-
scale stamping line. This meant that stamping became a standard part of the work 
flow, and allowed the plant to have control over all aspects of production, from the 
materials right through to the finished product.


Streamlined handling of parts and materials is extremely important for successful mass 

production. The Motomachi Plant adopted a new conveyor system linking the three 
processes of body assembly, painting, and final assembly. The body frames were 
picked up by hanging cranes and weaved their way underneath the girders from the 
body assembly area to the painting area, realizing full dimensional use of the plant.


Together with the completion of the Motomachi Plant, the Koromo Plant was renamed 
"Honsha Plant" in August 1960. The name change was also a reflection of the fact that 
the name of the city in which the plant was located had been renamed from Koromo 
City to Toyota City in January 1959. The completed Motomachi Plant having just 

Bird's-eye view of Motomachi Plant (c. 1960)



completed the second phase of its construction, was tasked with producing the Crown 
and the new model Corona.


Recollecting the significance of the Motomachi Plant, Eiji Toyoda made the following 
comment in his autobiography:


Construction of the plant was a big gamble that would either payoff 
handsomely or ruin us. Had we lost the gamble, we probably would have 
fallen on hard times again. With Ishida's decision to go ahead and build 
the plant, Toyota suddenly rose head and shoulders above its domestic 
competitors. Until then, the local industry had been like a tournament of 
midgets. Nissan's Oppama Plant and Isuzu's Fujisawa Plant were 
completed several years later, in 1962, by which time we had already 
finished second-phase construction at Motomachi. (From Toyota: Fifty 
Years in Motion (p. 127), by Eiji Toyoda) 

After the first phase of the construction of the Motomachi Plant was completed in 
1959, Toyota's total production output for December that year was 10,453 units, 
breaking the monthly production threshold of 10,000 units.


Item 2. Production and Sale of the Corona Model 
PT20


The first prototype (30A) of the second-generation Corona was completed in February 
1959. Production of the new model was initially scheduled to begin with the completion 
of the Motomachi Plant in August that year. However, development was behind 
schedule, so efforts switched to development of a second prototype, the 55A. In 
September 1959, although the name "Model PT20" was officially assigned to the 
second prototype, the vehicle still required fine-tuning through test driving. However, 
pressure from competing vehicles meant that Toyota could afford no further delay, so a 
launch date for the Model PT20 second-generation Corona was set for April 1960. 
Although production preparation had progressed over the last three years in tandem 
with development of the new Corona, the development delays had caused problems in 
preparing the stamping molds and the body welding line, meaning that unresolved 
production issues, as well, contributed to problems in terms of body strength.




In March 1960, Toyota announced the arrival of the much internally and publically 
awaited Toyopet Corona Model PT20. As its campaign slogan of "The only thing that 
isn't new is four wheels" alluded, the new small passenger car was a completely new 
design, although it did share the same drive system and parts of the chassis with the 
Crown.


Then on April 6, Toyota held an official launch at the Tokyo Metropolitan Gymnasium in 
Sendagaya. Owing to the success of Japan's first-ever teaser campaign almost 40,000 
people crammed the venue, jostling with each other to catch a glimpse of the seven 
new Coronas on display on the 5,000 square meter floor area.


The new Corona was positioned as family car a class above the corresponding 
Volkswagen model and not far beneath the competing Hillman model.


Official launch of the new Corona at the Tokyo Metropolitan Gymnasium 
(1960)



The vehicle was promoted as having a "low, spacious and sleek" body, and its overall 
look was designed to express a sense of linear speed. Its unique design also included 

The new Corona Model PT20 (1960)

Teaser campaign (1960)



tilted center pillars to facilitate getting in and out of the vehicle. It won high praise from 
numerous quarters, including from the famous Italian car designer Pinin Farina, who 
was visiting Japan at the time. In terms of the vehicle's mechanics, it adopted 
numerous innovations that had been hitherto unseen in Japanese-made vehicles".


However, not long after the new Corona's launch problems arose in the production line 
and some drivers complained about the vehicle's performance, both of which 
negatively impacted production and sales of the vehicle. The problems can be traced 
back to the first-generation Corona having not been well received because it was 
developed based on parts designed for other existing vehicle series. That meant there 
was an urgent need to come up with new parts, resulting in development of the new 
Corona taking longer than planned. As such, production was rushed to make up for 
lost time, even though there was an awareness of the risks of doing so. The specific 
problems were as follows:

1. There was a rush to come up with innovations that were ideal in theory, but that 

had not been adequately tested on actual vehicles;

2. During production preparation, inadequate preparations had been made in terms of 

important stamping molds and in the body assembly line;

3. During actual production, although the Motomachi Plant boasted leading-edge 

equipment and facilities, an adequate management structure to make full use of the 
technology was not in place.


Sales of the Corona from April 1960 to December 1963



However, Toyota managed to learn from these mistakes and ensure that the same 
issues did not arise during the development of the third-generation Corona.4 In the 
meantime, the company implemented measures to improve the Model PT20. Adopted 
were the specifications of the Toyopet Tiara (Model RT20L), which had been 
manufactured for export to the U.S. market featuring the R engine (1,453 cc, 60 hp) 
instead of the P engine (997 cc, 45 hp) used in the Corona PT20. The improved vehicle 
was launched in March 1961 as the Toyopet Corona 1500 (Model RT20-B). Not long 
after this model was put on the market, production of the Model PT20 was 
discontinued. Next, in October later that year, the Toyopet Corona 1500 Deluxe (Model 
RT20-D) was launched in response to requests from family car buyers.


Then in March 1962, a more-reliable leaf spring was employed in the hitherto 
problematic rear suspension, and the vehicle body was also strengthened. These 
measures resulted in increased customer satisfaction with the Corona, and in 
December 1963, monthly sales finally topped the keenly anticipated 5,000-unit mark.


Model RT30L (Tiara) for export to the US



Also, the Tiara Model RT30L, fitted with a 3R engine (1,897 cc, 90 hp) developed for 
the U.S. market was launched in March 1964 and became popular among consumers 
in the United States.


Item 3. Production and Sale of the Mass-market 
Publica and Crown RS40


Assembly lines for the Publica mass-market vehicle were completed at the Motomachi 
Plant's Crown and Corona assembly plant (which would later become the No. 1 
Assembly Plant) in March 1961. The line began operation in April that year, assembling 
the Publica UP10 model. The Publica went on sale in June, priced at 389,000 yen.


The process leading to the development of the Publica was previously outlined in Part 
1, Chapter 2 "Creating Family Vehicles". The Publica UP10 was born following a six-
year development period spanning three prototypes (the 1A, 11A, and 68A).


Publica Model UP10 (1961)



Less than one year after its release, the Publica was selling more than 2,000 units per 
month. The No. 2 Assembly Plant, built exclusively for Publica production, was fully 
completed at the Motomachi Plant in May 1962, including ancillary facilities, 
establishing a platform for full-scale mass production. Monthly sales topped 3,000 in 
December 1963, and looked set to reach 4,000 units. However, the Publica never 
ended up selling well enough to require a dedicated mass-volume plant. To trigger the 
full-scale motorization of society, a new type of mass-market car was necessary-one 
that was not only low-cost, but that also offered a dream.


In September 1962, the year after production of the Publica UP10 model began, Toyota 
released the second-generation Toyopet Crown RS40. The first model built at the 
Motomachi Plant, construction of which was completed in 1959, was the Toyopet 
Crown RS20 passenger car (including the RS21 deluxe model and the CS20 diesel-

Model 1A prototype car



engine model). Although the Toyopet Crown 1900 RS30 (including the RS31 deluxe 
model and the RS32L custom model) featuring the 3R engine and others were 
subsequently added, they basically represented gradual, section-by-section 
improvements of the Crown RS.


Crown Model RS40 (1962)

Publica driving test



The new-model Crown RS40 was a full revamp of the RS model after seven years and 
nine months on sale. Marketed as a luxury compact car, with its revised body design, 
improved comfort and handling response, and reduced vibration and noise, the new-
model Crown truly embodied its catchphrase of "bolder, bigger, better, and more 
beautiful".


Although sales of the new-model Crown grew steadily, the market wanted an even 
larger car. To meet this need, Toyota Motor Co., Ltd. set about developing the Crown 
Eight (VG10), its first large vehicle since after World War II. The Crown Eight was a full-
scale large vehicle, sized between the regular Crown model and large American 
vehicles, and featuring an aluminum alloy V8 engine (2,599 cc, 115 hp). The body 
incorporated body panels from the Crown RS40 model enlarged, and production was 
handled by Kanto Auto Works, Ltd.


Item 4. Production and Sale of the Corona 
Model RT40

September 1964 saw the birth of the third-generation Corona (RT40). This vehicle 
utilized the know-how Toyota had accumulated, and it achieved the high performance 
and quality levels needed to compete in markets outside Japan.


The engine used was the 2R (1,490 cc, 70 hp), an improved version of the R engine 
that had established a reputation for durability and ease of use, with the torque curve 
flattened for usability. The suspension was also redesigned to reduce vibration and 
noise. Aiming to achieve ride quality, comfort and fittings equal to that of a midsize car, 
the vehicle width and length was extended by 60 mm, and the width of the interior area 
by 40 mm compared to the previous model.


Breaking away from the traditional requirement that passenger car dimensions had to 
be suited to taxi use, during the planning and design phase Toyota focused on creating 
a car that could be successful as an international product, and developed a car with a 
dynamic style embodied in the arrow-line styling of the body.




In August 1964, the first mass-production unit of the new Corona rolled off the line at 
the Motomachi Plant, and sales of the new model were launched simultaneously 
across Japan. The new Corona proved to be immensely popular, with its greatly 
anticipated announcement resulting in more than 200,000 people thronging unveilings 
and test drives throughout the country.


The same year, the Meishin Expressway (linking Nagoya and Osaka) opened, with 
completion of the country's first proper expressway marking the beginning of the 
Japan's highway era. Using the occasion, Toyota planned a non-stop 100,000 
kilometer drive back and forth along the Meishin Expressway as a promotion for the 
new Corona. Three Coronas started the journey on September 14, 1964, immediately 
after the launch announcement for the new model. As the nation followed their 
progress intently through television and radio broadcasts, the cars reached the 100,000 
kilometer goal on the 58th day. The feat quickly led to an image of the new Corona as a 
high-performance car that paved the way into Japan's highway era.


New RT40-D Corona (1964)



The new Corona, which had enjoyed 
steady sales growth following its 
release in 1964, drew even with the 
Nissan Bluebird in its first December on 
the market, selling 8,400 vehicles 
during the month. Furthermore, monthly 
sales for January 1965 exceeded the 
Bluebird-the first Toyota car to achieve 
this feat since the release of the first-
generation

Corona (ST10). The new Corona's climb 
to the top spot in such a short time was 
in part due to the Corona being fully 
redesigned. But it was also the result of 
company-wide Total Quality Control 
(TQC) initiatives. The progress of the 
broad schedule from development to 
production was monitored and refined 
by a company-wide project team, and 
each plant held process planning 
meetings to ensure quality assurance 
was built into each stage of the 
production process.


The new Corona was the top selling 
car for 33 straight months from April 
1965 to December 1967, a tribute to its high performance and quality level.


Soon after the release of the new Corona, Managing Director Shoichiro Toyoda 
(responsible for the Engineering Group) made the following remarks in a Toyota 
publication:


From the so-called 'Daruma' (or "rounded") Corona model of more than 
four years ago assembled at Kanto Auto Works evolved the sleek new 
Corona produced at the Motomachi Plant you see on the streets today. It 
(the second-generation made at the Motomachi Plant) was our first full 
redesign of the Corona, and I am sure many of our employees remember 

Official launch of the new Corona 
(Nagoya, 1964)



the struggles we went through during the start-up. Following that, we 
gained experience from the release of the Publica and the redesign of the 
Crown, and today it brings me true joy to see the new (third generation) 
Corona rolling smoothly off the line under a new mass production system. 
I am particularly pleased to see the quality control system-which we have 
built up with each redesign in order to prevent recurrence of problems-
working increasingly smoothly with each production start-up. ... 

As you can see, the new Corona has a bold, sleek exterior. This style is our own, 
original design, created by our Design Section without copying other models, and I 
believe it will spark a new trend. In terms of performance, the weight has been brought 
in line with international standards, and we have achieved acceleration, high-speed 

Public testing of the Corona through a non-stop 100,000 kilometer 
drive on the expressway (1964)



performance, and fuel efficiency far ahead of rival vehicles. Furthermore, it is more 
durable than the previous Corona. We have also produced a special simpler version for 
business use.


Passenger car sales in Japan are increasing by the year. Household car ownership, in 
particular, will likely increase even more in future. At the same time, I believe 
competition in the domestic car market will become increasingly fierce with the 
introduction of free trade from the start of next year. It is fitting that the new Corona 
was born at this time. The fact that we separated the new Corona from the Crown, 
designed it independently and created the manufacturing process shows that the 
company saw the future potential of the Corona and made an all-out effort to make it a 
reality. I believe how well the Corona sells holds the key for the future of Toyota and by 
extension the development of the Japanese automotive industry. Let us all-design, 
manufacturing and sales-come together as one and pour all our efforts into the growth 
of the Corona.


(From Birth of the New Corona, an article in Gijutsu no Tomo (literally, "Friends of 
Technology"), Volume 16, Issue No. 2, Toyota Engineering Society, November 1964)


Item 5. Introduction of TQC

In the five-year period up to the end of 1964 following the completion of the 
Motomachi Plant, Toyota released four new passenger car models-the Corona PT20, 
the Publica UP10, the Crown RS40, and the Corona RT40, all mentioned above. As a 
result of the introduction of Total Quality Control (TQC) in 1961, the initial quality of new 
passenger car models improved with each subsequent production start, using the 
valuable experience gained from the production start-up of the Corona PT20. These 
efforts bore fruit with the Corona RT40 model.


The introduction of TQC at Toyota Motor Co., Ltd. was outlined in detail in 
“Establishment of quality control system” (Part 1, Chapter 2, Section 7, Item 6). Then-
Executive Vice President Eiji Toyoda explained the background and objectives of the 
introduction of TQC as follows:


At the start of 1955, we released the Crown, Japan's first full-scale 
passenger car. Thankfully, it proved extremely popular, and the company 
grew at a rapid pace. 



However, a number of problems began to emerge. Although our 
personnel had doubled and our production increased seven-fold, the 
improvement in our quality was not keeping pace with the increase in 
productivity. We also had many new workers, and the lack of thorough 
training, the lack of ability and experience of managers, and poor 
horizontal communication stood out. At the same time, the competition 
with our rivals on the quality front was becoming increasingly fierce. 

We realized that what was needed was firstly for top management to set 
clearer quality targets and ensure these were thoroughly transmitted to 
employees, and secondly to put in place a system to improve functional 
cooperation between departments. 

Having identified these two shortcomings, we resolved to expand our 
regular quality control activities to a company-wide initiative. 

(From The Path to TQC Implementation-a presentation made by Eiji 
Toyoda during a Deming Prize field investigation, September 1965) 

As mentioned previously, warranty claims, which had been on a declining trend, had 
once again begun increasing in 1959 following completion of the first stage of 
construction at the Motomachi Plant. Based on the experience of the Corona PT20 
announced in March 1960, the Quality Control Committee began studying 
countermeasures, and TQC was introduced the following year in June 1961. TQC 
aimed to improve business management through full employee participation, under the 
following policies:

1. Heighten awareness of quality and cost, and improve management systems for 

each function.

2. Enhance planning and ensure smooth production start-up for new products.

3. Develop close cooperation with Toyota Motor Sales Co., Ltd. and suppliers.


To start, Toyota Motor Co., Ltd. worked to deploy quality control education, led by the 
Quality Control Division, launching a campaign to halve product defects, and, on the 
manufacturing front line study sessions were held mostly for the various workplace 
supervisors (the plant general manager and group managers) to address workplace 
problems. The concept of "building quality into the process" gradually began to take 



root in the Manufacturing Group, and the company also worked to deploy quality-
control management methods (control cycles) in the Administrative Group and 
Engineering Group, and to enhance coordination between groups.


The first company-wide audit was conducted in July 1962, a year after the introduction 
of TQC. The president and all executives under him inspected each department, with a 
quality control instructor present as an observer. The audit team received explanations 
on the operational status directly from department and section heads and checked the 
implementation status of management systems. The following problems were identified 
as a result of the company-wide audit:

1. There was lack of understanding of the true objective of company policy, and, 

accordingly, there were variations in how the company policy was reflected in 
departmental policy.


Quality Control Department established (1959)



Pamphlet: 'Quality must be built in during the 
manufacturing process'



2. There was a need to improve the quality of long-term plans.

3. There was overall insufficient practice of the "consider the problem based on the 

facts" approach-using quality control methods to gather data, and basing decisions 
on such.


4. There was weakness in horizontal quality control compared to vertical quality 
control, and insufficient collaboration between departments.


Record of first company-wide audit (1962)



Item 6. Clarifying Company Policy

To solve the problems identified during the company-wide audit, Toyota resolved to 
further strengthen the full-participation TQC promotion system and to ensure employee 
awareness and compliance by collating and clarifying the company management 
policies in writing. The Toyota Corporate Policy was subsequently released in January 
1963 and included a basic policy, a long-term policy, and an annual policy. The basic 
policy expressed the company's fundamental view toward management, and was 
comprised of the following three items:


1. To develop Toyota into a world leader by gathering resources from within and 
outside the company.


2. To develop Toyota's reputation as a quality leader through an uncompromising 
focus on "Good Thinking, Good Products".


3. To contribute to the development of Japan's economy by achieving a mass 
production system and low prices.


The company's long term policy outlined the targets for establishing Toyota as a world 
leader and the key measures to be taken to achieve these goals, while the annual 
policy described goals and the key measures to be taken during the fiscal year in 
question.


Organizational chart of the QC Promotion Headquarters 
(September 1964)



Meanwhile, in conjunction with these policies the company created a five-year long-
term management plan in December that year. Spanning the five-year period from 1964 
to 1968, this plan put a greater focus on profitability aspects compared to the 
conventional format that was based around plans for production and facilities.


In response to the lack of cooperation between departments cited as a problem during 
the first company-wide audit in 1962, the duties performed by each department were 
reviewed from a "functional" perspective, and a new function-based management 
system was established. This was a key topic during the second stage of TQC. In 
January 1963, the duties of the entire company were classified into 12 functions, and 
the second company-wide audit included an audit of each function in addition to an 
audit of each department. In addition, during the same year "smooth remodeling of the 
Corona" was set as a key task in company policy, and a function-based management 
system was established to tackle this issue.


In September 1964 Toyota Motor Co., Ltd. established the QC Promotion 
Headquarters, headed by Executive Vice President Eiji Toyoda. The new department 
consolidated all TQC promotion initiatives throughout the work flow, from the planning 
of new products, through to design, production, and sales.


Diagram of function concepts (as of 1964)



The company also established a function-based organizational chart of management, 
and studied the flow of work between and within functions and the related rules and 
regulations. Furthermore, at the department and section level the items to be managed 
and the points to be checked by each manager were clarified by referencing the 
division of duties of affiliated departments according to the work flow specified on the 
organizational chart, and management check sheets were prepared.


In conjunction with these measures, in August 1963, to strengthen collaboration 
between Toyota Motor Co., Ltd. and Toyota Motor Sales Co., Ltd., the two companies 
set up meetings to discuss and coordinate the relevant functions at each company. 
These comprised nine meetings, one each on planning, production and sales, export, 
new products, advertising, human resources, finance, purchasing, and quality 
assurance. The meetings served as a secondary organization to the Chief Policy 
Committee set up between Toyota Motor Co., Ltd. and Toyota Motor Sales Co., Ltd. 
the previous year.


Item 7. Toyota Awarded the Deming Prize

To put the company's organization-wide TQC initiatives up for assessment by the 
world, in May 1965 Toyota Motor Co., Ltd. entered as a candidate for the Deming 
Application Prize.


Following the introduction of TQC, the attitude that quality could be improved by 
thorough inspection initially remained. However, as the TQC philosophy and methods 
took root within the organization, this shifted to a focus on "building quality into the 
process", and each department began to cooperate toward a clear goal. The concrete 
results of these initiatives became evident during the smooth production start-up of the 
third-generation Corona (RT40).


In June 1965, Toyota Motor Co., Ltd. submitted a report detailing its quality control 
process to the Deming Prize Committee. After passing the initial screening, the 
committee began a detailed field investigation, visiting the Tokyo Branch Office, the 
Motomachi Plant, the Honsha Plant, and the company headquarters (in that order) from 
August.


At the Deming Prize Committee meeting in October, the committee voted to present 
the 1965 Deming Application Prize to Toyota Motor Co., Ltd., and an award ceremony 



was held in November at the Imperial Hotel in Tokyo. With 1965 marking the 15th 
anniversary of the Deming Prize, the ceremony was an auspicious event, attended by 
Professor W. Edwards Deming (who traveled from America) as well as many noted 
figures from business and academic circles.


Then-Managing Director Shoichiro Toyoda-who, as deputy head of QC Promotion 
Headquarters had worked exclusively on TQC initiatives from the planning and 
discussion stages through to implementation-made the following remarks:


To summarize the results of our quality-control promotion actions, the first 
effect was that our product quality improved. This was due to the 
awareness of the importance of 'building quality into each process' that 
permeated every corner of the company following the introduction of 
TQC. ... 

Evaluation for Deming Prize (Head Office, 1965)



The second effect was that our share of the Japanese passenger car market increased, 
and that our total exports grew. Thanks to this, in May 1966 we were finally able to 
achieve our goal of monthly production of 50,000 vehicles, and monthly exports of 
10,000 vehicles.


The third effect was that we achieved our cost reduction targets. This was the result of 
a company-wide awareness of cost factors as well as quality issues, and I believe that 
focusing TQC on the twin goals of quality and cost was extremely effective in achieving 
these results.


And looking at the effects from a different perspective, the initiative also dramatically 
improved our corporate makeup. One example of this is that managers learned 
management methods, and another is that human relations across the company 
improved. TQC provided a framework for everyone from suppliers to Toyota Motor 

Evaluation for Deming Prize (Machining Division, Motomachi Plant, 1965)



Sales (Co., Ltd.) to cooperate toward a common goal, and by clarifying who was 
responsible for which duties and who held what authority, people were able to hold 
frank discussions. As a result, processes were standardized as quality assurance rules 
and cost control rules, establishing a set management system.


Our employees are now aware that QC is beneficial and are keen to continue with QC 
initiatives in the future.


Receiving the Deming Application Prize strengthened Toyota Motor Co., Ltd.'s resolve 
to push ahead with further TQC initiatives, and based on the points cited by the 
Deming Prize judges the company set the following policies:


Professor Deming and President Fukio Nakagawa at the Deming Prize 
award ceremony (1965)



1. To promote all-around quality control, including at affiliated companies such as 
suppliers and dealerships.


2. To establish simple and effective management systems without being preoccupied 
by form, paying particular attention to ensuring checks and actions, and rotating 
the management cycle rapidly.


3. To enhance overall planning and, from a long-term perspective, achieve swift and 
precise decision making and execution through coordination among management 
structures.


Deming Application Prize Medal (1965)



Under this policy, in February 1966 an eight-company QC Liaison Committee was 
established among Toyota-related companies, creating a framework for deliberating 
specific measures to involve all Toyota-related entities in quality assurance actions. 
Toyota Motor Co., Ltd. continued to persist with TQC initiatives at every opportunity, 
such as reshaping company-wide audits into annual business inspections.


Item 8. Signing of Joint Declaration of Labor and 
Management


As explained in Part 1 Chapter 2, the labor disputes in 1950 were a significant lesson 
about the importance of a trusting relationship between labor and management. From 
the mid-1950s onward, an unwritten law was established that problems would be 
resolved through dialogues between managers and workers.


Signing of Joint Declaration of Labor and Management



In February of 1962, Toyota Motor Co., Ltd. signed the “Joint Declaration of Labor and 
Management” with the Toyota Motor Workers’ Union. With a mutual relationship of 
trust between labor and management (based on resolving problems through labor-
management dialogue) established, the declaration embodied the hope that both 
parties would unify to overcome the imminent challenges of trade liberalization and 
intensified competition between companies, and to make the leap towards a “Global 
Toyota”.


Under the Joint Declaration of Labor and Management, both parties were able to affirm 
their mutual devotion to the concept of maintaining and enhancing the company’s 
prosperity and labor conditions through the improvement of productivity and the 
relationship of trust between labor and management. Based on the fundamental spirit 
of the original joint declaration, Toyota’s managers and workers have in years since 
taken such opportunities as the 20th anniversary of the declaration signing in 1982 and 
the 50th anniversary in 2012 to reaffirm their dedication to further strengthen the bonds 
between labor and management and to face the challenges of the future together.  




Section 2. Motorization and 
Liberalization of Trade and 

Capital 
Item 1. The High Rate of Economic Growth and 

Motorization

From 1955 to 1970, the Japanese economy achieved a high growth rate, the likes of 
which the world had never before seen. During those 15 years, while the average 
annual nominal economic growth rates of other advanced nations were between 6 and 
10 percent, Japan's reached 15 percent. Consequently, Japan surpassed other 
advanced nations one after another in terms of gross national product (GNP), and 
beginning in 1969 became an economic power, ranking second behind the United 
States among capitalist nations. In terms of real GNP as well, the Japanese economy 
grew by 10 percent during these 15 years, increasing by 4.4 times.


The steady rise in people's income accompanying this economic growth brought about 
a rapid expansion of personal consumption. After the "three sacred treasures" (a 
television, refrigerator, and washing machine) had been installed in most Japanese 
homes, the so-called "3Cs", i.e., the three large-size durable consumption items (the 
car, air conditioner, and color TV), became the new objects of ordinary citizens' desire. 
For cars in particular, the many economy passenger cars in the 1,000-cc class 
introduced by the various automakers in the mid-1960s, gave rise to a boom in private 
car ownership.


As the Japanese economy expanded, the number of cars sold surged. The demand for 
passenger cars in particular grew rapidly, and the sales volume achieved an average 
annual growth rate of 32 percent, jumping from 590,000 units in 1965 to 2.37 million in 
1970. The number of privately owned cars in Japan grew from 6.3 million in 1965 to 
more than 10 million in 1967, making cars ubiquitous throughout Japan.

 




Japan's car production volume also increased from 1.88 million units in 1965 to 3.15 
million in 1967, helping Japan surpass West Germany to become the second-largest 
car-producing nation in the world. In 1968, Japan produced more than 4 million units.


Against this backdrop of progress in motorization, the road infrastructure in Japan was 
also improved. Following the Road Improvement Five-Year Plan, which was started in 
1954, a fourth plan and fifth plan were implemented in the second half of the 1960s, 
gradually improving Japan's road infrastructure. Furthermore, in 1954 the Meishin 
Expressway (linking Nagoya and Osaka) was opened, marking the arrival of the 
highway era. Then in 1969, the Tomei Expressway (linking Nagoya and Tokyo) was 
completed.


Metropolitan Expressway Route 1 near Shibaura ramp (Mainichi 
Graph, May 1, 1965)



In the second half of the 1960s, as cars also became popular among working families 
and self-employed people, compact economy passenger cars and compact trucks 
began to account for a large share of the market. Cars transformed from items that 
symbolized economic status into comfortable tools that could be easily purchased and 
driven by anybody.


Additionally, the generation of people born during the postwar baby boom began to 
emerge as a major demand factor in the car market. For them, cars were fashionable 
tools closely linked to their lifestyles and expressed their individualism. In addition to 
traditional family cars, stylish hardtops (passenger cars without roof-supporting center 
pillars) and coupes also began to attract more buyers. Demand for sporty cars 
possessing high performance factors such as high-speed stability and fast acceleration 
increased as well.


Item 2. Liberalization of Car Imports

After World War II, Japan gradually rejoined the international economic community, for 
example by setting an exchange rate of 360 yen to the dollar. It also selectively brought 
in foreign investment and technologies while keeping external trade under strict 
control. Then, in 1952 when the San Francisco Peace Treaty came into force, Japan 
joined the International Monetary Fund (IMF1) and also gained provisional membership 
in the General Agreement on Tariffs and Trade (GATT2) in 1953. However, Japan was 
still recovering economically and was not yet in a position to completely fulfill the 
obligations required by the IMF or GATT. Therefore, special conditions were attached to 
its membership that allowed Japan to restrict imports and control the yen exchange 
rate based on its international balance of payments.


Subsequently as the major European nations gradually restored the exchangeability of 
their currencies and trade and exchange within Europe began to be liberalized, 
pressure began to mount on Japan to also liberalize its trade and exchange. Therefore, 
in January 1960, the Japanese government established the Trade and Exchange 
Liberalization Promotion Cabinet Conference, through which it drew up a basic policy 
for trade and exchange liberalization, and developed the Trade and Exchange 
Liberalization Plan in June of the same year.




As part of its major move toward a more open economic system, Japan liberalized 
imports of completed trucks and buses in April 1961. The timing for liberalizing imports 
of completed passenger cars was delayed because Japan's production volume was 
much smaller than those of foreign automakers and Japanese automakers lacked price 
competitiveness, among other factors.


Meanwhile, in May of the same year, with the goal of strengthening the international 
competitiveness of Japanese-made passenger cars, the Ministry of International Trade 
and Industry (MITI) set down its Plan for Organizing Passenger Cars into Three 
Groups4, which divided Japanese passenger car manufacturers into the following three 
groups:


1. Mass-produced car group

2. Sports car and luxury car group

3. Minivehicle passenger car group


Each group was to consist of two or three automakers. The announcement of this plan 
carried a profound impact, heightening motivation for reassessing Japan's industrial 
structure itself.


Against this background, the Industrial Structure Investigation Committee, established 
as an advisory body to the MITI minister, created a passenger car subcommittee in 
April 1962, which began surveying and researching future demand for passenger cars 
and international competitiveness. Based on the resulting research, a passenger car 
policy special subcommittee was also established as a specific policy evaluation body, 
which returned the following recommendations in December of the same year5:


1. It is essential to establish mass production structures before liberalization occurs, 
and therefore partnerships and mergers must be promoted.


2. The Japanese government must provide funds to automakers that can be expected 
to derive benefits of economies of scale.


3. The prices of domestically produced cars must be lowered and their performance 
must be improved.


Separately from these moves by the Japanese government (including those by MITI), 
most Japanese automakers felt that they would rather go as far as they could on their 
own to strengthen the international competitiveness of their passenger cars. Therefore, 



they hurried to expand their plants dedicated to the production of passenger cars and 
twice reduced their prices-in September 1963 and June 1964 (with some more in 
September of that year)-for a total reduction of around 10 percent. They also made 
strenuous efforts to improve the performance of their passenger cars through 
numerous redesigns.


These efforts by Japanese automakers clearly paid off. The import quota for foreign 
cars was increased beginning in the second half of the Japanese government's 1963 
April-March fiscal year and a system was adopted beginning in fiscal 1964 of 
unrestricted allocation (with the exception of exports from just a few countries). 
Nevertheless, the number of imports increased only slightly from 11,703 units in fiscal 
1963 to 13,577 units in fiscal 1964, accounting for less than 3 percent of the total 
Japanese car market.


Article on the liberalization of trade and exchange, (Nikkei Shimbun, 
June 24, 1960)



Witnessing this healthy growth of the Japanese automotive industry, the Japanese 
government took the bold step of liberalizing imports of completed passenger cars on 
October 1, 1965, despite having some concerns about Japan's passenger car 
production volume and the sizes of its automakers.


Item 3. Capital Liberalization and Automotive 
Industry Reorganization


The passenger car import liberalization implemented in 1965 nearly completed trade 
liberalization related to automobiles, leaving only a few items restricted such as 
engines and their parts. Thus, trade and currency exchange liberalization was nearly 
complete, but the issue of capital liberalization still remained before Japan's economy 
could become truly open.


The need for liberalizing capital transactions in Japan became a real issue when Japan 
joined the Organization for Economic Co-operation and Development (OECD1). Giving 
Japan high marks for its extraordinary economic growth rate and the liberalization of its 
trade and currency exchange, the OECD decided at its directors meeting in 1963 to 
invite Japan to join. Japan became an official OECD member in April 1964 and enjoyed 
such benefits as the elimination of import restrictions by European nations. At the same 
time, however, Japan was obliged to liberalize capital transactions according to the 
general principle of capital liberalization.


Facing the challenge of foreign capital liberalization in Japan, Japanese automakers 
were striving to establish mass-production structures, increase their owned capital, 
and strengthen their technology development capabilities. As these efforts to enhance 
corporate structure progressed, competition among the companies intensified and the 
differences between them became noticeable, making the time ripe for a reorganization 
of the Japanese automotive industry. Then in 1964, a merger proposal with Prince 
Motors was brought to Toyota Motor Co., Ltd. Eiji Toyoda, as Toyota Motor Co., Ltd. 
chairman, recalled the event as follows:


This was brought up by Shojiro Ishibashi, founder and former chairman of 
Bridgestone, in 1964, the year of the Tokyo Olympics. ... We turned down 
the offer. Ishibashi had made it clear that 'if things don't work out with 
Toyota, we'll have to go elsewhere.' So we foresaw, more or less, that 



Nissan would take over Prince if we didn't. And that's exactly what 
happened. ... 

Nikkan Kogyo Shimbun reports on cooperation between 
Mitsubishi Heavy Industries and Chrysler (May 19, 1969)



When Nissan and Prince merged, the Fair Trade Commission gave its official sanction, 
citing as justification that 'the Nissan-Prince merger results in a market share smaller 
than that of Toyota'. What this meant was that, as the top automaker, Toyota was not 
free to merge with anyone. (Eiji Toyoda, Toyota: Fifty Years in Motion, pp. 130-132.)


The August 1966 merger between Nissan and Prince paved the way for accelerated 
regrouping of the Japanese automotive industry, with the goal of strengthening its 
international competitiveness.


Meanwhile, the domestic automotive industries of the United States and Europe had 
already matured and therefore were being forced to explore new overseas markets. As 
noted, in 1967, Japan surpassed West Germany to become the second largest car-
producing nation in the world. As such, American and European automakers were 
eyeing Japan as a promising market and began to strongly demand liberalization of 
foreign capital in the Japanese automotive industry.


The first country to demand liberalization of foreign capital in the Japanese automotive 
industry was the United States. In January 1968, at a subcommittee meeting of the 
Japan-U.S. Trade and Economy Joint Committee, the U.S. side strongly demanded 
liberalization of foreign capital in the Japanese automotive industry. The negotiation 
surrounding capital liberalization remained difficult, but soon a position promoting 
liberalization began to gain momentum, even within Japanese financial circles and the 
Japanese government. The reasoning was that since the Japanese automotive industry 
had climbed to the second place in the world in production volume and was increasing 
exports, it was sufficiently competitive to withstand liberalization. Japanese 
automakers, on the other hand, experienced the massive corporate power of the U.S. 
Big Three as a major threat.


Japanese car exports in 1969 had grown by 40 percent from the previous year to 
860,000 units. Because exports to the United States amounted to 340,000 units, 
accounting for 39 percent of total car exports, the demand for capital liberalization 
from the Big Three continued to intensify with every passing day.


Meanwhile, in May of the same year, Mitsubishi Heavy Industries, Ltd. (MHI) 
announced a partnership with Chrysler Corporation, and began preparations to form a 
joint venture, with 65 and 35 percent of its capital to be provided by MHI and Chrysler, 
respectively.




Against this backdrop, in October 1969 the Japanese government made a cabinet 
decision to implement capital liberalization in the Japanese automotive industry 
beginning in October 1970. It also decided that the foreign capital ratio must not 
exceed 50 percent when a new joint venture is formed, and that capital participation in 
existing automakers would be individually examined.


In response, then-President Eiji Toyoda, made it clear both internally and externally that 
Toyota was committed to remaining a 100 percent Japanese-owned corporation and 
would establish an annual production capacity of 2 million vehicles as quickly as 
possible:


What Toyota must do in preparation for the imminent capital liberalization is solidly 
establish our mass production system. By the time liberalization is implemented-that is, 
by 1971-we hope to have established an annual production capacity of 2 million 
vehicles. For Toyota, our basic philosophy of protecting Japan's national capital has 
not changed. Furthermore, capital liberalization will rekindle the issue of industry 
regrouping. I believe regrouping will be promoted but will not go as speedily as 
expected. 
 
We will continue to increase the subcontracting of production to Daihatsu and Hino 
Motors over the long term. In any case, we must establish an annual production 
capacity of 2 million vehicles as quickly as possible, including that of our affiliates. For 
this reason, we are currently building a new plant and are also looking to purchase land 
for other plants.


Toyota's policy during this period could be condensed into the following two goals:


1. Enhancing the model lineup to establish a complete product lineup in response to 
the diversifying demand in the Japanese market


2. Establishing a 2 million-unit capacity as the immediate goal and achieving cost 
reduction as a result, in order to cope with capital liberalization


Since Toyota's production volume had just reached 100,000 units per month and 1 
million units per year in 1968, 2 million was a distant goal. Back then, only General 
Motors and Ford Motor Company had achieved annual production volumes exceeding 
2 million units.




Item 4. Alliance with Hino Motors

Following the talk of the merger with Prince Motors, Mitsui Bank brought the idea of a 
merger with Hino Motors to Toyota Motor Co., Ltd. With Mitsui Bank as the 
intermediary, negotiations on a cooperative alliance between Toyota and Hino Motors 
began in January 1965. Then in 1966, Masanobu Matsukata, then president of Hino 
Motors, made a bold suggestion: "We'll stop making the Contessa compact passenger 
car, but give us something comparable to do in its place." After that, directors from four 
companies (Hino Motors, Hino Motor Sales, Ltd., now merged, Toyota Motor Co. Ltd., 
and Toyota Motor Sales Co., Ltd.) held frequent discussions and eventually agreed on 
a cooperative alliance.


Toyota announces business partnership with Hino Motors, Ltd. (1966)



On October 15, 1966, a joint statement was issued, and on the 19th a memorandum 
related to the cooperative alliance was signed. The details of the alliance are as 
follows:


1. Toyota Motor and Toyota Motor Sales will provide cooperation and assistance for 
compact cars manufactured and sold by Hino Motors.


2. New products will be cooperatively planned.

3. Companies will cooperate in expanding the export market, improving technologies, 

and streamlining parts and material procurement.


A business partnership committee was established among the four companies and 
achieved steady progress. On the production side, employees of Hino Motors were 
sent to Toyota Motor Co., Ltd. for the six months beginning in December 1966 to learn 
Toyota's manufacturing and management methods. Furthermore, Toyota Motor Co., 
Ltd. decided to subcontract production of the Publica Van to Hino Motors beginning in 
March 1967.


On the sales side, Hino Motor Sales streamlined and consolidated its dealership 
network, with Toyota Motor Sales Co., Ltd. agreeing to absorb the excess dealers and 
personnel. In this way, progress was made in adjusting the two companies' sales 
networks. Then in April 1967, the Toyota Briska (GY10), a small, cab-behind-engine-
type 1-ton truck, was announced as the first result of the two companies' technical 
cooperation.


Ten years following the formation of the cooperative alliance, Hino Motors President 
Masashi Arakawa wrote the following reflection on those days:


Immediately following the formation of the alliance, we sent 1,200 of our 
employees to Toyota to have them learn the Toyota production method. I 
remember giving the following pep talk to those selected to go to Toyota: 
 
As soon as you return, you will be assigned to the Publica Line at the 
Hamura Plant. You have been selected to represent Hino and make the 
cooperative alliance beneficial. Hino's future is on your shoulders. 
 
We acquired valuable know-how and Hino's corporate culture improved 
rapidly. Our plants' productivity doubled and the amount of work-in-



Burisuka Model GY10 (1967)

Assembly line for Hino Motor's Publica Van and Burisuka (c. 1967)



process was reduced by two-thirds. 
 
Additionally, by learning a new product startup method, we succeeded in 
improving the initial quality of our new models, and user confidence in 
Hino vehicles spread throughout Japan. 
 
Hino trucks' market share, which had stood at only 17 percent 
immediately following the formation of the cooperative alliance, climbed 
every year thereafter, eventually propelling Hino to the position of the top 
manufacturer in 1973.  

In addition to these specific benefits derived from the alliance, Toyota and Hino also 
strengthened their relationship in terms of capital and personnel beginning in the 
middle of 1967. For example, in December of that year, Hino Motors built its Hamura 
Plant No. 2 dedicated to the production of Toyota compact cars in Hamura-machi, 
Nishitama-gun, Tokyo, further strengthening the alliance between the two companies.


Hamura Plant, Hino Motors Ltd.



Item 5. Alliance with Daihatsu Motor

In June 1967, the Japanese government made a decision on its basic policy on capital 
liberalization. During the meeting of the Japan-U.S. Trade and Economy Joint 
Committee held in September of that year, the U.S. side asked Japan to accelerate 
liberalization of capital transactions in Japan. Then in December of the same year, a 
visit to Japan was scheduled for a U.S. Auto Industry Delegation led by former Under 
Secretary of State George Ball, increasing the intensity of the onslaught of foreign 
capital. As a result, the Japanese auto industry was forced to strengthen its 
international competitiveness through size increases under a situation that was even 
tenser than before.


While these circumstances caused many to advocate industry regrouping even more 
aggressively than before, Sanwa Bank approached Toyota Motor Co., Ltd. about 
working together with Daihatsu Motor Co., Ltd. Unlike Hino Motors, many of the 

Toyota Motor Co., Ltd. and Daihatsu Motor Co., Ltd. sign a memorandum 
for business partnership (1967)



models being produced and sold by Daihatsu were competing with those of Toyota 
and Daihatsu Motor had no intention of liquidating those models. Therefore, the two 
companies agreed to a cooperative alliance based on an understanding that both 
companies would manage their respective companies independently and responsibly.


On November 9, 1967, Toyota Motor Co., Ltd., Toyota Motor Sales Co., Ltd., and 
Daihatsu Motor exchanged a memorandum of understanding about forming a 
cooperative alliance, held a signing ceremony at Hotel Okura in Minato-ku, Tokyo, and 
issued the following joint statement:


Toyota Motor Co., Ltd., Toyota Motor Sales Co., Ltd. (Toyota) and 
Daihatsu Motor Co., Ltd. have always maintained a friendly relationship, 
and have now agreed to form a cooperative alliance in order to make the 
relationship even closer. 

With full-scale liberalization of the Japanese economy imminent, we consider it 
extremely urgent to enhance the international competitiveness of Japan's automotive 

Ikeda Plant, Daihatsu Motor Co., Ltd.



industry through structural regrouping and improvements in corporate culture. Based 
on this assessment, Toyota and Daihatsu have agreed to takes steps toward our 
mutual benefit and to contribute to the healthy advance of the industry.


Therefore, although Daihatsu will become a member of the group centered on Toyota, 
the two sides will continue managing their companies independently and responsibly, 
capitalizing on their respective unique strengths.

Regarding the specific steps related to the cooperative alliance, we plan to form a 
committee as quickly as possible and will begin implementing those steps that are 
feasible.


At the press conference following the signing ceremony, President Eiji Toyoda 
explained the details of the cooperative alliance as follows:


No details have yet been finalized about the cooperative alliance with 
Daihatsu. We plan to establish a committee to study them as soon as 

Line-off ceremony for the Consorte (First model produced under the 
business partnership; 1969)



possible. We will consider the difficult position we are in and hope to draw 
out both companies' strengths. Since a consistent battle strategy cannot 
be maintained if the companies in the Japanese automotive industry 
waver, we hope to use this Toyota-Daihatsu alliance as a common defense 
against the onslaught of foreign companies.Although Toyota does not 
have a minivehicle division, we believe we will be able to gain an 
advantage by establishing a common strategy with Daihatsu. I think 
industry consolidation will continue. (Nikkan Jidosha Shimbun, November 
10, 1967) 

As a result of this cooperative alliance, the Toyota Group established itself as an all-
round corporate group offering all car models from large trucks to minivehicles, with 
passenger cars as the core, providing a great impetus to the regrouping of the 
Japanese automotive industry. A dedicated committee took up the issue of finalizing 
the specifics of the cooperative alliance and, subsequently, the benefits of the alliance 
were realized in many areas, from new car development to production subcontracting.




Section 3. Development and 
Sales of New Models-Promotion 

of Comprehensive Product 
Lineup 

Item 1. Corolla

As a result of a rapid rise in personal income thanks to the high growth of the Japanese 
economy, the prices of vehicles in the 1,000-cc class fell to 1.4 times per-capita 
income beginning around 1965. A momentum was created that led to wide-ranging 
motorization founded on economy passenger cars, and the dream of actually owning a 
car became a reality for the many "drivers on paper", people who possessed a driver's 
license but no car.


Corolla Model KE10 (1966)



Toyota launched the Publica economy passenger car in 1961, but the sales volume did 
not increase as expected. To trigger full-fledged motorization required a new economy 
car that was low in price yet still fulfilled people's dreams.


Therefore, Toyota proceeded to develop the Corolla, a new luxury economy car 
positioned between the 800-cc Publica and the 1,500-cc Corona, targeted at the family 
car segment. Eiji Toyoda recalls the particulars:


While some are of the opinion that the Corolla rode the wave of 
motorization, I think it's the other way around. We worked to create 
popular demand with the Corolla and in my opinion that's just what we 
did. We built an engine plant (Kamigo) and an assembly plant (Takaoka) for 
the Corolla. It's only because we succeeded that I can afford to say so 
now, but had motorization not caught on in Japan, Toyota would most 
likely have been strapped down with surplus facilities. (Eiji Toyoda, Toyota: 
Fifty Years in Motion, p. 134) 

The engine for the Corolla was the newly developed K engine. This water-cooled, 4-
cylinder, 1,077-cc engine possessed an "extra 100 cc" over competitors' 1,000-cc 
economy cars. Its engine with "power to spare" created a sensation in the market. 
Tatsuo Hasegawa who was involved as a project general manager recalls the 
development of the Corolla:


For a car to be used widely as a family car, it must satisfy the needs of 
ordinary users. For example, a midsize car may offer nearly perfect 
performance, riding comfort, and feel. However, such a car fails as an 
economy car if it scores only 50 points out of 100 in maintenance cost 
and price, making it unaffordable to ordinary users. An economy car must 
score 80 points or higher in all aspects. The key selling point will then 
become what aspect is lifted above 80 using unique technologies or 
special features. The 1,100-cc engine is the manifestation of such an 
effort. We incorporated many other selling points in the Corolla. In 
particular, we aggressively introduced many new technologies. 

One example was the strut-type front suspension. This was extremely attractive in 
terms of riding comfort, space, weight, and cost. At the same time, however, we also 



faced many difficulties because this was an entirely new mechanism. For example, we 
were flustered when the first strut bar prototype became unusable after only 500 
kilometers. We eventually perfected it after many design changes. This mechanism was 
later adopted in many other Toyota cars.


The K engine



We also took some steps that were considered bold back then. For example, we 
adopted a 4-speed transmission in all versions at a time when the 3-speed 
transmission was common, and we changed from a column shift to a floor shift.


To create the Corolla prototype, we adopted a resident engineer system in which 
engineers from the engineering division stayed at the plant to handle any problems that 
might arise between the production floor and the engineering division.


Furthermore, to ensure easy post-purchase routine maintenance for the economy car, 
Toyota adopted many maintenance-free mechanisms. The chassis was completely 
lubrication-free, the engine oil needed to be changed only every 5,000 kilometers, the 
cartridge-type engine filter needed to be replaced only every 10,000 kilometers, and 
the air filter element needed to be replaced only every 30,000 kilometers.


The new family car Corolla was announced in October 1966 before the 13th Tokyo 
Motor Show. On November 5 and 6 that year, Corolla launch events were held across 

Official launch of the Corolla (1966)



Japan, attracting more than 1.3 million visitors from a wide range of generations from 
young to old. Sales of the highly promising Corolla took off to a good start.


Corolla (The 13th Tokyo Motor Show 1966)



While the Corolla was first introduced as a two-door sedan, a four-door sedan and a 
station wagon were added in May of the following year, further increasing its popularity. 
Corolla sales volume (excluding commercial-use vehicles) exceeded 10,000 units in 
May 1967, and then continued growing at a healthy pace. Sales climbed to 167,000 
units in 1968 and then to 248,000 units in 1969, letting the Corolla monopolize the lead 
position in the economy-car market.


The arrival of the Corolla caused an economy car boom, placing privately owned 
passenger cars in the center of the car market.


Item 2. Development of Sports Cars

Following the First Japan Grand Prix held in May 1963, motorsports such as auto 
racing and rallies increased in popularity, and people began to ask for full-fledged high-
performance cars. In response, Toyota developed the Toyota 2000GT (MF10) to 
showcase the technologies it had accumulated over the years by making the best car 
possible.


Toyota 2000GT (The 12th Tokyo Motor Show 1965)



Toyota's aim was to create a practical, high-performance car that would ensure a 
comfortable ride during ordinary driving in cities and on highways, but that could be 
used for racing with the replacement of only a few parts. For the engine, Toyota used 
the 3M engine with DOHC, developed by improving the M engine being developed for 
the Crown. Since only a small number of 2000GTs would be produced-each of which 
would require careful finishing touches-and they could not be produced on a mass-
production line. Therefore, Toyota outsourced the prototyping and production to 
Yamaha Motor Co., Ltd., which was doing well in motorcycle racing at that time.


Prototype No. 1, completed in August 1965, created a sensation when it was exhibited 
at the 12th Tokyo Motor Show that autumn. Subsequently, the 2000GT entered several 

A Toyota 2000GT racing around a course (1966)



races where it demonstrated its high performance. Then, in October 1966, Toyota 
boldly held the grueling Toyota 2000GT Speed Trials in an attempt to establish high-
speed, endurance records.


This high-speed, endurance trials were carried out according to the strict rules of the 
Federation Internationale de l'Automobile and the Japan Automobile Federation at the 
High-Speed Proving Ground in Yatabe-machi, Tsukuba-gun, Ibaraki Prefecture (now 
Tsukuba City, Ibaraki Prefecture). Even under the bad weather conditions brought on by 
a tropical storm, the 2000GT was driven continuously for 78 hours, covering a total 
distance of 16,000 kilometers at an average speed of 206.1 kilometers per hour, and 
established three world records and 13 international records. This memorable event 
proved Toyota's advanced technologies to the world.


As the popularity of motorsports increased, the demand for compact sports cars also 
intensified. In response, Toyota announced the Toyota Sports 800 (UP15) in March 

Toyota Sports 800 Model UP15 (1965)T



1965. For this model, which was inexpensive, easy to use, and extremely lightweight, 
Toyota used primarily Publica parts and outsourced production to Kanto Auto Work, 
Ltd. With its simple mechanics, aerodynamic styling, lightweight body using an 
aluminum alloy (vehicle weight of 580 kilograms), and excellent fuel efficiency of 31 
kilometer per liter, the Toyota Sports 800 gained wide popularity under its "Yota Hachi" 
nickname.


In the Corona RT40 series, Toyota added the Corona 1600S (RT40S) in April 1965, 
which featured the 4R engine (1,587 cc, OHV, and 90 hp) developed as a high-
performance engine. Furthermore, the RT50 and RT51, the first hardtop cars in Japan, 
debuted with their more sporty style in June of the same year. Then in August 1967, 
Toyota launched the Toyota 1600GT (RT55), which was based on the Toyopet Corona 
Hardtop 1600S (RT51) and featured the 9R engine (1,587 cc, DOHC, and 110 hp).


Toyota 1600GT Model RT55 (1967)



With consideration given to the possibility of entering auto racing, the Toyota 1600GT 
was developed as a mass-production vehicle by Engineering Division No. 7, which was 
responsible for racing cars. The acceleration performance was improved and the top 
speed was increased by modifying the chassis to match the performance of the 9R 
engine. At the same time, as mass-production vehicles, Toyota also made available the 
RT55-M model with an optional 5-speed transmission along with the 4-speed 
transmission version in which the final reduction ratio could be selected from three 
types.


Item 3. The Sprinter, Mark II, and Others

As economy cars, including the Corolla, became widespread, many customers began 
asking for a sportier feel in this class of cars. In response, Toyota announced the 
Corolla Sprinter (KE15) in April 1968, adding a luxurious and sporty feel to the Corolla 
base.


For the new Sprinter, Toyota adopted a flowing body style with a height reduction that 
reduced air resistance to improve high-speed driving performance. Additionally, the 
cabin space was large enough to comfortably seat five occupants and the model had 
fully enhanced features. At the same time, the Sprinter ensured economy by using 
many conventional Corolla parts. With the addition of the Sprinter, the Corolla series 
became an extensive product line possessing a total of 30 variations for the Japanese 
market.


In May 1970, Toyota completely redesigned the Corolla and the Sprinter. With the new 
models (KE20 and KE25), Toyota enhanced comfort and safety, with the aim of creating 
"great compact cars that are easy to drive and liked by everyone". To respond to 
diversifying market demand, Toyota added a coupe to the Corolla series. Then in 
August 1971, in response to the increasing trend in the economy car market toward 
luxury and individualistic expression, Toyota added a 4-door sedan to the Sprinter and 
made it independent of the Corolla series.


In September 1968, Toyota announced the Corona Mark II (RT60 and RT70), a luxury 
model based on the best-selling Corona but one size larger and possessing features 
targeted at international markets. Anticipating expanded demand for the Mark II, 
Toyota offered 20 and 28 models for the Japanese and overseas markets, respectively, 
based on different combinations of body shape, engine, and transmission. This was the 



first time for Toyota to start up so many models at one time on a large-scale mass 
production basis.


Corolla Sprinter(KE15, 1968)



In addition to using the 2R (1,500 cc) and 7R (1,600 cc) engines, which had been used 
in the Corona, the 8R (1,900 cc) engine was also used in the Mark II. For the body, the 
Corona's arrow-line styling was retained. Furthermore, because interest in safety was 
heightening globally during the development of the Mark II, Toyota incorporated many 
new safety features, such as an energy-absorbing steering column and a dual-system 
brake.


During this period, Toyota made several redesigns. First, in September 1967, Toyota 
redesigned the Crown. To improve the comfort level inside the new Crown models 
(MS50 and RS50 series), Toyota made the cabin roomier by adopting a perimeter frame 
chassis. The body style featured a flowing side view that was received well by a wide 
range of customers. Ahead of this redesign, Toyota had proceeded to offer a wide 
selection of models, by for example installing the 2.0-liter, six-cylinder M engine in the 
Deluxe and newly developed sports versions of the Crown, in addition to the existing 
3R engine.


Corona Mark II



Then in November 1967, the Toyota Century was launched. The Crown Eight launched 
in 1963 was an extension of the Crown in terms of style and could not be considered a 
new large-sized car. Thus, Toyota developed the Century as a Japanese-made, 
highest-grade luxury passenger car that could rival luxury imports. Its engine was the 
newly developed 3V (2,980 cc, V8 aluminum block, and aluminum cylinder head). The 
body style was designed to present a sense of stateliness. A radiator grille that sported 
a gold-colored emblem designed based on the phoenixes adorning the roof of the 
Byodo-in Temple in Uji City, Kyoto was chosen, giving the Century functions and an 
appearance worthy of representing Japan.


Meanwhile, the Publica was redesigned in April 1966 and again in March 1969. With 
the new Publica models (KP30 and UP30), Toyota enhanced safety while maintaining 
affordability, and also improved high-speed driving performance by complementing the 
existing air-cooled 800-cc engine model with a new model fitted with the 2K water-
cooled 1,000-cc engine.


Crown Model (MS50, 1967)



Corona Model RT80 (1970)

Toyota Century Model VG20-D (1967)



In February 1970, Toyota completely redesigned the Corona. With the new Corona 
(RT80), Toyota achieved the safety and high-speed, long-distance drivability required of 
a family car for the new era while retaining the reliability and comfort of the RT40. In 
August of the same year, in response to a diversifying customer base, Toyota 
resurrected the hardtop, which had been discontinued in 1968, thus offering as wide a 
selection as with the Mark II.


Item 4. Celica and Carina

As motorization progressed in Japan, people began to want cars that suited their age, 
income, and taste, etc. and consequently it became necessary to offer an even greater 
variety of models. For its part, Toyota determined that strengthening its compact car 
offerings was crucial. The decision was therefore made to develop the Carina (TA10) 
and the Celica (TA20) simultaneously and sell them in parallel, and Toyota commenced 
the development work in early 1967.


The 2T-G engine



With the Carina, Toyota aimed to develop a high-performance sporty sedan to function 
as a new family car in response to the era of high-speed driving. For the Celica, on the 
other hand, Toyota turned its focus to the specialty cars whose demand had been 
rapidly expanding in the United States, and planned the Celica as a Japanese-version 
specialty car. The key design requirements were refined styling and high performance, 
with a price tag that would be affordable to younger drivers.


Both the Celica and Carina were completely new designs, except for a few items such 
as the rear axle. The new 1,400-cc, four-cylinder, water-cooled engine (T) filled the gap 
between the K engine (1,100 cc) and the 2R engine (1,500 cc), and a 1,600-cc engine 
(2T) was also added during the development of the T engine. Both engines were highly 
reliable engines that boasted high-speed performance despite their small sizes, and, at 
the same time were designed with an emphasis on practical daily use. To achieve 
excellent high-speed driving performance, Toyota developed a new, low-cost five-
speed transmission and used it in a wide range of models.


The distinct advantage attained in the mass-production of the Carina and Celica was 
that, despite having two distinctively different styles, they could be produced on the 
same line because they shared major parts such as the engine, transmission, and 
chassis. While the body styles were completely different, the underbody was the same. 
The engine and the transmission were also identical. Additionally, many of the same 
parts used in the four-speed transmission were also used in the five-speed 
transmission to lower its cost.


Furthermore, many parts, such as the engine, transmission, and front suspension, were 
also shared with the Corolla 1400, which was a completely different model. 
Additionally, the key parts comprising the body, such as the door panels and front 
pillars, were shared with the Corona.


On October 30, 1970, the Celica and Carina debuted at the 17th Tokyo Motor Show. 
The Celica possessed an innovative style reminiscent of the EX-1, which became 
popular at the 16th Tokyo Motor Show, while the Carina boasted a sporty style 
characterized by vertical taillights. The Celica's style became a sensation among users 
who were not satisfied with a simple hardtop.


Sales of the Celica and Carina commenced on December 1 of the same year at Corolla 
and Toyota dealers, respectively.




Carina Model TA10 (The 17th Tokyo Motor Show 1970)

Celica Model TA20 (The 17th Tokyo Motor Show 1970)



In marketing the Celica, Toyota further expanded the existing wide selection by 
adopting the Full Choice System, in order to cope with diversifying demand and offer 
cars that reflected its customers' individuality. The Full Choice System addressed the 
increasing trend toward individuality by allowing customers to freely combine parts and 
features to create exactly the car they wanted. There were 27 possible combinations 
among the engine, exterior, and interior alone. Combining them with the transmission, 
paint color, and various other optional parts resulted in several million variations.


To handle the orders received through the Full Choice System, Toyota adopted the 
Daily Order System for the Celica. Each day, dealers throughout Japan telexed the 
orders they received that day to Toyota. Based on the orders collected, Toyota created 
a daily assembly sequence plan, taking into consideration order priority and production 
leveling, and sent it to the body plant. The body plant then issued production 
instructions to the various processes based on the Assembly Line Control System.


The Celica full-choice system (1970)



The Daily Order System reduced the time from order receipt to vehicle delivery by half.


With the conventional 10-day Order System (in which orders were processed every 10 
days), it took at least 16 days before a vehicle could be delivered. In contrast, with the 
Daily Order System, the time was reduced to 10 or 11 days on the average and to as 
little as eight days in some cases. Use of this Daily Order System, which was a step 
ahead of what competitors were doing, greatly helped streamline Toyota's sales 
operations and enhance its competitiveness in sales.


Item 5. Development of New Trucks

As the 1960s rolled in and customer requirements became more diversified and 
sophisticated, Toyota, as a general automaker, also developed and introduced a range 
of trucks, from small to large.


In March 1959, Toyota redesigned the Toyoace truck. The new Toyoace (SK20) adopted 
an innovative style while retaining traces of the previous model.


For the chassis, Toyota reduced the number of front leaf springs and adopted a simple 
shock absorber to improve riding comfort. Furthermore, the P engine, which had been 
in development for some time, was installed in October of the same year to create the 
Toyoace PK20.


Toyoace Model PK20 (1959)



In May 1959, the cab-behind-engine-type Toyopet truck was nicknamed the Stout, 
while the cab-over type was nicknamed the Dyna. Subsequently, the Stout was 
redesigned into the RK45 in July 1960 and the Dyna was redesigned into the RK170 in 
March 1963, in both cases strengthening the chassis and improving comfort. Then in 
September 1963, Toyota also launched the Lite Stout (RK40) with a narrower 
wheelbase than the Stout.


In September 1964, Toyota redesigned its large-size trucks. The new trucks (FA100 and 
DA100) possessed dynamic styling in both exterior appearance and interior features 
suitable for the highway era, as well as further improved performance.


Due to transportation mode diversification and worsening traffic situations in cities, 
thee demand for trucks subsequently began to shift to compact models with good 
maneuverability. Furthermore, as the passenger car share of the car market increased, 
customers began to desire a passenger car-like feel even in commercial trucks used 
mainly for transport.


Model FA100 (1959)



In October 1967, Toyota launched the cab-over commercial vehicle, the Hiace. The 
Hiace (PH10) featured comfort and maneuverability levels similar to those of a 
passenger car and was offered in a wide variety of versions suitable to various 
purposes. Based on a delivery van platform, it was available in such forms as a 1-ton 
truck, a nine-seater version, and the Commuter 12-passenger and 15-passenger 
buses.


Toyota then launched the new Miniace (UP100 cab-over type), a small 500-kilogram 
truck, in November of the same year and the new Liteace (KM10 cab-over type) in 
November 1970.


As a model positioned between the Hiace and Miniace, the Liteace squarely met the 
market requirements, and its stable quality allowed its sales volume to increase 
steadily. The assembly of the Liteace was subcontracted to Toyota Auto Body Co., Ltd. 
and Daihatsu Motor and also went smoothly.


Hiace Model PH10 (1967)



In March 1968, Toyota launched the Hilux (RN10). To enhance the 1-ton cab-behind-
engine-type truck, Toyota combined the Lite Stout with the Briska, and subcontracted 
vehicle assembly to Hino Motors. Equipped with the 2R engine (1,500 cc), the Hilux 
offered numerous passenger car-like features, including innovative styling, the use of 
curved glass for the first time in a small truck, and a large comfortable cabin space. 
Toyota also put effort into exporting the Hilux, and in 1969 installed the 3R engine 
(1,900 cc) in a model meant for the U.S. market. The export volume steadily increased, 
helped by the Hilux's excellent performance, high quality, convenient size, and 
affordable price.


In February 1969, Toyota redesigned the 2-ton, cab-over Dyna. For the new Dyna 
models (RU10 and JU10), Toyota adopted completely new styling, enhanced the 
braking performance in line with the needs of driving in the highway era, and moved 
the front tires forward to improve ease of ingress and egress as well as comfort.


Toyota also improved the Toyota Light Bus, a popular vehicle in the Dyna series, and 
launched it as the Toyota Coaster (RU18 and JU18). Furthermore, in June of the same 
year, Toyota launched the 3-ton Dyna equipped with the H diesel engine.


Hiace Model RN10 (1968)



In September 1969, Toyota launched the new 4-ton Massy Dyna (QC10). In designing 
the Massy Dyna, Hino Motors handled the engine, clutch, and transmission, Toyota 
Auto Body handled the cabin and rear deck, and Toyota handled the frame.


Dyna Model RU10 (1969)



Section 4. Plant Construction 
and Expansion 

Item 1. Monthly Production Increased to 50,000 
Units-Motomachi Plant Expanded and Kamigo Plant 

Constructed

As previously discussed, after monthly production reached 10,000 units in December 
1959, a second phase of construction expanded the body production line at the 
Motomachi Plant and a new stamping plant was constructed. Later, an aluminum 
casting plant, the No. 1 Machining Plant, a die plant, the No. 2 Assembly Line, a plating 
plant, and other facilities were added, and operations began by the autumn of 1962. In 
conjunction with this expansion of facilities, monthly production increased to 20,000 
units in October 1961, and reached a hoped-for 30,000 units in October 1963. The 
Motomachi Plant No. 2 Machining Plant was completed at the end of that year, 
followed by an expansion of the stamping plant. In addition, a small-part machining 
plant was installed in January 1964 to mass produce parts requiring high precision, 
such as piston pins.


In order to raise its international competitiveness in response to the liberalization of 
passenger-car imports discussed above (implemented in 1965) and the liberalization of 
automotive capital (implemented in 1975), Toyota continued to expand its plants with 
the aim of building mass production systems and achieving monthly production of 
50,000 units. At that time, a major shift in the thinking about how Toyota's production 
plants should be began to emerge. That thinking centered on the idea that plants 
should be economical and specialized, while being functional, efficient, and highly 
flexible and capable of raising quality and productivity while reducing costs. A move 
was afoot to have plants specialize according to function, with center plants focusing 
on vehicle assembly, while others focused on engines, powertrain components, 
suspension components, and so on, including on course materials, such as cast and 
forged parts, to respond efficiently to the diversification of vehicles and their 
specifications.




The forging shop at the Honsha Plant increased its forging presses and upset forging 
machines starting in about 1962 and moved forward with automation. As a result, 
continuous automated forging of connecting rods from rough forging to burr removal 
using forging presses became possible. Automation of upset forging also advanced, 
allowing for the automation of processes from heating to upset forging in the making of 
axle components such as drive pinions. Despite this automation, however, the Honsha 
Plant Forging Plant was approaching the limits of increasing production capacity.


As a result, Toyota decided in September 1963 to construct a new forging plant (the 
Chita Forging Plant) at a site near the Chita Plant of Aichi Steel Works, Ltd. and 
outsource operation of the new plant to Aichi Steel. Construction began in December 
of that year, and operations commenced in July 1964. Today, Aichi Steel's forging 
business (the plant facilities and structures were transferred to Aichi Steel) is Toyota's 
largest source of forged parts.


With the aim of achieving monthly production of 50,000 units, Toyota adopted a basic 
policy of dedicating the Honsha Plant to truck production and the Motomachi Plant to 
passenger car production. In order to increase production capacities in accordance 
with this policy, Toyota decided to construct the Kamigo Plant as a dedicated engine 
production facility. In June 1964, the Kamigo Plant Construction Committee chaired by 
Toyota Motor Co., Ltd. Director Hideo Tsutsumi adopted the following construction 
policies:


1. Facility planning policy: Increase equipment to reduce personnel by half.

2. Production products: Engines and transmissions.

3. Production scale: Initially, 10,000 units of M engines monthly, with the possibility of 

increasing monthly production to 100,000 units including transmissions.


Construction of the plant began in October that year, the first engine was produced in 
September 1965, and a completion ceremony was conducted in November.3 The plant 
was Japan's first dedicated engine plant, capable of performing integrated engine 
production from casting to machining and assembly.


Low-frequency induction furnaces were added to the casting line melting equipment 
for iron and aluminum, and the shell-mold method was introduced throughout the 
molding process from core to main-mold manufacture. In addition, innovative 



equipment including an improved conveyor system and a series of sand processing 
facilities were installed to create a cutting-edge plant.


Transfer machines were installed over a wide range of machining processes, and 
automated conveyors linked the individual transfer machines. Also, automated transfer 
equipment was installed on general-purpose and special-purpose machines and 
individual machines were linked by automated conveyors to establish continuity of all 
machining processes on a level not previously seen.


With Toyota’s mass production system organized as explained in Part 1, other suppliers 
apart from parts manufacturers also moved to form cooperative associations similar to 
the Kyohokai. In April 1962, the Seihokai-an association of companies manufacturing 
molds, jigs, gauges and other equipment-was established, and the Eihokai-an 
association of companies in areas including construction, plants and equipment as well 
as electric equipment-was formed in November 1962. Later, in 1983, the Seihokai and 
Eihokai combined to form a new Eihokai.


Low-frequency induction furnace (1965)



Crankshaft machining line (Transfer machine)

Continuous forming line using the shell-mold method (1965)



Item 2. Aiming for Monthly Production of 100,000 
Units


Takaoka Plant, Higashifuji Plant, and Miyoshi Plant 
constructed 
Toyota decided to construct the Takaoka Plant as a dedicated passenger car plant in 
order to mass-produce the Corolla and achieve monthly production of 100,000 units. 
Toyota began purchasing for a plant approximately 1.25 million square meters of hilly 
land that straddled Takaoka-cho (now a part of Toyota City), Miyoshi-cho (now Miyoshi 
City) and Kariya City in Aichi Prefecture in May 1965 and established the Takaoka Plant 
Construction Committee with Director Masaaki Noguchi as its chairman in December.


Plant construction began in January 1966 based on the following policies:


1. Plant to have a monthly production capacity of 20,000 units.

2. Production vehicle to be a new mass-market car (Corolla).

3. In the future, to be made into an integrated plant from stamping to assembly.


Bird's-eye view of Takaoka Plant (1966)



Takaoka Plant was laid out as a passenger car manufacturing plant from stamping to 
assembly processes with monthly production capacity of 16,000 units at the time of 
completion of the first phase of construction The plant was to be expanded in stages in 
conjunction with the pace of increased production.


The first phase of construction was completed in September 1966 and included a body 
line, a painting line, and an assembly line as well as a 2,300-meter test track. A 
completion ceremony was conducted in December of that year.


Numerous welding presses were installed in the body welding processes of the body 
line. For the welding assembly process, a loop line format in which the welding was 
done on jig platforms that were transported on a circular conveyor was used, greatly 
increasing assembly efficiency and precision.


State-of-the-art auto painting equipment was adopted for the painting line. The latest 
technology was introduced to achieve smoother, shinier, and more uniform painting, 
prevent corrosion, improve workability, and reduce costs. And in a first-time 

Line-off ceremony for the first Corolla (1966)



combination, electrophoretic (electrodeposition) painting and electrostatic painting 
were used together with a new method for applying the top coat.


Toyota also installed for the first time a computer-based online control system for 
production control. Work orders for the painting and assembly lines were issued from a 
central control room, and the status of inventories of delivered parts and the operating 
conditions of equipment were centrally controlled.


The Corolla was a strong-seller since its announcement in the autumn of 1966, and 
production had trouble keeping up with sales. In response, Toyota began building the 
No. 2 Assembly Plant on the south side of the No. 1 Assembly Plant in July 1967, and 
construction was completed in January 1968. The No. 2 Assembly Plant comprised 
body welding processes beyond the main body line as well as painting and assembly 
lines. In addition, the existing stamping plant was expanded, and the body line was 
expanded in March 1968.


Welding press (Takaoka Plant, around 1967)



In conjunction with full-fledged highway development that began in the 1960s, the 
required high-speed performance and reliability of automobiles became increasingly 
rigorous. For this reason, Toyota began to search for large tracts of land as sites for 
plants with high-speed test tracks and adequate testing and research facilities. Toyota 
found the 2 million square meters of land in what is now Susono City in Shizuoka 
Prefecture in June 1965.


The first phase of construction was immediately started, and in November 1966, an 
automobile proving ground was completed, followed by a passenger car assembly 
plant in March 1967. The completion ceremony was conducted on May 10.4 This plant, 
known as the Higashifuji Plant, initially produced the Toyota Sports 800 and other 
vehicles that had been produced by Kanto Auto Works, Ltd., and it outsourced 
production at the plant to Kanto Auto Works. The high-speed test track of the 
automobile proving ground had a total circuit length of 3.7 kilometers with a flat 

Electrostatic painting process (Takaoka Plant, around 1967)



straightaway of 1.3 kilometers and featured a seamless asphalt surface for the entire 
course, which included curved sections.


In preparation for monthly production of 100,000 units, Toyota decided to construct a 
dedicated machining plant to raise the productivity of its passenger car plants even 
further and reinforce its production systems. In May 1967, Toyota purchased 
approximately 300,000 square meters of land for a new plant in Uchikoshi, Miyoshi-
cho, Nishikamo-gun (now, Miyoshi City), Aichi Prefecture, which is near both the 
Motomachi and Takaoka plants.


In March of that year, the Miyoshi Plant Construction Committee was established with 
General Manager Yasumasa Ishihara as its chairman. The committee adopted a 
construction plan for a machining plant that would focus on production of passenger 
car suspension parts and other small sub-assemblies, and the first phase of 
construction was started in September. Operations began in stages in March 1968, and 
a ceremony to mark completion of the entire plant was conducted in July. The No. 1 
Machining Plant specialized in machining and assembly of steering components and 

Automobile Proving Ground and the Higashifuji Proving Ground (1967)



propeller shafts, and the No. 2 Machining Plant focused on mass production by cold 
forging of small parts such as piston pins and specialized bolts.


Eiji Toyoda Becomes President 
As Toyota was focusing its energies on achieving monthly production of 100,000 units, 
President Fukio Nakagawa passed away suddenly on October 13, 1967 as a result of a 
heart attack.


After joining Toyota Motor Co., Ltd. from Teikoku Bank following the 1950 labor 
dispute, then-Senior Managing Director Nakagawa regularly aided President Taizo 
Ishida and made contributions to Toyota's restoration and prosperity. Following his 
appointment as president in 1961, he spent busy day after busy day in back-to-back 
negotiations with various parties. On the day he died, President Nakagawa had 
attended a conference in Tokyo and suddenly passed away after returning to Nagoya.


Bird's-eye view of Miyoshi Plant (1968)



Following the death of President Nakagawa, Vice President Eiji Toyoda was appointed 
president on October 30. A short time later, President Toyoda made the following 
statement concerning his appointment:


Even though the president had 
passed away, there were other 
representative directors, and there 
would be no particular impediment 
to the company's operations in the 
short term, so the position was left 
vacant until President Nakagawa's 
funeral. I was appointed president 
on October 30. ...  I felt no different 
as president than I had as a 
managing director or executive vice 
president. What amazed me, 
however, was the difference in 
attitude of those around me. ... 
When Toyota was founded, aside 
from Kiichiro, only I and Shoichi 
Saito had graduated from college. 
Unless we stood up and took the 
initiative ourselves, the company 
wasn't going to go anywhere. We 
had to stay on our toes. Then, 
before I knew it, the company had 
grown into a large corporation and I 
was sitting at the top. (From Toyota: Fifty Years in Motion, p. 136, by Eiji 
Toyoda) 

Under the leadership of President Eiji Toyoda, development of mass production 
systems advanced even further.


President Eiji Toyoda (1967)



Item 3. Moving Up to Annual Production of 2 Million 
Units: Construction of Tsutsumi Plant and 

Expansion of Existing Plants

In October 1968, in the midst of Japan-U.S. automotive negotiations concerning the 
liberalization of automotive capital, Toyota achieved the 100,000 unit monthly 
production that it had long sought. In order to prepare for the liberalization of capital, 
Toyota worked to further develop its mass production systems. Annual production of 2 
million units was one target for conducting business at the same levels as advanced 
European and U.S. automakers in a time of free competition. At that time, only two 
manufacturers-General Motors Corporation (now General Motors Company) and Ford 
Motor Company-had achieved annual production of 2 million units.


In order to establish production systems capable of annual production of 2 million units 
and to respond to the diversification of demand in passenger car markets, Toyota 
embarked on construction of the Tsutsumi Plant, its third dedicated passenger car 
plant following the Motomachi Plant and the Takaoka Plant.


Preparations for the Tsutsumi Plant site began in January 1967 following an invitation 
to establish a plant. Land was acquired from March 1969 until the following March, and 
the site area reached approximately 1 million square meters. The site was only about 
six kilometers from Toyota Motor Co., Ltd. headquarters and was roughly central to the 
Honsha, Motomachi, Kamigo, Takaoka, and Miyoshi plants.


Based on repeated investigations starting in 1968, the following concepts for the 
Tsutsumi Plant adopted:


1. A production site for the Celica and Carina.

2. A machining and heat processing production site equal to the Honsha Plant.

3. A transmission production site equal to the Kamigo Plant that also produces 

aluminum diecast components.

4. A passenger car production site that performs processes from stamping to total 

assembly equal to the Motomachi Plant and the Takaoka Plant.

5. A production plant for newly developed parts such as plastic components.




6. Stamping dies, diecast dies, plastic dies, and other dies will be manufactured to 
reinforce molding capabilities.


Until that time seat production had been outsourced, but production was brought in-
house at the Tsutsumi Plant in order to improve seat design capabilities and streamline 
production. Also, the Tsutsumi Plant was to be given the ability to be an injection 
molding, fiber-reinforced plastic, and plastic processing plant to respond to the 
widespread adoption of plastic components with the objective of making cars lighter.


The Tsutsumi Plant Construction Committee was established in January 1969 with 
Managing Director Hideo Tsutsumi as its chairman, and the layout of the new plant was 
decided in February. The plant site was divided into the machining and casting zone on 
the east side and the stamping and assembly zone on the west side. The automotive 
body shop and the machining shop had an extensive area of 200,000 square meters 
and 100,000 square meters, respectively. Also, it was decided to make the assembly 
plant a two-story structure.


Bird's-eye view of Tsutsumi Plant (1970)



Assembly line at Tsutsumi Plant (1970)

Gate-line method



The site preparation work was completed in July 1969, and full-fledged plant 
construction began. The buildings were generally completed by the end of the year, 
and state-of-the-art facilities were installed in stages. Operations at the aluminum 
casting shop began in April 1970, followed by the start of operations in the machining 
shop in May, and production of suspension parts for the Celica and Carina 
commenced. Later, the stamping shop began operations in October followed by the 
body, painting, and assembly shops in November. A plant completion ceremony was 
conducted in December of that year at the assembly line.


The assembly line in the body shop adopted a new gate-line method for the side 
member and underbody attachment processes to enable the production of two types 
of vehicles on the same line. This method allows the installation jigs for the side 
member parts and underbody parts to be removed and attached freely, allowing the 
production ratio of the Carina and Celica, which share a common underbody but have 
different styles, to be modified at will, supporting changes in production.


In order to establish a 2 million unit production system, Toyota also actively expanded 
its existing plants in parallel with the construction of the Tsutsumi Plant. New plant 
buildings were constructed nearly every year at the Kamigo Plant to accommodate 
development and application of new engines and transmissions. The second phase of 
construction of the Kamigo Plant No. 7 Machining Plant was completed in February 
1970 and the No. 4 Casting Plant was constructed in March of that year to make up for 
insufficient production capacity of the K series engine and R series engine and in 
preparation for the start of production of the T series engine used on the Carina and 
Celica.


Item 4. Development and Deployment of the Toyota 
Production System

The Toyota Production System (TPS) is based on two core concepts. The first is the 
Just-in-Time system, and the second is jidoka, which can be loosely translated as 
"automation with a human touch." These two concepts were discussed above in Part 
1.


In order to establish mass production systems, it was necessary not only to steadily 
increase production facilities, but also to streamline production control as well.




In order to establish mass production systems, it was necessary not only to steadily 
increase production facilities, but also to streamline production control as well.


TPS was steadily established and took root through the introduction of kanban to the 
existing supermarket style of production in order to reinforce the efficient Just-in-Time 
production system. 
26

The kanban, a tool that describes which and how many parts are used where and 
when, made just-in-time production possible. The new kanban management system 
was adopted at all plants in 1963. By producing parts in accordance with the 
instructions on the kanban, parts are delivered among the different plants only in the 
volumes needed, and inventories within each process can be eliminated. As kanban 
came into widespread use, problems such as standardization of work and transport 
management were resolved one after another and production lines operated smoothly.


 Kanban were first tested in the Honsha Plant Machining Division, and their use was then steadily 26

expanded thereafter.

Kanban storage area at Motomachi Plant



Through 1965 kanban were also adopted for retrieving parts from suppliers. Toyota 
explained to suppliers that if they adopted the same techniques as Toyota, they could 
improve their operations, and companies that wished to do so steadily introduced TPS. 
This cooperation resulted in improvements, and TPS became established as an 
effective means of producing mutual benefit for both Toyota and suppliers.


To prevent individual processes from being burdened by excess personnel or 
equipment, production items and production volumes were equalized, that is, 
production leveling was also implemented. As a result of achieving level production 
from assembly lines to the retrieval of materials, the Just-in-Time system could be 
implemented on an even higher level.


If automatic shutdown devices are attached to machines to automatically stop the 
machines from operating when abnormalities are detected, the waste of unknowingly 
producing defective parts can be eliminated. This is jidoka of machinery. A further 

Former Executive Vice President Taiichi Ono



advancement is "management that can be seen with the eyes." Problem notification 
devices known as andon boards and andon lights are installed on each line in positions 
that are highly visible to supervisors, and when a problem occurs, andon are lit up-
either manually or automatically so a supervisor can immediately come to the source of 
the problem and address it. Andon were installed in the Kamigo Plant in 1966, 
completing line automation with a human touch.


In 1966, an online control system was installed at the Takaoka Plant, making it possible 
to obtain production instruction information from terminals installed along the line and 
perform assembly work. The same system was also installed at the Motomachi Plant in 
1969 and the new Tsutsumi Plant in 1970 in response to the rapid increase in 
production volumes and the expansion of vehicle specifications. However, because 
production instruction information could be retrieved from individual terminals, which 
allowed down-stream processes to be conducted before they were necessary, the 
system led to problems, including the occurrence of numerous assembly errors.


Andon (engine assembly line at Kamigo Plant)



To address these problems, issuing production instructions from the terminals was 
terminated and a method of giving production instructions using sheets attached to the 
vehicle bodies was adopted. Production instruction information was obtained from the 
target of the work itself, and as a result, advance work assembly errors were eliminated 
and it was possible to respond flexibly to changes.


Responding precisely to changes in production volumes required an increase in 
availability rates (the percentage of time that facilities can be operated when operation 
is desired), and this meant raising equipment reliability. Accordingly, measures to raise 
the availability rates of equipment used in key processes were implemented. For 
example, at the Kamigo Plant, personnel from the plant and Production Engineering 
Division I formed a countermeasures team to rapidly detect problems and reinforce 
daily and periodic inspections on the machining and assembly lines for the T series 
engine. The team implemented measures from a variety of perspectives, including 
processes and equipment, and achieved a substantial improvement in availability rates.


Harigami (c. 1970)



As a result of the advancing of jidoka and other approaches that came along with the 
shift to mass production, a problem surfaced in which a fixed number of workers were 
needed to operate the equipment, even if production demand decreased substantially. 
Having experienced significant decreases in production demand, Toyota eliminated 
fixed staff systems to create production lines that could operate with a small number of 
workers, in case production demand dropped, and, through optimal placement of 
workers, sought to increase the added value of each worker. Former Vice President 
Taiichi Ono, who strived to revive Japan's automotive industry after World War II and 
who implemented streamlining of production and established TPS centered on the 
principles of Just-in-Time and jidoka, made the following the comments:


Calls for 'labor-saving measures' started from around 1960 and 1961, but 
I had always believed that it was necessary to implement 'people-saving' 
measures that reduced the number of workers needed. 

Around the time of the oil crisis, I happened to give a lecture on labor saving, and later, 
looking at a summary of the lecture, the term 'personnel reduction' had been used 
instead of 'labor saving'. I realized that someone had hit the point, and I came to 
believe that personnel reduction was what would be needed from here on out.


Since production volume was going to decrease, it was necessary to perform 
production that had been conducted by seven workers with just six or even five 
workers. In other words, it was necessary to create and innovate facilities and 
equipment that could be operated by a small number of workers and manufacture 
products when production volumes decrease. 




Section 5. Expansion of Sales 
Systems in Japan and 

Development of Markets in 
Other Countries 

Item 1. Publica Dealerships (now Toyota Corolla 
Dealerships) Start Operations


Before it sold the first-generation Publica, Toyota adopted a policy of establishing a 
new sales channel just for the Publica, separate from its existing dealership channel, in 
order to establish a mass sales system for the model. Preparations began in the 
autumn of 1960.


The Publica was a full-fledged car for the masses, and achieving high sales volumes 
would require the establishment of dealerships in all regions. Toyota believed that an 
American-style dealership system that allowed for free competition among a large 
number of small dealers would be effective for achieving this and would be desirable 
for consumers. The Publica dealership establishment and operation policies adopted 
were as follows:


1. Local capital and personnel will be gathered.

2. The number of dealerships will be as high as possible and the scale kept small.

3. Multiple dealerships will be established in the large prefectures and a complete 

system of multiple dealerships selling the same vehicle series in the same region 
(same prefecture) will be adopted (the 'open territory' system).


4. Wholesale distribution will be on a cash-on-delivery basis.


There were many entrepreneurs in major cities who were interested in selling mass-
market cars, and establishment of Publica dealerships proceeded relatively smoothly. 
The establishment of dealerships in rural prefectures, however, did not always proceed 
as anticipated. As a result, when the Publica was launched at the end of June 1961, a 
total of 22 dealerships had been established: seven in Tokyo, five in Osaka, three in 



Aichi, two in Kanagawa, and one each in Kyoto, Kobe, Shizuoka, Hiroshima, and 
Kitakyushu. Also, nine Diesel dealerships decided to handle the Publica. All of these 
dealerships opened at the same time in June 1961. By June 1962, one year after the 
launch of the Publica, dealerships had been established in major regions, and the 
number of dealerships increased to 52.


Sales of the Publica, however, were slower than expected and did not achieve the 
targets of 3,000 units a month at the beginning of sales and 10,000 units a month in 
the near future. Sales failed to grow even at the start of the following year, barely 
exceeding 2,000 units in April and May, and monthly average sales for that year 
remained low at 1,600 units. Even though Toyota attempted to create an ideal sales 
network for a car designed for the general public, the cause of the sluggish sales was 
the failure to observe the gap between the ideal and actual market conditions.


Publica Nankai (now Toyota Corolla Nankai Co., Ltd.; 1961)



Toyota subsequently modified its initial policies concerning the establishment and 
operation of Publica dealerships. In February 1962, Toyota established the directly 
managed Publica Asahi (now Toyota Tokyo Corolla Co., Ltd.) in Tokyo. The 
establishment of this large, directly‐operated dealership meant a change in the small-
scale dealership format. In March of that year, the cash-on-delivery policy was 
loosened, and cash-on-delivery sales were gradually reduced and eventually a bill-of-
exchange model was adopted.


The timing was too early for a system of multiple dealerships selling the same vehicle 
series in the same sales region (the 'open territory' system). At that time in Japan, most 
sales were conducted by visits to the customer, and although efforts were put into 
sales under the open territory system, this led to an intensification of market 
competition and had a detrimental effect on the operation of dealerships.


People gathered at a Publica Dealership (Official launch of the 
Publica; 1961)



Later, preparations were made for the launch of the first-generation Corolla. In order to 
reinforce the network for sales of mass-market cars by the time of the Corolla launch, 
the gradually growing number of Publica dealerships was increased by 18 over the six 
months from April to October 1966, bringing the total to 86. The Corolla was 
simultaneously launched at the 86 nationwide Publica dealerships and two Diesel 
dealerships on November 5, 1966. A cumulative total of 1.3 million people came to 
dealer announcement events, opening the curtain on a new era of full-scale personal 
automobile ownership.


The Corolla sold by the Publica dealerships became a bestseller in the mass market. In 
1969, Publica dealerships changed their name to Toyota Corolla dealerships.


Publica Asahi (now Toyota Tokyo Corolla Co., Ltd.; 
1962)



Item 2. Toyota Auto Dealerships (now Netz Toyota 
Dealerships) Start Operations


Sales volumes at Publica dealerships increased sharply as a result of the higher Corolla 
sales. Until the launch of the Corolla, Publica dealers handled only the Publica, and in 
1965, average monthly sales were in the range of 8,000 units. Following the launch of 
the Corolla, however, sales volumes jumped as a result of its explosive popularity, and 
average monthly sales more than doubled to 18,000 units in 1967.


Toyota's sales plan for the Corolla anticipated that sales volumes would steadily 
increase. This rapid increase in pace, however, exceeded the ability of Publica 
dealerships to expand sales capacity, and Toyota decided to establish a new 
dealership chain to follow the Publica dealerships.


Temporary office used at time of founding Toyota Auto Kitami 
(now Netz Toyota Kitami Co., Ltd.; 1969)



The plans to establish a new dealership chain entered the preparations stage in June 
1967 when the launch schedule for the new Corolla Sprinter of the Corolla series (the 
Sprinter was later spun off from the Corolla series as the Toyota Sprinter) was set. The 
lessons learned from the Publica dealerships were put to good use and the basic 
policies for establishment of the new dealerships were as follows:


1. Local capital and personnel will be gathered. If human resources with automotive-
related experience cannot be recruited, personnel support from existing 
dealerships will be requested.


2. Two or more dealerships will be established in large prefectures, but in this case, 
the prefecture will be divided and the primary sales territories of each dealership 
determined to avoid unnecessary competition.


3. Initially, the new dealerships will sell the Corolla sedan and the Publica sedan in 
parallel with the Publica dealerships and will serve as the exclusive dealers for the 
Miniace. Also, when the Sprinter is launched, it will be added as an exclusive series 
of the new dealerships.


Preparations proceeded in accordance with these policies, and as a result of the active 
cooperation from dealers, decisions were made on approximately 20 dealerships in 
October of that year, and the first three began operations in November. Later, Toyota 
Auto dealerships were established at a rapid pace, and by the end of March 1968, 

Completion ceremony for Toyota Auto Gunma Head Office (now Netz 
Toyota Gunma Co., Ltd.; 1962)



there was a total of 43 Toyota Auto dealerships nationwide including Publica 
dealerships and dealerships affiliated with other companies that had switched. With the 
establishment of the Toyota Auto dealerships, Toyota now had two sales channels 
including the Publica dealerships (the name was changed to Toyota Corolla dealerships 
in 1969) for selling mass-market cars.


Item 3. The Advance of Knockdown Exports

In the 1960s, Japanese automakers became more positive about conducting business 
in other countries. Exports of Japanese automobiles increased from 35,000 units in 
1961 to 90,000 units in 1963, approaching the 100,000 unit level. It was under these 
circumstances that Toyota's annual exports exceeded 10,000 units for the first time in 
1961, and sentiment for full-scale exports became increasingly favorable.


At this time, most exports of Japanese automobiles were knockdown exports. These 
knockdown exports were an effort to secure market presence in response to the 
domestic production policies of importing countries. Toyota conducted knockdown 
exports to Mexico, South Africa, Australia, Thailand, the Philippines, and other 
countries.


Motor Assemblies, Ltd. assembly line (South Africa, c. 1962)



Complete-knockdown exports to Planta Reo de Mexico, S.A. began in 1960 but were 
terminated in March 1964 because of the Mexican government raising the domestic 
production rate as well as the bankruptcy of Planta Reo.


At that time, South Africa imposed restrictions on the import of completely built 
vehicles and encouraged the complete-knockdown format. In 1961, a distributor 
agreement was entered into with trading company Toyopet Commercials (Pty.) Ltd., 
and the following year complete-knockdown exports of the Stout (RK45) began 
through the company for assembly by Motor Assemblies, Ltd., a local assembly 
company. Toyota leaped into the top ranks of the South African small-truck market in 
1963 when the Corona pickup (RT26) was added.


In Australia, a distributor agreement was signed with Thiess Sales Pty. Ltd. in February 
1961 and exports of trucks and the Land Cruiser began. Shortly after that, however, 
shifting to local production became a significant issue, so Toyota searched for a 
distributor that could locally assembled passenger cars. At that time, Australian Motor 
Industries Ltd. (AMI) was conducting local assembly of Triumph and Mercedes-Benz 
vehicles, but the Triumph vehicles were not selling well and the company was looking 
to replace them with a new compact passenger car.


The first new Corona in Australia (1965)



The Toyota Tiara (the export name of the Corona) adequately met AMI's requirements, 
and following negotiations with AMI, an assembly and sales agreement for the Tiara 
was signed in November 1962, and complete-knockdown exports began the following 
year.


With respect to trucks, Thiess Sales continued to handle assembly and sales. With the 
addition of passenger cars, Toyota's exports to Australia increased from 651 units in 
1962 to 4,339 units in 1963, and Australia became Toyota's largest export market. With 
the later addition of the Crown and the Toyota 700 (the export name of the Publica), 
Australia maintained its position as Toyota's largest export market until 1965. Toyota 
Motor Co., Ltd. established a representative office in Melbourne in July 1963 and 
worked to reinforce its sales support systems.


In June 1966, the Australian government implemented a domestic production 
measures that reduced local content requirements for small volume manufacturers. 
Toyota introduced the Corona under a 60 percent domestic production plan based on 
these measures and made up the portion in excess of the quota through exports from 
Australia of completely built vehicles. The Crown was added to the approach in 1967, 
and the Corolla was added in 1968. Australia's adopting such an active domestic 
production policy while having a flexible approach to exporting completely built 
vehicles allowed Toyota to supplant Volkswagen as the top imported brand in 1967. 
This was a first for Toyota in a major market outside Japan.


The first new Corona in Thailand (1965)



In Asia at that time, Thailand was a leading market, and Toyota Motor Thailand Co., 
Ltd. (TMT) was established in 1962 by joint investment by Toyota Motor Co., Ltd. and 
Toyota Motor Sales, Co., Ltd.3 Toyota began complete-knockdown exports to TMT in 
1963. Complete-knockdown exports to Delta Motor Corporation in the Philippines also 
began in 1963.


In addition to Mexico, complete-knockdown exports to Latin American countries were 
steadily started, including Venezuela in 1962, Uruguay in 1963, and Peru, Costa Rica, 
and Trinidad and Tobago in the late 1960s.


Item 4. Exports of Completely-Built Vehicles

Exports to Scandinavia began with a sample shipment of two Tiaras to Finland in June 
1962, marking the start of Toyota's advance into Europe, but nothing went beyond the 
sample shipment.


The trigger of a full-scale entry by Toyota vehicles into European markets was the ninth 
Tokyo Motor Show held in October of that year. President W. Krohn of Erla Auto Import 
A/S, a Danish dealer of imported vehicles, was in Japan and noticed the Crown (RS40) 
that was on display at the show. He had a feeling that the subdued styling of the Crown 
would suit European tastes and decided to obtain exclusive sales rights for the Crown 
in Denmark. President Krohn exhibited the Crown in three major cities in Denmark in 
December of that year and generated a tremendous reaction.


A distributor agreement was concluded with Erla Auto Import in May 1963, and full-
scale exports to the European market began with the loading on a ship of 190 Crowns.


The start of exports to Denmark led to a distributor agreement being signed with 
Louwman & Parqui B.V. of the Netherlands in May 1964, marking the start of Toyota's 
entrance into mainland Europe. Initially, Erla Auto Import was also responsible for sales 
in Sweden and Norway, but local distributors were later established in these countries.


In 1966, Toyota used non-automobile producing countries such as Belgium and 
Switzerland as footholds to establish sales bases in automobile-producing countries 
including the United Kingdom, France, and West Germany. Complete-knockdown 
production of Toyota vehicles in Europe was commenced by Portugal-based Salvador 
Caetano I.M.V.T., S.A. in 1968.




With the strengthening of its foundations for sales in Europe in the late 1960s, Toyota's 
sales grew rapidly. At the time, Japanese vehicles were at a price disadvantage 
because of the freight charges for the long transport distances and customs duties, but 
they offered the advantages of including a lot of equipment as standard and incurring 
few breakdowns, which meant that maintenance costs were low, and as a result, the 
competitiveness of Japanese vehicles steadily increased. As exports to Europe gained 
momentum, a representative office was established in Brussels, Belgium in August 
1970 to gather information on automotive-related laws and regulations in each country 
and to conduct development of products suited for European markets.


As for Canada, export to the country did not make much headway due to the 
specifications required for the harsh, cold climate, as well as the imposition of high 
import duties. Finally in 1965, exports of the Crown, Publica, and Land Cruiser began, 
with Canadian Motor Industries as the distributor. Specifications for the extreme cold, 
however, were not adopted, and sales were extremely poor.


Erla Auto Import A/S (Denmark)



Cold-weather test site (Cochrane, Canada)

Louwman & Parqui B.V. (Netherlands)



In order to develop products suitable for Canada's harsh climactic conditions, Toyota 
conducted repeated testing in cold weather regions. In February 1967, a cold-weather 
region test team comprising two Corollas and one Corona crossed the snow-covered 
Canadian continent from west to east, driving in extremely cold conditions with 
temperatures as low as minus 30 degrees centigrade. This experience was put to use 
in improving vehicles for Canada and Scandinavia. Cold-weather testing has been 
conducted in Canada every year since test sites were established in Wawa and 
Cochrane in Ontario Province in 1973.


By improving products based on these harsh cold-weather tests and developing sales 
networks, exports to Canada increased from 2,000 units in 1967 to 29,000 units in 
1970. 


Item 5. Exports to the United States

The challenging circumstances at the time of the establishment of Toyota Motor Sales, 
U.S.A., Inc. (TMS) are explained in Part 1 Chapter 2.


Under those circumstances, large-scale exports to the United States of the model 
RT43L Corona began in 1966. Toyota conducted careful and repeated investigations of 
the engine and pricing for the introduction of the Corona to the U.S. market. In 
consideration of continuous high-speed driving, a 1,900 cc engine with power to spare 
was selected, and the first U.S.-import vehicle equipped with an automatic 
transmission was offered. Concerning the price, the Corona included ample equipment 
and was priced at 1,860 U.S. dollars, roughly midway between American cars (which 
cost 2,000 U.S. dollars or more) and European cars (which were priced at about 1,600 
U.S. dollars).


At that time, second cars were becoming more common in America, and the RT43L 
Corona was well-received as such a purchase. With the introduction of the Corona, 
exports to the United States rose sharply from approximately 4,000 units in 1964 to 
26,000 units in 1967. At the same time, exports shifted from only Land Cruisers to 
mainly passenger cars. In this way, passenger car exports to the United States 
increased rapidly, and the United States became Toyota's largest export destination in 
1966.




What caused exports to the United States to truly bear fruit on the foundations created 
by the Corona was the Corolla, exports of which began in 1968. As a result, Toyota 
exports to the United States jumped from 98,000 units in 1968 to 155,000 units in 1969 
and Toyota became the second-largest import-car brand in the United States that year. 

A Corona on a freeway in the U.S.



Exports to the United States continued to grow, reaching 216,000 units in 1970 and 
404,000 units in 1971.


One factor that supported exports to the United States was the development and 
expansion of the sales network. When the Corona was introduced to the U.S. market, 
the Land Cruiser sales network emphasized rural and mountainous areas, and as a 
result, it was necessary to begin making the transition to a passenger car sales 
network centered in urban areas. Initially, TMS had to begin with parallel sales of 
Toyota vehicles by dealers that handled other brands too, but as the strong 
performance of the Corona became known, exclusive dealerships increased.


In February 1967, TMS constructed a headquarters building in Torrance, south of Los 
Angeles, solidifying its base of operations for the U.S. market. The number of dealers 
also grew from 334 in 1965 to 719 in 1967 and 951 in 1973.


In this way, Japanese automobiles were vigorously exported to overseas markets in the 
late 1960s and they became a common sight in countries around the world. Toyota too 
increased export volumes, particularly of passenger cars such as the Corolla, Celica, 
and Corona as well as commercial vehicles such as the Hilux, mainly through the 
overseas bases that it steadily established. The export volume surpassed 100,000 
units in 1966 and grew steadily to 280,000 units in 1968 and 480,000 units in 1970. In a 

New company building for Toyota Motor Sales, U.S.A., Inc. (1967)



divergence from the past, exports to motorized countries such as the United States 
and European countries grew, accounting for the bulk of Toyota's exports.


To expand export launching points, the Nagoya Toyota Wharf (now the Meiko Center) 
was constructed in Chita-gun, Aichi Prefecture in July 1967. Also, the Toyota Maru No. 
1 car carrier was put into service in November 1968 to supplement the charter ships 
that had been used until then. Export structures using special-purpose ships were 
further developed in conjunction with rising export volumes.


Toyota Maru No. 1 (1968)





Chapter 2. Satisfying Public Need 

Section 1. Response to Recall 
Problems 

Item 1. Recall Problems Emerge

The Japanese economy grew rapidly from the 1960s to 1970s, becoming by 1968 the 
second largest economy in the world after the United States by gross national product. 
The dream of a “prosperous society” became a reality as the quality of life for everyday 
Japanese people also dramatically improved. In the latter half of 1960s, the 3Cs-a car, 
a color television, and a cooler (air conditioning)-replaced the black-and-white 
television, the refrigerator, and the washing machine as the three must-have appliances 
and quickly became popular at households all across Japan. Meanwhile, consumer 
values, which had hitherto placed a high priority on growth, also underwent change as 
rising consumer prices, pollution, and a variety of problems associated with 
urbanization emerged.


As motorization progressed and the automobile worked its way into the lives of people 
everywhere, traffic accidents, congestion, and deterioration of the living environment 
gave way to a public reassessment of the automobile.


An increase in the number of traffic accidents was becoming a problem in the United 
States as well. In his 1965 book Unsafe at Any Speed, attorney Ralph Nader criticized 
the notion that traffic accidents were primarily caused by the careless and unlawful 
behavior of drivers, citing numerous rollover accidents involving Corvair by General 
Motors Corporation (now General Motors Company), and asserted that safe car design 
should be held most-responsible for preventing accidents. He drew particular attention 
to the dangers of the second impact, in which the occupants of a vehicle collide with 
some part of their vehicle from the inside during an accident, and stressed the need for 
measures to deal with it.


Nader's book helped stoke public demand for better automotive safety in the United 
States, leading to the passage of the National Traffic and Motor Vehicle Safety Act in 
September 1966, and, in turn, the creation of the recall system. The new law required 



automakers to report structural defects found in their vehicles to the U.S. Department 
of Commerce's National Traffic Safety Agency, notify car owners, and repair the 
defects or take other corrective actions.


Japan, meanwhile, had an inspection system that required vehicles to undergo a 
scheduled maintenance check every six months and an inspection once every two 
years (one year for trucks), meaning that all vehicles on the road were regularly 
inspected. As automakers never expected vehicles in the market or in use to have 
major defects, it was common practice for automakers, when discovering a defect, to 
notify car owners directly so they could have their vehicles fixed.


On June 1, 1969, the Asahi Shimbun ran an article titled "Why Are Japanese 
Carmakers Hiding Defects? - U.S. Newspapers Criticize Nissan, Toyota" at the top of 
its city news page. The article followed a story in The New York Times that stated 
Japanese and European automakers, when faced with recall problems in the United 

The 3Cs become the objects of desire for the Japanese people 
(Mainichi Graph, June 1966 issue; Published by The Mainichi 
Newspapers)



States, were following their own methods to recall and repair defected vehicles, 
without publicly announcing a recall. The story cited brake failure in the Toyota Corona 
and fuel leaks in the Nissan Bluebird as specific examples.2 The article galvanized the 
public to seek disclosure from the automotive industry, resulting in a string of recalls.


Japan's Ministry of Transport (now the Ministry of Land, Infrastructure, Transport and 
Tourism) realized the importance of the situation and asked Toyota Motor Co., Ltd. and 
Nissan Motor Company to explain their circumstances. It also issued a notice to 
automotive companies instructing them to perform comprehensive inspections of 
vehicles already sold. On June 9, the Executive Committee of the Japan Automotive 
Manufacturers Association, Inc. (JAMA) resolved to use new organizations as 
necessary to inform users about defects, in addition to the conventional methods. On 
June 11, the companies reported the details of defective vehicles and recall methods 
to the Ministry of Transport, and on June 12 placed newspaper advertisements about 
the recalled vehicles. The Ministry of Transport, meanwhile, used the companies' 
reports to publish a list of vehicles recalled by the 12 member companies of JAMA on 
June 16.


To establish a recall system in Japan, in August 1969 the Ministry of Transport 
amended its regulations governing vehicle-type designations and outlined procedures 
in the case of defects arising from design or production, requiring automakers to 
publicize information on recalled vehicles.


The recall problem was a major test for the automotive industry, which had been 
growing steadily until then. As consumer activism gained momentum, companies in the 
automotive industry acquired a renewed awareness of the significance of automotive 
safety and quality problems and reaffirmed their understanding that the automotive 
industry has a broad impact on society and daily living, not just in the economic sense.


Item 2. A Swift Response

In June 1969, when the automotive industry was beginning to face strict public 
scrutiny, Toyota Motor Co., Ltd. President Eiji Toyoda delivered a speech to the 
company titled, "To All Toyota Employees: Take a Valuable Lesson from the Recall 
Problems." In it, he called on employees to revisit Toyota's basic philosophy on quality 
and think hard about how to derive valuable lessons from the recall problems. The 
president's speech was published in a company newsletter the following month.




I apologize for the intense concern the recall problems have caused all of 
you, our hardworking employees. 

I will not delve into what the media is saying, or our own account of the 
matter, as you already know those details fully well. However, there are 
two key points I would like to reiterate. The first is that we have adhered to 
the founding philosophy of Toyota to make cars available for everyone, 
and to this day put the customer first in all things. And the second is that 
we have worked day and night to deliver ever-higher quality and ever-
lower prices in accordance with our motto, 'Good Thinking, Good 
Products'. 

Toyota's technologies have grown to the point where they now surpass 
global standards. This is stunning progress when you consider how we 
started. I am not saying, however, that we should be complacent. Cars are 
used today by countless people in a myriad of environments, and we must 
endeavor to create even safer, more complete cars. 

In that sense, the recent recall problems can be considered a valuable 
lesson. I would like everyone to think seriously about how to address 
these problems and how we can benefit from them. 

I want everyone to make the most of this valuable experience in their own 
position and capacity. That is to say, I want managers to take full 
consideration of quality cost, supervisors to once again review key 
aspects of work tasks, and individual employees to be aware of the fact 
that your work is closely connected to the world. With great courage and 
confidence and the carefulness required to leave not a single screw 
untightened, I want us all to move forward and aspire to become 'Global 
Toyota'. 

Toyota Shimbun (an in-house Japanese-language publication), No. 814 
(July 5, 1969) 

Executive Vice President Shoichi Saito, chairman of a newly established special recall 
committee1, issued "Special Instructions on Automotive Safety" on June 17. The 



All-Toyota advertisement for free preventive inspections during the 
summer



instructions were extensive, encompassing everything from the verification of 
information from the marketplace and checks for irregularities in production processes 
to process control and strict inspections, and also included the creation and 
implementation of plans for necessary safety measures. From late June to early July, all 
Toyota-related entities, including suppliers, performed comprehensive inspections.


Based on the results of the inspections, Toyota expanded its definition of safety-related 
parts2, and implemented safety measures in each department. The Engineering Group 
decided to mark drawings of all safety-related parts with an "S" and to put special 
priority in making sure quality was in place. It also sought to further improve its 
reliability testing by developing design standards for safety-related parts and by 
expanding its test facilities.


In production preparation, the capabilities within each process were reinforced and 
poka-yoke (mistake-proofing) measures were implemented wherever possible. The 
production divisions designated certain processes as critical to safety, adopted a 
worker registration system, developed work and other quality standards and launched 

All-Toyota advertisement for free preventive inspections during the 
summer



an initiative to eliminate defects. The Purchasing Group inspected processes critical to 
safety at suppliers and increased its guidance of secondary suppliers.


Item 3. New Initiatives for Quality Improvement

Resolving to do more to address safety, pollution and other issues, at the beginning of 
1970 Toyota Motor Co., Ltd. added "Be aware of the public nature of the automotive 
industry and contribute to the welfare of society" as the fourth item in its basic 
corporate policy. 
27

 1970 Basic Corporate Policy
27

1. Harness resources in and outside the company to grow and become a Global Toyota

2. Practice 'Good Thinking, Good Products' at all times to raise the reputation of Toyota as a maker of 

quality products

3. Establish mass production systems, achieve low prices, and contribute to the growth of the 

Japanese economy

4. Be aware of the public nature of the automotive industry and contribute to the welfare of society

Note: Items 1 through 3 were formulated in fiscal 1963 (ended June 1964). Item 4 was added in fiscal 
1970 (ended June 1971).

An evaluation by the Deming Prize Committee (September 1970)



In light of the results of the previous year's comprehensive inspections, in February 
1970 Toyota restored its Inspection and Improvement Department and established a 
new Inspection Division for each plant. It also set up a committee of automotive safety 
experts as a subcommittee to the Inspection and Improvement Conference, as it aimed 
to continue building systems for technological development, management, and other 
functions.


That April, Toyota focused its fiscal 1970 (ended June 1971) Zero Defects Campaign  28

on eliminating and preventing the recurrence of defects related to automobile safety, a 
continuation of efforts in the latter half of fiscal 1969 (ended June 1970). It also 
expanded the initiative beyond plants to include all of its operations: purchasing, sales, 
quality assurance, engineering, and production engineering. It increased the number of 

The Zero Defects Campaign was tailored to each department and implemented in the two months from 28

November through December 1967. It became a major stimulus to QC Circle activities and was adopted 
in the 1968 corporate policy and continued thereafter as a company initiative.

An evaluation by the Deming Prize Committee (September 1970)



issues for its QC Circles (Quality Control Circles) to address in eliminating defects, 
turning QC Circles into a central force in the movement to eliminate defects throughout 
the company.


In December 1970, Toyota commenced operation of its Dynamic Assurance System 
(DAS), the development of which had been decided in the previous year. DAS was 
designed not only to calculate the cost of addressing claims using claim data from 
Japan and overseas, but also use such data to evaluate quality problems from a 

Japan Quality Medal



technical standpoint and effectively implement quality assurance activities. It was at 
this point that Toyota's quality assurance system made sweeping strides forward.


In its corporate policy for fiscal 1970 (ended June 1971), Toyota set out to again win 
the Deming Prize, and the board of directors at its April 1970 meeting instituted 
policies to make the company's bid successful.  The directors' aim was to pave the 29

way to future growth by revamping quality management systems and methods. Full-
fledged preparations began in May with the establishment of a TQC standing 
committee comprised of representatives from each function and department and 
chaired by Senior Managing Director Shoichiro Toyoda.


Around this time, the Union of Japanese Scientists and Engineers (JUSE) decided to 
create the Japan Quality Medal, a new prize that would be awarded to companies 
deemed excellent under Deming Prize standards. In September 1970, a panel of JUSE 
judges visited Toyota and for two days examined each plant and each department of 
Toyota Motor Co., Ltd.'s Head Office. During the examinations, Toyota explained to the 
judges its progress in developing quality assurance systems that involved suppliers 
and in implementing rigorous measures to promote automotive safety and reduce 
pollution.


The judges concluded that Toyota had achieved visible results in maintaining and 
improving quality through its promotion of company-wide initiatives. They outlined 
Toyota's achievements as follows.

1. Toyota has further improved control activities in each department by building on 

efforts made when it was first awarded the Deming Prize.

2. Partnerships with Hino Motors, Ltd. and Daihatsu Motor Co., Ltd. have further 

strengthened group-wide activities

3. The Zero Defects Campaign has stimulated QC Circle activities, yielding great 

results.


The fourth item under measures (priority measures to be implemented over a three-to-five-year period 29

in line with long-term targets) outlined in the corporate policy for fiscal 1970 (ended June 1971) 
mentioned efforts related to the Deming Prize as follows:

4. Establish more streamlined, efficient management: Our various management systems and the quality 
of their performance are not entirely satisfactory given the recent rapid growth in the scale of our 
operations, size of our workforce, number of facilities, and so forth. This year we will apply again for the 
Deming Prize, and we will use our application as an opportunity to revamp our management methods 
and pursue greater simplicity and efficiency in management.



Item 4. Creation of the Toyota Quality Control Award

As mentioned previously, Toyota was awarded the Deming Prize in 1965. The next year, 
Toyota established a Purchasing Administration Division to promote TQC activities 
involving all of its operations-including those of suppliers-and commenced to 
communicate the knowledge and experience it gained through winning the Deming 
Prize to its affiliates and suppliers. The 11-member QC Committee1 performed a 
central role in implementing QC measures at affiliates, producing steady results 
through its goal of having each company win a Deming Prize.


In September 1969 Toyota created the Toyota Quality Control Award based on a 
suggestion from Executive Vice President Shuji Ono, with the aim of having TQC 
activities take root even among Toyota suppliers.


Its name stemming from a creative twist in the reading of TQC (Total Quality Control) to 
Toyota Quality Control, the award was created with an aim to further promote quality 
control among all Toyota-related entities by adopting and expanding on the spirit of 
TQC in Toyota fashion.


Evaluation for the Toyota Quality Control Prize



An award for excellence was conferred on member companies of Kyohokai and 
Seihokai (later merged with Eihokai), excluding certain publicly listed companies, that 
had shown exemplary results in the area of business management improvement. Also, 
an award for outstanding achievement was conferred on companies that showed 
promise toward achieving exemplary results in the area of business management 
improvement.


Initially, the outstanding achievement award assessed companies in three categories-
corporate policy, quality assurance, and productivity improvement-while the award for 
excellence assessed companies on their progress in implementing these and one more 
category: long-term business policy. In 1971, two more categories were added to both 
awards: cost control and technology development (only for specialized manufacturers).


Plaque for a recipient of the Quality Control Prize (Kojima 
Press Industry; 1970)



The first company to undergo evaluation was Kojima Press Industry Co., Ltd. in June 
1970. Executive Vice President Shoichi Saito chaired the panel of judges. From July 
began evaluations of Futaba Industrial Co., MTP Kasei Co., Ltd. and Pacific Industrial 
Co., Ltd., all of which received the award for excellence that year. All of the companies 
that went through this evaluation process made substantial improvements not only in 
quality control but also in business management in general.


The introduction of this award program was a major motivation for Toyota suppliers, as 
the recall problem had intensified their interest in quality assurance and as anticipation 
of future capital liberalization heightened their desire to streamline management.


Years later, in September 1977, Toyota convened a meeting of representatives from the 
12 companies that so far had won the Toyota Quality Control Award. At the meeting, 

The 1st Toyota Quality Control Prize (Kyoho News, August 20, 1970 
issue)



held at the Toyota Kuragaike Commemorative Hall, Executive Vice President Shoichiro 
Toyoda addressed the representatives as follows, explaining that the TQC Award had 
done much to strengthen the Toyota Group.


Efforts to improve company health for the Toyota Quality Control Award have, I believe, 
been instrumental in strengthening the Toyota Group. They have not only led to 
substantial progress in areas ranging anywhere from quality assurance and cost control 
to productivity improvement and technology development, but they have also, by 
uniting the group under the same banner, produced intangible results, including greater 
harmony between management and all our employees. It appears that many 
companies are making practical improvements to their business health based on the 
inspiration they have received from companies that have already won the award.




Section 2. Response to Increase 
in Traffic Accidents 

Item 1. Road Safety Issues and Toyota Traffic 
Environment Committee Initiatives

The motorization of Japan accelerated at a rapid pace in the 1960s, and it became 
clear that automobiles were playing a major role in the development of the Japanese 
economy and in improving the lifestyle of the Japanese. In 1967, the number of 
vehicles owned in Japan passed 10 million. It was around this time that road 
congestion and traffic accidents began increasing, with approximately 720,000 
accidents in 1969, and in 1970 a record 16,765 people were killed on the roads. Traffic 
safety came under the spotlight as an increasing social problem.


At a meeting of managing directors in January 1968, Toyota Motor Co., Ltd. President 
Eiji Toyoda issued a directive to members to "develop positive attitudes toward cars, 
and work toward the development of society". Based on that order, the Toyota Traffic 
Environment Committee was established in April that year and worked to improve and 
provide proposals on a range of issues regarding the vehicle-usage environment. 
Chaired by Executive Vice President Shoichi Saito, the committee held its first meeting 
that month to determine the future direction of activities.


As an urban transport initiative, the company donated automatic induction coordinated 
traffic lights to the Aichi Prefectural Police Department in 1968, the committee's first 
year. Toyota also donated a wide-area traffic control system for Tokyo's Ginza area to 
Tokyo's Metropolitan Police Department. Under this system, traffic lights, which had 
previously been controlled at each intersection, were controlled as rows and 
furthermore as a grid. The system had been studied by the National Police Agency and 
the Metropolitan Police Department since 1964. This donation marked the first time a 
wide-area traffic control system was introduced in practice. Traffic control rapidly 
moved from conventional point control systems to the new wide-area control systems, 
and it became clear that the new systems were effective not only in easing congestion 
but also in reducing accidents and pollution.




Additionally, in 1973 the committee issued a report titled "Cities and Traffic" that 
detailed Tokyo's traffic problem, measures toward improvement, and examples of 
success from other countries. Based on the report, Toyota produced "Traffic in Cities 
Around the World-A Three-part Series", a three-part film on traffic in major cities 
around the globe. The film offered objective advice on Japan's traffic problem, and 
garnered the attention of the ruling administration, government agencies, local 
governments, and academics.


On the issue of traffic safety, during the committee's first year in 1968 the company 
launched a children's traffic safety campaign, targeting 3.5 million nursery school and 
kindergarten students nationwide. Toyota has continued to conduct traffic safety 
campaigns on an annual basis, and works with communities to prevent road accidents. 
The company has conducted research into the psychology and behavior patterns of 
young children. In order to prevent careless mistakes that could lead to accidents, 
Toyota created safety picture books that were distributed to nursery schools and 

A report titled "Cities and Traffic" released in 1973



kindergartens as  teaching materials for safety education. This long-term awareness 
campaign continues today.


In addition, to make safety measures more specific and effective, Toyota believed that 
investigation and analysis from an overall perspective of the people, vehicles, and 
environment involved in traffic accidents was necessary, and conducted a study into 
traffic accidents that occurred in Toyota City. Over a two-month period from April 1971, 
the company performed an investigation into accidents with cooperation from the 
Toyota City Police Department, and summarized the findings in a report entitled "The 
Road to Traffic Safety".


The Toyota Traffic Environment Committee continued a broad range of research and 
awareness promotion initiatives. Senior Managing Director Shigenobu Yamamoto, who 
had assumed the role of chairman in 1973, emphasized the importance of tackling and 
addressing a broad range of motoring issues as follows:


It is important that we tackle and address a wide range of traffic related 
issues. Although safety issues, congestion problems and air pollution have 
become a problem affecting cities worldwide, a single manufacturer 
cannot solve these problems alone. These issues must be addressed by 
the government and local authorities, and we are providing the reference 
materials to support them. The most critical issue is how to turn the vision 
of a rich and developed transportation system into practical actions. I 
believe our initiatives will focus on this area in the future. 

Item 2. Tightening of Vehicle Safety Standards in 
Japan and Overseas

As outlined in section 1, in 1966 the United States enacted the National Traffic and 
Motor Vehicle Safety Act. Based on this law, Federal Motor Vehicle Safety Standards 
(FMMVS) consisting of 20 items were promulgated in 1967, and brought into force in 
January 1968, the following year. The FMVSS established rules for vehicle safety.


Due to this development, all vehicles exported to the United States were required to 
meet the 20 items set out in the FMVSS, including seatbelts for all occupants, energy-
absorbing steering column1, restrictions how far the steering wheel can extend into the 



cabin in a collision, as well as restrictions governing instrument panels, seatbacks, sun 
visors, armrests, interior shock-absorbing door-covering materials, etc. FMVSS were 
expanded and tightened in subsequent years.


In response to the 1967 decision by the United States to introduce FMVSS, in February 
1968 Japan's Ministry of Transport (now the Ministry of Land, Infrastructure, Transport 
and Tourism) announced the introduction of Motor Vehicle Safety Standards. In July 
that year the Safety Standards for Road Trucking Vehicles set by the Ministry of 
Transport were revised to tighten regulations of 12 safety related items.2 The revised 
Safety Standards for Road Trucking Vehicles came into effect in April the following 
year.


Furthermore, in September 1972 the Transport Policy Council, an advisory body to the 
minister of transport, released a report entitled "Engineering Policy for Vehicle Safety-
Targets for Improvement of Vehicle Safety Standards".


This report was based on analysis of the results of accident studies conducted by the 
Metropolitan Police Department, the Japan Highway Public Corporation, and the 
Society of Automotive Engineers of Japan, as well as findings from a study of overseas 
countries' vehicle safety standards. The report addressed safety measures from the 
key perspective of vehicle structure. Three basic countermeasures were proposed-
accident prevention measures (visual characteristics, operational characteristics, etc.), 
damage-reduction measures (occupant protection, pedestrian protection, vehicle body, 
etc.), and fire prevention measures. Based on this report, the Ministry of Transport 
determined specific safety standards, and in 1973 the Safety Standards for Road 
Trucking Vehicles were revised to tighten safety regulations.


Item 3. Development of Vehicle Safety Technologies

In the latter half of the 1960s, against a backdrop of worldwide tightening of vehicle 
safety regulations, Toyota proactively worked to develop vehicle safety technology. 
Vehicle safety is broadly divided into two types-passive safety (collision safety), which 
aims to protect occupants during a major collision, and active safety (preventive 
safety), which focuses on preventing accidents.


For passive safety, Toyota's redesigned Crown (MS50) released in September 1967 
fulfilled all 20 items of the aforementioned U.S. FMVSS, such as having an energy-



absorbing steering column, for vehicles exported to the United States. At the same 
time, Toyota introduced a range of new voluntary safety features to its Japan-market 
models, such as measures to prevent the steering system from being pushed into the 
cabin during a collision, and breakaway mirrors.


To prevent occupants from being thrown from the vehicle during a crash, the company 
developed a method of attaching the window panes directly to the vehicle body. This 
technology was adopted in the Crown model in 1971. A single-piece instrument panel 
with improved energy-absorbing ability was also developed jointly with partner 
companies, and incorporated in the Corona (RT100) and then in the Corolla and Crown 
models from 1973.


To improve seatbelt performance, the company developed the Emergency Locking 
Retractor seatbelt which allows occupants freedom of movement but which locks 
instantly during a crash to hold occupants in place. This seatbelt system was fitted in 
vehicles exported to the United States in 1973.


Official launch of the new Crown (Nippon Budokan, 1967)



Energy-absorbing steering

Single-piece instrument panel



For active safety, the reliability of the braking system was a critical factor. The 
development of Japan's expressway network increased the need to decelerate 
vehicles safely at high speeds, resulting in an urgent demand for disc brakes. Toyota 
began fitting disc brakes on Crown and Corolla models with sports specifications in 
1965, and expanded this technology to other vehicles.


Toyota also incorporated tandem master cylinders in its Corona and Corolla models for 
sale in the United States from January 1968, and in the Corona Mark II (RT60) for sale 
in Japan from September that year, improving the reliability of braking system 
operation.


As a precursor to anti-skid systems, electronic skid control (ESC) was included as an 
option in Crown models (MS60, MS70) from February 1971 and gradually expanded to 
other models.


To develop vehicle safety technology and apply it to practical use, Toyota's safety 
related organizational structures and facilities were rapidly expanded and enhanced. In 
May 1966, the Safety Evaluation Section was split off from the functions of the Vehicle 
Maintenance Section in Engineering Department No. 2 to become a standalone unit. 
The following year in 1967, a crash testing facility was completed at Toyota Motor Co., 
Ltd.'s Head Office test course, along with an interior testing facility for vehicle safety, 
and in October that year an impact sled5 was introduced. Around the same time, a 
project general manager in charge of safety was instated in the Product Planning 
Department to oversee development of vehicle safety technology.6 Toyota took a range 
of positive steps to improve the safety of its vehicles.


Item 4. Development of the Toyota ESV

The rise in traffic accidents was also becoming a serious problem outside Japan. 
Against this backdrop, in February 1970 the U.S. Department of Transportation 
advocated the development of experimental safety vehicle (ESVs) to conduct research 
in order to improve vehicle safety to the absolute maximum and improve safety related 
technological standards.


At the time, approximately 60 percent of people killed in automotive accidents in the 
United States were vehicle occupants. Automotive safety, particularly occupant safety, 



had become a major issue, and the proposed ESV development plan aimed to study 
and improve vehicle safety in order to protect occupants and help drivers avoid risks.


The U.S. government called on the Japanese and West German governments to 
cooperate in ESV development. In November 1970, the United States and Japan 
exchanged memorandums on ESV development, and Japan formally agreed to take 
part in the ESV project. It was agreed that the United States would develop a 4,000-
pound (approximately 1,800-kilogram) ESV, while other participant countries, including 
Japan, would develop a 2,000-pound (approximately 900-kilogram) ESV.1Automakers 
in the United States, Japan, West Germany and other countries devoted their cutting-
edge technology to ESV development.


In May 1971, the Japanese government finalized the specifications for Japan's ESV, 
based on U.S. ESV specifications, and recruited automakers to work on development. 
The Japanese specifications for the ESV included shock-absorption ability sufficient to 

Public pole impact test for the Toyota ESV (Japan Automobile 
Research Institute, Yatabe-machi, Ibaraki Prefecture, November 1973)



protect the life of all occupants in a collision at 80 kilometers per hour, ensuring a "life-
saving" space within the cabin, and preventing occupants from being thrown from the 
vehicle.


Toyota applied to participate in development of the 2,000-pound (approximately 900-
kilogram) ESV in June that year. In joining the project, the company hoped to actively 
contribute to accident prevention, and to gain the technical capability to respond to 
future changes in safety standards.


Development of the Toyota ESV began in February 1971. In addition to the body and 
brakes, the departments responsible for the vehicle outfitting2 chassis, and drive 
mechanisms worked together closely, and Nippondenso Co., Ltd. (now Denso 
Corporation) and Aisin Seiki Co., Ltd. also cooperated with development. Following 
advanced development and the first and second prototype stages, Toyota's ESV was 
completed in June 1973, in line with specifications. From September through to the 
end of December, a total of 10 vehicles were delivered to the Japanese government. 

Toyota ESV-2 (The 19th Tokyo Motor Show 1972)



These ESVs underwent performance testing based on Japanese ESV specifications, 
with testing of all items completed in March 1974.


In order to absorb the massive energy from a frontal collision at 80 kilometers per hour, 
Toyota's ESV employed an S-shaped frame at its front.


In addition, creating the quarter pillar with an almost vertical configuration minimized 
the pillar's penetration into the vehicle cabin during a crash. To protect occupants 
during a side-on collision, the side construction also featured a rigid beam on the 
exterior, and on the interior the door trim offered protection to occupants.


Furthermore, in order to secure occupants in place during a crash, the vehicle featured 
a passive lap belt that fitted automatically when occupants were seated, as well as an 
airbag device, which inflated on impact after determining a collision was imminent to 
protect occupants from secondary collisions. Several new types of systems were 
developed, with both the front and rear wheels dually fitted with disc brakes and ESC, 
aiming for the optimum in braking performance.


The Toyota ESV-2, the result of making practical improvements to the first-prototype 
Toyota ESV-1, was exhibited at the 19th Tokyo Motor Show in November 1972. 
Toyota's group-wide effort to research and develop vehicle safety technology gained 
widespread attention.


Although the ESV was completed as a test vehicle, cost and productivity were not 
factored into the development. However, Toyota proactively incorporated the safety 
technologies gained during ESV development into its mass produced vehicles 
wherever possible. Of these, the redesigned Corona (RT100) released in August 1973 
featured several new safety technologies, fusing the concept and technologies of the 
Toyota ESV with mass production. Structural features, including a large shock-
absorbing bumper, a large single-piece plastic instrument panel, and an energy-
absorbing steering column, were developed and employed in the model. The Corona 
also featured the "OK Monitor", developed as an active safety device.


These safety features won acclaim from the market, propelling the Corona to the 
position of best-selling compact size car for 35 consecutive months from December 
1973 to October 1976.




Corona Model RT100 (August 1973)

OK monitor



Item 5. Research and Development of a 
Comprehensive Automobile Traffic Control System

In January 1973, as part of the Big Technology Development Project run by the Agency 
of Industrial Science and Technology of Japan's Ministry of International Trade and 
Industry (now the Ministry of Economy, Trade and Industry), a plan to research and 
develop comprehensive automobile traffic control technologies was announced. The 
sought-after technologies formed a major project that aimed at easing traffic 
congestion in large cities through the application of a full-scale traffic control system 
that combined several functions. The system would come to feature transmitters fitted 
to individual vehicles, allowing one-way and two-way communication with the 
infrastructure for guiding each vehicle along an optimum route.


Comprehensive Automobile Traffic Control System (Central Control 
Room)



This was a vehicle-based attempt to relieve urban traffic problems, and Toyota applied 
to participate based on the belief that development of this system was part of the 
company's social responsibility, and also because the project was a chance to utilize 
and enhance the Toyota Group's technology, particularly in the fields of car electronics 
and computer systems.


From February to March 1973, Toyota Motor Co., Ltd., Toyota Motor Sales Co., Ltd, 
Nippondenso and Toyota Central R&D Labs, Inc. created a development proposal and 
submitted it to the Agency of Industrial Science and Technology. This proposal was 
subsequently selected from among the numerous applications, and it was determined 
that joint development would be conducted between national research institutes (the 
Mechanical Engineering Laboratory and the National Research Institute of Police 
Science), universities, and private companies.


Comprehensive Automobile Traffic Control System (Receiver)



During this research and development, Sumitomo Electric Industries, Ltd., Nippon 
Electric Co., Ltd. (now NEC Corporation) and Toyota were responsible for the design of 
the pilot system, while development of related devices was handled mainly by 
Nippondenso. A small-scale test was conducted in 1975, followed by pilot trials in 
Tokyo's Meguro-ku and Shibuya-ku from October 1977.


Under the system, a computer in the central control room collected road traffic data, 
which was transmitted to individual cars equipped with receivers. By following 
instructions issued by the system, vehicles were able to avoid congested routes and 
travel smoothly using less crowded roads.


Comprehensive Automobile Traffic Control System (Road 
information display)



The trial found that the system was able to ease congestion on the roads studied, and 
that the benefits to society from such a system would exceed the investment required. 
The system provided the momentum for the subsequent development of mobile 
communication technology such as car phones.


Item 6. To Toyota Motor Employees

At the beginning of 1970, Toyota announced its resolve to put an even greater focus 
into solving issues such as safety and pollution, based on the company's fundamental 
philosophy of "building a prosperous society through vehicles". This fundamental 
management stance was reflected in its basic policy through the addition of an item 
resolving to "be aware of the public nature of the automotive industry and contribute to 
the welfare of society", as outlined previously.


In May 1973, Toyota Motor Co., Ltd. President Eiji Toyoda sent a message titled "To 
Toyota Motor Employees" to all employees of section manager status and above, 
detailing how the company and its employees should approach the current situation. 
He asked managers to reflect this approach in their duties, and to ensure that this 
stance was adhered to by each of the people they oversaw.


The following president's message, consisting of four items, instructed employees to 
be grateful for the benefits they received from society, to be aware of the role played by 
vehicles, and to expend their utmost effort to perform their social responsibility with 
pride and confidence:


To Toyota Motor Employees

1. No matter how big the company, it cannot grow and will cease to exist without the 

positive support of society. We are grateful, and can never forget, that Toyota has 
been able to develop into one of Japan's leading companies because of your 
unceasing efforts as well as the benefits of the social environment.


2. Toyota has become a major company that can have significant effect on society as 
a result of its actions. Our actions, both good and bad, are scrutinized by society, 
and we cannot avoid this. We must fully understand this and carry out our 
responsibilities to society through our actions.


3. We must always understand fully the roles that motor vehicles play, and will play in 
the future, in society, be proud and confident of our work of making and providing 
motor vehicles to society, and provide products that fulfill the needs of society.




4. The social environment is changing. We must accept this with humility and be a 
company with the character to respond adequately to this change and be members 
of such a company.


Message from President Eiji Toyoda titled 'To Toyota Motor 
Employees' (May 3, 1973)



Section 3. Responding to 
Emissions Controls 

Item 1. Issue of Emissions Arises

In the 1970s, atmospheric pollution became a significant social issue, particularly in 
major cities such as Tokyo. As a result, moves to tighten regulations on automobile 
emissions as well as pollutants generated by factories and electric power plants 
increased.


Atmospheric pollution became an issue in the United States much earlier than in 
Japan. Smog occurred in Los Angeles, California as early as 1943.1 Later, it was 
discovered that smog consists of oxidants generated from hydrocarbons (HCS) and 
nitrogen dioxide (NO2). U.S. automobile emissions controls started with crankcase 
emissions regulations adopted in 1962 by California, which went on to adopt vehicle 
emissions regulations in 1965.


On the U.S. national level, the Clean Air Act was adopted in 1963, and controls on 
atmospheric pollutants were steadily tightened including the implementation of national 
emissions regulations in 1968. The Muskie Act (the Clean Air Act of 1970), which was 
adopted in December 1970, included the following provisions concerning automobile 
emissions:


1. Starting with 1975 model-year vehicles, HC and carbon monoxide (CO) emissions 
are to be limited to one-tenth the 1970 regulatory level.


2. Starting with 1976 model-year vehicles, nitrogen oxide (NOX) emissions are to be 
limited to one-tenth the average for 1971 model-year vehicles.


In August 1967, Japan adopted the Pollution Countermeasures Basic Law, followed by 
the Air Pollution Prevention Law in June 1968. Under these laws, it became obligatory 
to reduce CO emissions to three percent or less of automobile exhaust.


Regulation of HC essentially began in 1970, and in September of that year, installation 
of blow-by gas reduction devices2 on new vehicles became mandatory. In July, the 
Council for Transport Technology submitted a report entitled "Automobile Emissions 



Countermeasures Basic Plan," and based on this plan, Japan's 1973 Emissions 
Control Standards were announced in December 1972 followed by the 1973 Emissions 
Controls Concerning In-Use Vehicles regulation in January 1973.


There were reports in May 1970 that testing had detected extremely high 
concentrations of lead in the blood of residents living near the Ushigome-Yanagi-cho 
intersection in Shinjuku-ku, Tokyo. The following June, the Tokyo Metropolitan 
Government Bureau of Public Health denied the reports, stating that there was no lead 

A row of cars driving to recreational areas on the 
Metropolitan Expressway (Mainichi Graph, May 
3, 1975; Published by The Mainichi 
Newspapers)



contamination detected in residents' tests, but the lead used in gasoline came under 
close scrutiny and concerns regarding automobile emissions increased. In July, more 
than 40 girls at a high school in Suginami-ku, Tokyo were overcome by a difficulty to 
breath, dizziness and nausea. The cause of the incident was said to be photochemical 
smog and emissions from waste incinerators, but there was also a theory that it was 
psychosomatic. Nonetheless, automobile emissions became a widely discussed social 
issue as a result of this incident, and the regulation of emissions was tightened even 
further.


Japan's Environment Agency was established in July 1971. Also, that September, the 
Central Council for Environmental Pollution Control was formed as an advisory panel to 
the director-general of the Environment Agency.


Item 2. Measures to Reduce Emissions

Toyota's measures concerning emissions began with responses to the California 
crankcase emissions regulations in 1962. Toyota determined in 1964 that emissions 
controls would be a major issue for the company in the future, and the Emissions 
Controls Group was formed within the then Engine Section No. 3 of the Engineering 
Department No. 1 and basic research on emissions measures started. A project team 
was launched in 1965.


Acquisition of certification under the CO regulations began in Japan in 1966, and 
Toyota acquired certification from the California state government that year as well. In 
April 1967, Toyota Motor Co., Ltd. became the first company to obtain certification 
from the U.S. government under the regulations it issued in 1968.


In 1968, Toyota built the Emissions Testing Building at the Higashi-Fuji Proving Ground 
(now the Higashi-Fuji Technical Center), and the Advanced Research Group of the 
Emissions Project Team was transferred from the Toyota Head Office in Toyota City to 
the testing facility. Early development of thermal reactors, catalysts, exhaust gas 
recirculation systems, afterburners, and other technologies as well as research on 
combustion control started. The work of developing vehicles that satisfied the 
emissions regulations for each year was conducted through cooperation between the 
Higashi-Fuji Proving Ground and the Engineering Department at the Head Office.




In July 1970, the Development Planning Department was established so that company-
wide emissions controls efforts could be carried out in a concentrated way. The 
Engineering Department No. 4 at the Head Office and the Engineering Department No. 
8 at the Higashi-Fuji facility were put in charge of emissions controls R&D and testing 
with support from other related engineering departments. The Development Planning 
Department was responsible for managing and promoting the development project as 
a whole.


The Higashi-Fuji Technical Center was established in February 1971 to reinforce 
research and development systems. That March, the Emissions Testing Building was 
added to develop and test the compliance of emissions reduction devices, followed in 
November by the No. 3 Building, which, as a basic research facility for investigating 
emissions measures, comprised the Testing Department, Engineering Service 
Department, and Computer Department. Also, a bench-testing building equipped with 

Certificate from the US Government (1967)



Emissions Testing Building at the Higashifuji Technical Center

Bird's-eye view of Higashifuji Technical Center (1971)



chassis dynamometer automated operating equipment using minicomputers was 
completed in January 1973.


In response to the reinforcement of the Higashi-Fuji Technical Center, strengthening of 
the Engineering Department at the Head Office also proceeded at a rapid pace. Taking 
the expansion of the engine testing facility as an example, the Engineering Building No. 
6 with an engine testing room was completed in 1971, the Engineering Building No. 7 
with chassis dynamometers was completed in 1973, the Engineering Building No. 7 B 
was completed in 1974, and the Engineering Building No. 9 was completed in 
December 1977. The Engineering Department's site, which had primarily consisted of 
wide-open spaces centered on a test track, began to vastly change its appearance, 
with numerous buildings lined up one after another. Capital investment in pollution 
measures for engines and other components increased rapidly during this period.


Engine bench test (Engine testing building at the Higashifuji Technical 
Center)



The number of personnel involved in emissions controls grew at a rapid pace 
everywhere year, rising from 519 in 1970 to 1,870 in 1974. Similarly, emissions controls 
R&D expenditures grew from 2.8 billion yen in 1970 to 18.8 billion yen in 1974.


Engineering Building No. 6 at the Head Office (1971)



Item 3. Emissions Regulations Tightened

The Atmospheric Group Automotive Pollution Specialist Committee, a body affiliated 
with the Central Council for Environmental Pollution Control, submitted an interim 
report entitled "Long-Term Policy on Automotive Emissions Permissible Limits" in 
August 1972, calling for the immediate establishment and implementation of 
automotive emissions controls. In addition, the following numerical targets for 
automotive emissions permissible limits in the Japanese government's fiscal years of 

R&D expenditures and the number of personnel devoted to 
emissions controls at Toyota (Toyota Shimbun, July 4, 1975)



1975 and 1976 (ended in March 1976 and 1977, respectfully) were set based on the 
Muskie Act (the Clean Air Act Extension of 1970):


Target for permissible limits in fiscal 1975

1. CO emissions: 2.1 grams per kilometer

2. HC emissions (excluding emissions released as steam and blow-by gas): 0.25 

grams per kilometer

3. NOx emissions: 1.2 grams


The NOx target for permissible emissions limits was 0.25 grams per kilometer for fiscal 
1976.


In October 1972, the Environment Agency announced a policy based on the interim 
report, and from May 1973 the agency summoned nine automakers to testify at 
hearings on the current status of emissions controls and future systems for technology 
development.


At the hearings, Toyota stated that it had overcome the technical issues related to the 
fiscal 1975 regulations by installing supplementary control components on catalytic 
converters and that it was building a new plant to produce the catalytic converters, but 
requested phased implementation of the emissions regulations because the time to 
test practical use had not been adequate and quality assurance issues remained 
unresolved.


Concerning emissions regulations, Toyota expressed the straightforward opinion that it 
was necessary to distinguish between achieving targets in the test lab and achieving 
targets with commercial products and that adequate preparation time was needed for a 
commercial launch.


But the Environment Agency decided to implement the regulations for fiscal 1975 as 
specified in the interim report. In addition to the already in place 10-mode test cycle, 
the agency adopted an 11-mode test cycle as a measurement method and decided 
detailed specifications including permissible limits and implementation timing by 
vehicle type. The regulations for fiscal 1975 were announced in January 1974. In 
response, the Ministry of Transport (now the Ministry of Land, Infrastructure, Transport 
and Tourism) promulgated the regulations the same month. Implementation of the 



Muskie Act in the United States was delayed, and as a result, Japan's emissions 
regulations became the strictest in the world.


Item 4. All Possibilities Pursued

Throughout the 1970s, all of Toyota's engineering departments and in particular the 
Development Planning Department made every effort to develop technologies for 
cleaner emissions. Emissions controls were basically uncharted territory and presented 
issues that could not be resolved through extensions of existing technologies.


Three components of emissions CO, HC, and nitrogen oxide (NOX)-are generated in 
inverse amounts depending on the ratio of the mixture of air to gasoline, and reducing 
all three simultaneously seemed to be an insurmountable problem.


In addition, introducing to the marketplace vehicles with emissions controls as 
commercial products also required finding ways to overcome accompanying issues 
such as reduced engine output, lower fuel efficiency, decreased driving performance, 
the degradation of countermeasure components and increased costs.


Toyota's engineering departments pursued all possibilities to overcome these 
numerous problems. They first developed an emissions control system that used a 
catalyst. Using a catalyst would allow engine performance to be maintained at previous 
levels to the greatest possible extent while the catalyst cleaned the emissions. The 
system combined air injection for re-combustion of CO and HC in the emissions and 
an exhaust gas recirculator to reduce NOx by recirculating some of the emissions 
through the intake with a catalytic converter.


Toyota also conducted research on improving engines through combustion control. It 
was able to improve fuel efficiency by using a lean combustion method that maintained 
stable combustion of a uniform and lean mixture and controlled the generation of CO, 
HC, and NOx during the combustion phase. But the lean fuel-air mixture worsened 
ignition performance and decreased the stability of combustion, entailing significant 
problems during development and practical application. At the end of 1972, Toyota 
also introduced compound vortex-controlled combustion (CVCC) technology as a type 
of combustion control developed by Honda Motor Co., Ltd. and continued to research 
and improve lean combustion technology. Toyota also actively advanced its 



development of gas turbine engines and rotary engines, for which it began research in 
1964 and 1967, respectively, as well as of electric and other types of vehicles.


As emissions controls were being pursued as such through all types of systems, a 
decision was made at the end of 1971 that the use of catalysts would form the main 
approach to controlling emissions. This decision was made based on comprehensive 
considerations including the cleaning of emissions as well as fuel efficiency, driving 
performance, serviceability, and cost.


Even though this policy was adopted, the engineering departments still had numerous 
problems to overcome. Catalysts were sensitive to external conditions, and, unlike how 
they were used in devices in the chemical industry, using them in vehicles meant that 
they would be used in highly variable environments. In addition, the catalyst 
manufacturer that supplied Toyota prohibited Toyota from analyzing the samples 
provided and tested, and Toyota only learned of the performance of sample catalysts 
after full analysis by the manufacturer.


Toyota determined that this method of development was not suitable for the pace of 
development that it needed and decided to develop catalysts in-house. In cooperation 
with Toyota Central Research & Development Labs, Inc., the Catalysts Development 
Group was established in the Engineering Department No. 5 in February 1971. The 
group immediately began testing 5,000 different types of catalysts. Engineers in charge 
of engines and those in charge of catalysts communicated constantly to tackle the 
monumental task of achieving optimal compatibility between the emissions subjected 
to the catalysts and catalytic cleaning performance.


Improving reliability was also a difficult issue. The development and testing periods 
were short, and it was necessary to develop the needed system for all vehicles in a 
short period, so a failure mode and effect analysis method3 -a reliability method used 
in the U.S. aerospace and other industries-was adopted. Starting in the design stage, 
not only were components examined in detail, each part was also carefully considered 
and tested in terms of how various problems and variations originating during 
production could affect the reliability of the emissions purification system, and 
countermeasures were implemented as needed starting with the key components.


As for production, to be able to achieve mass production of emissions control 
components with limited lead time, the Special Components Manufacturing Planning 



Department was established in July 1972. The department immediately went to work 
on procedures to commercialize emissions control components and on preparations 
for production. Toyota adopted a policy of manufacturing the components internally 
until their designs were stabilized to avoid imposing risks on suppliers as a result of 
changes to the components, which were still under development and were subject to 
modification at any time. Even so, selecting the right quality of material for the 
container of the catalytic converter that could withstand extreme changes in 
temperature and coming up with a mass production method was an effort wrought with 
considerable difficulties, given that it involved a field in which Toyota had no 
experience.


When manufacturing new products, in some cases the products are discontinued 
within a short period and it is not possible to recover the initial investment. But in this 
case, it would not do to hesitate because of this concern. In December 1972, Toyota 
representatives visited producer countries of the platinum and palladium to be used as 
the catalysts and signed direct purchase agreements.


Toyota proceeded with planning for the construction of a new plant to produce the 
emissions control components. In January 1973, the Board of Directors approved the 
construction plan, and the Shimoyama Plant Construction Committee was established 
in February of 1974. The site selected for the new plant was in the Shimoyama district 
of Miyoshi-cho, Nishikamo-gun, Aichi Prefecture. Work on acquisition of the site for 

Shimoyama Plant No.1



construction of a machine shop had been ongoing since 1969, but there was some 
opposition, and the acquisition encountered difficulties. Thanks to the efforts of the 
local government and others, however, Toyota was able to purchase approximately 
420,000 square meters of land at the end of 1971.


A ground-breaking ceremony was held at the site of the Shimoyama Plant in April 
19736, and construction of Plant No. 1 was completed in August 1974. Because of 
changes in circumstances following the oil crisis (that began in 1973), however, the 
start of operations at the plant was postponed from August 1974 to March 1975. 
During this period, emissions control components were produced at the Miyoshi Plant, 
and the Shimoyama Plant served as a backup. The Shimoyama Plant began producing 
components for the M engine in March 1975.


To ensure the quality of vehicles with emissions control systems, in August 1973, 
Toyota began developing an emissions data processing system (ECAS) for mass-
produced vehicles. The system, which was launched in November 1974, used a 
computer to comprehensively check whether cleaning performance was adequate. By 
statistically processing the measurement data from each vehicle, it became possible to 
immediately identify any problematic areas.


Greenery surrounding the Shimoyama Plant



Exhaust gas inspection display on the completed vehicle inspection line



Item 5. Responses to 1975 Regulations and the 
Two-year Postponement of 1976 Regulations

Toyota decided to adopt the catalytic converter and CVCC to meet the requirements of 
emissions regulations for fiscal 1975.


Sales of 2,000 cc models of the Corona and Carina were launched in February 1975 as 
the first step in complying with the emissions regulations for fiscal 1975. Both vehicles 
were equipped with the 19R engine (1,968 cc, 80 hp), a version of the earlier 18R 
engine (1,968 cc, 105 hp) modified for CVCC.


Next, catalytic converters were used in the Century from May, followed by use in the 
Crown 2600 from June, allowing those models to also meet the fiscal 1975 emissions 
regulations requirements. Later, compliant versions of the Crown 2000 and Mark II were 
launched in October, and compliant versions of the Corona, Carina, Celica, Corolla, 
and Sprinter were launched in November.


“Toyota Total Clean” (TTC) was the name adopted to designate Toyota’s emissions 
cleaning systems in general, thereby incorporating the sense of the combined effort by 
the entire Toyota Group and emphasizing its approach to emissions controls.


Vehicles compliant with the fiscal 1975 regulations were equipped with complex 
systems not found on earlier vehicles, and this was the first time both customers and 
dealer personnel who handled after-sales service had contact with such vehicles. To 
prepare for this, Toyota conducted training of all dealer mechanics, posted TTC 
technical leaders with advanced knowledge at all sites, and took other measures.


In June 1974, the Environment Agency summoned representatives of nine automakers 
and imported car associations to testify at hearings in order to assess the status of 
technology development by each manufacturer in response to the fiscal 1976 
regulations. It was expected that the manufacturers would testify that it would be 
difficult to meet the fiscal 1976 regulations, so the Environment Agency hearings 
focused on what regulatory levels the manufacturers would be able to meet. Toyota's 
representative made the following report on the status of technology development and 
requested reconsideration of the regulatory standards:




We are developing technology with a focus on reduction catalysts in order to comply 
with the fiscal 1976 regulations, but at this time, there are problems with durability. 
Separate from that, we are also developing stratified-charge combustion engines, lean-
burn engines, gas turbines, and other technologies, but they have yet to meet the 
regulatory standards at this stage. Commercialization of emissions control systems 
require a production preparation period of several years once prospects are clarified 
during the phase of in-the-lab testing.


19R engine (1975)



We would like the fiscal 1975 regulations to be maintained as they are for several years 
and for a re-evaluation of appropriate regulatory standards to be determined taking into 
consideration a variety of factors including the subsequent degree of improvement in 
atmospheric pollution, advances in technological development, and changes in 
socioeconomic conditions.


Schematic of TTC-C system

President Eiji Toyoda gives a statement as an unsworn witness in the 
Diet (September 1974)



In September of that year, President Eiji Toyoda testified before the House of 
Representatives Special Committee on Pollution Countermeasures and Environmental 
Preservation and commented as follows:


Since Toyota's foundation, we have worked with 'Good Thinking, Good 
Products' as our fundamental principle. We feel a deep sense of social 
responsibility as a manufacturer concerning the automobile emissions 
controls that will lead to cleaner air, and the entire company is working 
together to pursue every possibility and focus all of our efforts on 
technological development. ... 

We have made compliance with the 1976 regulations a fundamental policy 
and are making maximum efforts to comply. ... Toyota has responded to 
all regulations, and we have mobilized our technological capabilities and 
are conducting research and development with a focus on achieving the 
target (for nitrogen oxides) of 0.25 grams per kilometer. ... 

In addition to the internal research and development, we also obtained 
international assessments and conducted research and development on 
all possible approaches, but at this time, we are unable to achieve 0.25 
grams per kilometer. ... 

In addition to these technological issues, we would like you to also 
consider fully the problem of variations originating during production and 
in quality assurance, the relationship between the development targets 
and the regulatory standards, confirmation of durability, and the lead time 
from development until production. 

"As I have explained, we have conducted wide-ranging investigations and 
research concerning all methods that we believe to be effective. We will 
continue to work in the future, and I am confident that we will achieve 
even better results through independent methods in the near future. 

In light of these circumstances, I would like to make some minor requests 
concerning the 1976 regulations. 



I request that the 1975 regulations be adopted as the 1976 regulations 
and maintained without change for two additional years. 

After that, I request that a re-evaluation of appropriate regulatory 
standards be conducted, taking into consideration a variety of factors 
including the atmospheric pollution reduction effects under the 1975 
regulations, advances in technological development, and changes in 
socioeconomic conditions. 

(From the minutes of the  3rd meeting of the House of Representatives 
Special Committee on Pollution Countermeasures and Environmental 
Preservation on September 11, 1974) 

Later, the Environment Agency requested advice from the Central Council for 
Environmental Pollution Control concerning implementation of the fiscal 1976 
regulations. In December 1974, the Council proposed that the fiscal 1976 regulations 
be postponed until fiscal 1978 and that the fiscal 1976 regulations be maintained on a 
provisional basis.


Based on this response, the Environment Agency announced the fiscal 1976 
regulations in February 1975. Although they were provisional, the average NOx 
emissions per kilometer were set at strict levels: 0.6 grams for vehicles with an 
equivalent inertia weight4 of 1,000 kilograms or less and 0.85 grams for vehicles with 
an equivalent inertia weight in excess of 1,000 kilograms.


As a result, each automaker had to implement measures in three stages: making 
maximum efforts to comply with the 1975 regulations while also preparing to meet the 
1976 and 1978 regulations. In Toyota's case in particular, the number of vehicles and 
engines was high, and ensuring reliability became an urgent matter.


The engineering departments and affiliated companies continued their development 
efforts. Every aspect of engines, carburetors, and so on was improved, electronics 
actively adopted, and systematic analysis conducted to determine optimal packages. 
The catalytic method, which had been the focus of the fiscal 1975 controls, was 
improved, and as a result, the fiscal 1976 regulatory standards were met. In addition, 
Toyota successfully developed a new lean-burn method.




Sales of the Corolla 1600 and Sprinter 1600 using a lean-burn method were 
commenced in January 1976 as the first vehicles compliant with the fiscal 1976 
emissions regulations. In February, the Corolla 1200, Sprinter 1200, Starlet, and Publica 
with catalytic converters were launched. Later, a number of other vehicles compliant 
with the fiscal 1976 regulations including the Crown were also launched. This was the 
result of Toyota's dedicated technology development efforts.


Item 6. Compliance with Fiscal 1978 Regulations 
and Repercussions

The Environment Agency continued to monitor the status of development by each 
automaker, and in December 1976 announced the fiscal 1978 emissions regulations, 
which included a nitrogen oxide (NOx) standard of 0.25 grams per kilometer.


At around this time, Toyota's research and development focusing on achieving the 
target of 0.25 grams of NOx began to bear fruit. Also, further improvements were made 
to the reduction catalysts, and a new three-way catalytic converter was developed to 
the stage of practical application. As a result, the technological possibilities became 
more apparent.


Schematic of three-way catalytic converter



The three-way catalytic converter, which is still used today, simultaneously purifies CO, 
HC and NOx through a catalytic reaction. Removing these three components 
simultaneously requires maintaining the intake mixture ratio at the stoichiometric air-
fuel ratio. As such, the oxygen sensor (O2 sensor) that detects the concentration of 
oxygen in the emissions plays a key role in the practical application of the three-way 
catalytic converter. The sensor electrode is exposed to high-temperature emissions, 
and during the early development stages, the electrode suffered from extremely poor 
durability, experiencing separation and cracking of the element.


The Engineering Department No. 1 was put in charge of developing a practical O2 
sensor and requested that the Toyota Central Research & Development Lab perform a 
fundamental physical property investigation of the element materials and analyze its 
deterioration. The department worked with Nippondenso Co., Ltd. (now Denso 
Corporation) to improve the element and to design and develop a structure that could 
withstand thermal shock. In addition, various trait assessment methods, including one 
that used an actual engine and one that focused on combustion gas, were developed. 
During that time, Toyota adopted a policy of launching vehicles compliant with the 
fiscal 1978 regulations in advance, and the Engineering Department No. 1 worked 
together with production engineers to ensure reliability during mass production. The 
result was an O2 sensor with outstanding performance and durability.


Toyota continued these development efforts that placed the company's very existence 
at stake and performed repeated tests. The result was the launching in June 1977 of 
the Crown 2000, the Mark II 2000, and the new Chaser passenger car with the three-
way catalytic converter to comply with the fiscal 1978 regulations.


As a second stage addressing of fiscal 1978 emissions regulations, in August of 1977, 
Toyota launched sales of five vehicle series fitted with the 12T-U engine (1,588 cc, 88 
hp) featuring turbulence generating pot (TGP) combustion: the Corona 1600, Corolla 
1600, Sprinter 1600 and the fully redesigned Carina and Celica, which, together, 
represented a total of 73 models.


That September, Toyota announced a Corolla and Sprinter with fiscal 1978 regulation 
controls using catalytic converters. The engine used was the 4K-U (1,290 cc, 72 hp), 
which provided much better fuel efficiency and drivability compared to vehicles 
compliant with the fiscal 1976 regulations.




In this way, Toyota put three different methods-the three-way catalytic converter, TGP 
combustion, and reduction catalysts-into practical use and implemented a series of 
countermeasures suited to each model to address the fiscal 1978 regulations in pursuit 
of a total balance that satisfied the requirements for emissions levels, fuel efficiency, 
performance, and price.


Meticulous reassessments and improvements of all engine components were made, 
and improvements to the intake and exhaust systems, modification of the combustion 
chamber shape, reduction of the weight of the valve train, reduction of friction 
resistance, and other modifications resulted in dramatic improvements in performance. 
Efforts were also made to improve the reliability of various electronic components and 
sensors including emissions control devices, ignition devices, and electronic fuel 
injection (EFI), and Toyota acquired considerable expertise in all processes from design 
to production.


M-EU engine (1977)



The emissions regulations countermeasures undertaken by the entire Toyota Group 
were successful due to great effort and perseverance. All the more because the 
process was difficult, Toyota acquired a wide range of technologies, leading to great 
improvement in various performance indicators of its automobiles.


Of the implementation of emissions regulations at that time and the earnest efforts that 
went into developing methods to comply with them, President Eiji Toyoda later 
commented as follows:


It would do no good to satisfy emissions control standards if this meant 
making concessions in engine performance. Taking a more extreme view 
of the matter, if no one drove cars, there'd be no emissions to worry about 
and we'd all be assured of clean air to breathe. But then we wouldn't be 
talking about cars anymore. So we had to find a way of both maintaining 
our existing performance levels and meeting the standards. That was the 
minimum goal Toyota set for itself. We saw little hope of meeting the final 

Chaser (1977)



target of 0.25 gram NOx by the date specified, so we asked for an 
extension. ... 

This extension (of the 1976 regulations for two years) enabled us to meet 
the standards in all of our models, but I still think that those regulations 
were a brutal way to get the job done. It was like teaching someone how 
to swim by throwing him into the water and having him thrash about for 
his very life. One mistake and it would be all over. However, those controls 
did help us make large gains on Western automotive technology. (Eiji 
Toyoda, Toyota: Fifty Years in Motion, pp. 140-142.) 

Then-Director Kiyoshi Matsumoto, who directed research and development on 
emissions cleaning technologies, later made the following comment concerning the 
importance of internal development and teamwork:


Looking back on emissions controls, I believe that it was extremely 
beneficial that Toyota handled all of the hardware aspects including EFI 

Diagram of Toyota TGP system 



control, sensors, and catalysts. We learned that by improving sensors we 
didn't have to be so strict about control, and that long-life catalysts 
allowed us to reduce the use of precious metals. We also learned how to 
make catalysts less susceptible to deterioration. And these kinds of things 
we are now able to carry out in minute changes in degree. 

Toyota tackled the issues in cooperation with Denso, (Toyota) Central 
Research & Development Labs, and Cataler (Corporation), which proved 
to be an advantage, and Toyota was able to produce vehicles at lower 
cost than other companies. All carmakers want the best possible 
components for electronic controls, but depending on the components, 
having such is easier said than done. So I think the point is that you have 
to keep on strengthening your abilities. 

“Record of Interview with Mr. Kiyoshi Matsumoto” published in “1997 
Jidosha Gijutsu no Rekishi ni Kansuru Chosa Hokokusho,” by the 
Automotive Technology History Committee (a Japanese-only publication; 
Society of Automotive Engineers of Japan, 1998) 

Carina four-door sedan (Model TA40, 1977)



Then-Director Kaneyoshi Kusunoki, who was responsible for manufacturing and 
production engineering departments including serving as manager of the Special 
Components Manufacturing Planning Department, later had the following recollection:


From beginning to end, what made the emissions controls successful were the 
Japanese manufacturers. This imparted considerable confidence to our technological 
capabilities and technical levels. (Kaneyoshi Kusunoki, Hard Work and Growth (Toyota 
Motor Corporation, published 2006), p. 42) 



Section 4. Responding to the Oil 
Crisis 

Item 1. Response to the First Oil Crisis

During the period following the Second World War, the global economy enjoyed rapid 
economic growth made possible by an abundance of low-cost oil supplied from 
extensive oil fields in the Middle East. In the early 1970s, however, as the pace of 
discovery of new oil sources slowed and little progress was made in the development 
of new energy that could take the place of oil, the sense of crisis concerning energy 
steadily rose. As global concerns regarding an energy crisis heightened, oil producing 
countries raised the price of oil and resource nationalism movements gained 
momentum with the nationalization of foreign oil capital.


Neon billboards turned off because of the oil crisis (from Kyodo News, 
1973)



The Fourth Arab-Israeli War broke out in October 1973, and Arab countries announced 
reductions in oil production and exports as an anti-Israeli strategy. Later, oil-producing 
countries unified under the Organization of the Petroleum Exporting Countries (OPEC) 
to cut oil supplies and drastically increase prices. Posted prices for Arabian light1 
skyrocketed from 2.59 dollars per barrel in January 1973 to 11.65 dollars in January 
1974, an increase of more than four times. This was an oil crisis.


The decrease in oil supply and increase in prices also further spurred shortages of 
various products that were occurring at that time. The sense of shortage of various 
consumer products including toilet paper and detergent gave rise to chaos in 
distribution processes. The Japanese government attempted to limit consumption and 
to control the disorder by adopting two oil-related laws: the Petroleum Supply and 
Demand Optimization Act and the Act on Emergency Measures concerning National 
Livelihood Stabilization. In 1974 and 1975, the Japanese economy experienced 
abnormal inflation under severe recession conditions and posted negative growth in 
1974 for the first time in the post-war period.


Japan and nearly every other advanced industrial country suffered from declines in 
gross national product (GNP) and high inflation during 1974 and 1975-a condition 
known as stagflation.


Toyota experienced difficulty obtaining a growing number of materials and parts 
necessary for automobile production and hastily searched for countermeasures. In 
addition, the prices of many materials rose in conjunction with higher oil prices, and the 
increases exceeded strenuous corporate efforts to cut costs and limit consumption. As 
a result, the prices of all vehicle series sold in Japan were unavoidably revised in 
January 1974.


Automobile sales volumes also plunged as a result of falling consumer confidence, 
gasoline shortages, and rising prices. Monthly sales volumes posted year-on-year 
declines of 10-plus percentage points starting in December 1973. In response, Toyota 
decided to curtail production from January to March 1974, and dealer inventory 
adjustments were generally completed by March.


Production was increased starting in April of that year. President Eiji Toyoda made the 
following comment concerning conditions before and after the oil crisis:




Somehow or other, we managed to scrape together enough materials to 
maintain full production through the end of 1973, but the following year 
we immediately began to cut back on our output. Sales had come 
tumbling down partly as a result of our two recent price hikes, one in 
December 1973 and the other at the start of 1974. The sluggish sales had 
driven up dealer inventories, so we steadily lowered production starting 
shortly after New Year's and continuing through March. 

Just as Toyota was beginning to trim its production, some of the other 
domestic automakers were giving the go-ahead for big production 
increases. I believe we were the first to cut back on our output. We 
completed inventory adjustments with our dealers in March and again 
raise production the following month. The situation didn't turn out as bad 
as we feared, in part because we'd been able to cut production so 
quickly. 

Priority for increased production went to the Corolla. Domestic sales hit a 
peak in 1973 and declined somewhat in 1974. Yet the Corolla alone was 
selling well. We also were concentrating more on our exports, which 
continued to rise rapidly from 1974 to 1975. (Eiji Toyoda, Toyota: Fifty 
Years in Motion, p. 146) 

Toyota adopted bold measures and implemented the T23 Strategy in June and July 
1974 in collaboration with all dealers. The aim was to restore sales, which had fallen 
during the January to May period to 63.5 percent of the level during the same period of 
the previous year, to 80 percent of the level of the previous year in June and July by 
selling 230,000 Toyota vehicles during those two months. Actual sales during June and 
July were slightly more than 233,500 units, reaching the 230,000 unit target and 
achieving a level of 80.6 percent of sales during the same period of the previous year. 
In July, sales were just over 135,000 units, reaching 86.5 percent of sales in July the 
previous year. Moreover, sales were up year-on-year in September of that year for the 
first time since the oil crisis, putting an end to the pessimistic mood that had prevailed.




Item 2. Resource-Saving and Energy-Saving 
Programs

The oil crisis resulted in a renewed awareness of the limited nature of resources and 
energy, and Toyota responded by actively implementing resource-saving and energy-
saving programs. Supplies of gas essential for heat processing at plants were suddenly 
cut by 30 percent, and Toyota unavoidably moved to implement resource-saving and 
energy-saving measures.


Among the resource-saving measures was the establishment in November 1973 of the 
Waste Reduction Liaison Committee, which implemented a program for the effective 
use of materials by halving waste. Initial energy-saving measures included reducing 
lighting in the vicinity of windows and in corridors, addressing leaks of compressed air, 

Discussion on ways to reduce industrial waste (Honsha Plant, 1974)



and lowering heating temperatures. In January 1974, suggestions for reducing the use 
of paper, oil, and electricity were solicited, and more than 7,000 proposals were made.


Also in January 1974, energy and resource measures were adopted in company 
policy1 and were implemented company-wide. The Energy-Saving Countermeasures 
Committee was established in May of that year to carry out company-wide energy 
savings.


In addition, resource and energy saving countermeasures were added to business site 
inspection topics for that fiscal year, and resource-saving programs were implemented 
from a long-term perspective. Engineering departments worked to use common parts 
and reduce the number of components used and developed technologies relating to 
vehicle weight reductions through vehicle weight planning activities. Production 

Discussion on ways to save resources (Casting Division of Kamigo 
Plant, 1974)



engineering departments undertook the development of production technologies that 
achieved dramatic energy savings such as increasing the thermal efficiency of 
furnaces. The operational inspections conducted in September of that year confirmed 
the results of the efforts by manufacturing divisions as well as engineering, production 
engineering, and purchasing departments, and even greater effort was put into 
resource-saving programs.


Cost management activities too required the adoption of the new approaches and 
measures during a period when the prices of various materials were increasing rapidly 
and sales volumes were plunging. In October 1974, a project team for the Corolla-the 
highest volume selling vehicle-began cost improvement activities. The Corolla Cost 
Improvement Committee was established as an inter-divisional organization with 
members from design, manufacturing, production engineering, purchasing, planning 
and operations, and accounting divisions. The Committee's initial goal was to reduce 
costs by 10,000 yen per vehicle in six months.


The work of cutting costs involves numerous small improvements that may include 
bolts that cost only a fraction of a yen each. An automobile comprises approximately 

Presentation on Corolla cost improvement case studies (1975)



30,000 parts, and the Corolla Cost Improvement Committee identified each part and all 
production processes and at times conducted repeated experiments.2 The cumulative 
savings resulted in cost improvements that exceeded the initial target. The Committee 
raised awareness concerning the need for changes in attitude as a new method of 
implementing cost improvement measures.


Additional cost improvement committees were established for the Corona, Crown, 
Hilux, and Liteace, and across-the-board streamlining was pursued including measures 
that could be implemented during future model redesigns.


In addition, the Cost Planning Committee was established in September 1974 to 
examine cost planning from a broad perspective. In February of the following year, the 
Cost Planning Section was created within the Technical Administration Department and 
the cost planning functions of the Production Engineering Planning Department, 
Accounting Department, and Purchasing Administration Department were expanded 
and reinforced so cost planning could be conducted in accordance with objectives.


Item 3. Improvement of Corporate Structures and 
the Second Oil Crisis

Following the first oil crisis, which ushered in an era of slow growth, Toyota worked to 
improve its corporate structures including suppliers. In his New Year's address made in 
January 1975, President Eiji Toyoda called on all section managers and higher 
administrators to implement fundamental improvement of corporate structures that had 
grown accustomed to the rapid growth that had been occurring up until that point.


The following April, President Toyoda made the following request to suppliers at the 
general conference of the Tokai Kyohokai, a voluntary organization of parts suppliers.


Today, it is necessary to implement various activities including emissions 
controls and cost-cutting measures in order to secure international 
competitiveness during a time of slow growth, which is completely 
different from the rapid growth that we enjoyed in the past, or even under 
negative economic growth. 
In the past, we tended to approach the solutions to all problems through 
the lens of expanding volume, but in the future, we need to transform our 



thinking and comprehensively improve corporate structures so we can 
maintain operations without relying on volume and make even greater 
efforts to respond adequately to the even harsher conditions that are 
expected in the second half of this year. (Toyota Shimbun (an in-house 
Japanese-language publication), No. 1090 (April 4, 1975)) 

The specific target of the management structure reforms was to establish systems 
within the company and suppliers that could continue business even with annual 
production of 2 million units. For 1977 and later, the lofty targets of establishing 
management structures that could withstand operations at the 80 percent-level and 
structures that could generate profits with operations at the 70 percent-level were set.


In January 1979, improvement of management capabilities and the diligent pursuit of 
unique technologies were set as priority corporate policies. A two-year management 

President Eiji Toyota calling for improvements to corporate structure 
at the Tokai Kyohokai (April 1975)



capability improvement program was implemented with the department and section 
managers specifying topics for operational improvement. Compared to the 
improvements being made at manufacturing sites, increases in the efficiency of 
management and administrative departments was lagging and the number of 
managers who had not experienced the Deming Prize screening was increasing, 
resulting in a rising sense of a need for improvement of the management skills of 
department and section managers.


Officers were also expected to enhance their own managerial skills by providing 
guidance to department and section managers. Vice President Shoichiro Toyoda and 
lower executives for two years listened to every announcement of improvement 
activities by department managers and deputy managers to gain an understanding of 
current problems and laterally expand the improvement activities throughout the 
company.


Implementation of management capability improvement program 
(1979)



A gas pump with a cover that says "closed for today" during fuel 
cutbacks at a gas station (Tokai Expressway Ebina Service Area). 
(The Mainichi Newspapers, 1979)



It was under these circumstances that in November 1978 the United States 
government announced a broad-ranging dollar-defense program. The dollar, which had 
been somewhat soft, immediately strengthened, rising to 186 yen per dollar. Later, the 
yen exchange rate settled and returned to its earlier levels as a result of the 
cooperative intervention by a number of countries, but the situation rapidly changed in 
early 1979. In January, the Shah of Iran, the OPEC's second largest oil producer, was 
exiled and Ayatollah Khomeini, a Sunni Islamic leader returned to Iran in February and 
announced the formation of a provisional government (the Iranian revolution). Oil prices 
again rose rapidly, leading to the second oil crisis.


Item 4. Development of Fuel Efficiency Technologies

The two oil crises caused major changes in the global automobile industry. The 
responses by individual automakers would subsequently result in substantial 
differences in their international competitiveness.


In the United States, a series of laws seeking higher automobile fuel efficiency was 
adopted. The Energy Policy and Conservation Act, enacted in December 1975, divided 
motor vehicles into passenger cars and trucks and set Corporate Average Fuel 
Economy (CAFE) standards. The standards were tightened year-by-year: in the case of 
passenger cars, manufacturers were required to achieve fuel efficiency of 27.5 mpg 
starting in 1985. The Act also provided that manufacturers that did not achieve the 
annual standards would be required to pay a penalty of 5 dollars per vehicle for each 
0.1 mpg in excess of the standards.


The Energy Tax Act, also known as the Gas Guzzler Tax, was enacted in 1978. This Act 
set the minimum fuel efficiency standards to be achieved for each model and created 
an obligation to pay a tax for models that exceed certain standards based on the fuel 
efficiency of the vehicle.


At the time of the second oil crisis in 1979, energy conservation stickers were applied 
to vehicles in response to a call from the U.S. president, and long lines formed at 
gasoline stations. American automakers, whose main products were large vehicles that 
consumed considerable amounts of gasoline, all faced increasingly difficult 
circumstances.




The American passenger car market fell steadily from its peak of 10.95 million vehicles 
in 1978, dropping below 8 million vehicles in 1982. To counter the decline, the U.S. Big 
Three entered the small car market, but they were unable to compete with Japanese 
cars in price or quality, and sales were poor. In 1980, all of the Big Three automakers 
posted losses. Under these circumstances, Japanese cars benefited from their 
reputation in the market for high quality and fuel efficiency.


Energy conservation was also being promoted in Japan, and beginning in January 
1976 the Ministry of Transport released the fuel efficiency obtained from the 10-mode 
cycle emissions testing as a part of passenger car model certification. Further, in 1979, 
the Law Concerning the Rational Use of Energy was enacted, establishing standards 
for passenger car fuel efficiency. These fuel efficiency standards were calculated based 
on the Corporate Average Fuel Economy (CAFE) standards for each vehicle weight 
class to be achieved by automakers in 1985.


Demand for resource and energy saving rose in the late 1970s in Japan and other 
countries, and full-scale competition in technology development in these fields was 
expected. In 1978, Toyota proposed a research and development plan for the 1980s 
that was centered on technologies to reduce fuel consumption such as raising 
efficiency and reducing vehicle weight. The plan was proposed under a policy of 
"adopting comprehensive technology strategies that anticipate societal demands and 
technology trends and implementing research and development" and was collectively 
known as the F-3 Program. The plan was implemented in the following manner:


1. All engineering divisions collaborated and set development targets based on 
medium- to long-term projections.


2. The experiences gained from implementation of emissions control projects were 
used to undertake technology development for the entire vehicle under a project 
system.


3. F-3 Program research and test vehicles and research engines were set as tools for 
concrete implementation of programs and as venues for demonstrating results.


4. The program was carried out by the entire Toyota Group with cooperation from 
Nippondenso Co., Ltd. (now Denso Corporation) and Aisin Seiki Co., Ltd.




The program addressed the broad range of technology fields indicated below.


1. New materials such as resins and high-tensile steel plate;

2. Electronics technologies including engine control; and

3. Vehicle characteristics, including new powertrain structures, tire rolling resistance 

reduction technologies, and miniaturization of engine accessories.


In early 1980, the F-3 Program was reviewed based on a long-term outlook, and the 
following technology development categories were added:


1. Continuously variable transmissions, and new materials such as ceramics and 
synthetic materials; and


2. Electronics technologies extended to chassis, drive control, and displays.


The new technologies developed under the F-3 Program were steadily incorporated 
into mass-production vehicles, and Toyota's research and development project 
systems took root as a result of implementation of the program.


That March, the Cabinet Energy and Resource Saving Countermeasure Conference 
adopted measures to curtail oil consumption and called for energy-saving measures 
such as setting office building heating thermostats to 19 ℃ (66 ℉) or lower. At the end 
of May, gasoline filling stations were required to close on Sundays and holidays in an 
effort to reduce the use of private vehicles. Measures to restrain oil consumption were 
proposed at the G7 summit held in Tokyo in June, but the effects were minimal. Oil 
prices continued to rise, and the posted price of Arabian light (explained in Section 4 
Item 1) nearly doubled from 13.30 dollar per barrel at the beginning of the year to 24.00 
dollar in November. The global economy came to a standstill and inflation reappeared.


Item 5. Development of Front-Wheel Drive Vehicles

Following the first oil crisis at the end of 1973, Toyota began developing the Tercel and 
Corsa in the spring of 1974 in order to respond to rapidly rising societal demands for 
resource and energy saving.


The aim was to develop a lightweight and economical car with the highest fuel 
efficiency in its class and an interior space on par with the Corona class that could 
become a leading product not only in Japan but in the United States as well. 



Line-off ceremony of Tercel and Corsa (Takaoka Plant, 1978)

Tercel model AL10-Z (1978)



Compliance with the Japanese fiscal 1978 emissions regulations, the United States 
emissions regulations, and safety regulations of each country was an essential 
requirement of development. As a result, all components including engines were newly 
developed without conforming to existing productions facilities or vehicle units.


Toyota adopted a front-wheel drive format for the first time in consideration of the 
benefits in terms of interior space and weight. In addition, the vehicle dimensions were 
adjusted so that the rear seats could just accommodate three adults in order to 
minimize the cross-section, a major cause of air resistance. The total length of the 
interior was set to provide ample legroom even for taller passengers in countries 
outside of Japan. The newly-developed 1A-U engine (1,452 cc, 80 hp) was mounted 
longitudinally. This allowed the engine to also be used on the rear-wheel drive Corolla. 
As a result, the exterior of the Tercel and the Corsa is smaller than the Corolla but 
provides the most luggage space in its class and the interior space of a vehicle one 

Corsa model AL10-L (1978)



class higher. In addition, extensive efforts were made to achieve high fuel efficiency 
including reducing air resistance as well as the weight of the various components.


The first Tercel (with the AL10-Z engine) and Corsa (with the AL10-L engine) were 
produced in August 1978. These two vehicles were developed with the highest priority 
on fuel efficiency at the expense of the styling including a reduced vehicle width, 
leading to a lukewarm reception in Japan.


In the United States, however, the high fuel efficiency and roomy interior were praised 
and the styling (while unpopular in Japan) was well received. Repeated improvements 
were made until the start of exports in August 1979, and the stable quality also had a 
positive impact. Combining the name with the well-known Corolla to market the vehicle 
as the Corolla Tercel and setting the price for the two-door sedan base model at a 
reasonable 3,698 dollars also contributed to the good market reception. Tercel export 
volumes increased year by year, reaching 183,000 units in 1982.


Development of the front-wheel drive Camry and Vista began in August 1977. A plan 
was created to develop the Camry into a leading next-generation export product that 
could compete against GM's compact front-wheel drive cars. The Camry had an 
interior roominess equal to that of a medium-sized car and a wide-track, trapezoidal 
styling that conveyed a sense of stability. The engine was mounted transversely to 
reduce the size of the engine compartment and use the recovered space for the 
interior.


A new engine was also developed. There were numerous vehicles with internationally 
high performance in the class, so the aim was to create an exhaustively compact, 
lightweight engine with high performance and fuel efficiency. Following extensive 
testing, the 1S-U engine with weight-reduction technologies was transversely mounted 
as the 1S-LU engine (1,832 cc, 100 hp). The fuel efficiency achieved in 1982 under the 
10-mode cycle was high at 14.0 kilometers per liter.


A new design was also adopted for the powertrain. The transaxle is connected in line 
with the engine, and to create a simple and compact structure, a single rail system that 
replaces the three shafts normally used for each gear range with a single shaft, was 
adopted. In addition, automatic transmission fluid was used for the lubricating oil in 
order to reduce friction. This experience served as the foundation for establishing a 
series of front-wheel drive vehicles.




The front-wheel drive Camry and Vista were launched in Japan in March 1982. Exports 
to the United States, Australia, and Europe were good. Exports of the Camry to the 
United States began in January 1983, and by 1985 it had become a leading product 
with sales of 128,000 units.


Item 6. Development of LASRE Engines

As a result of conducting research and development on technologies for cleaning 
emissions, substantial progress was made on engine technologies including 
combustion and control technologies. At the same time, emissions countermeasures 
resulted in deterioration of vehicle performance and fuel efficiency, and demands from 
the market to restore performance and efficiency were rising.


Line-off ceremony of Vista and Camry SV10



As a modernization advanced, the focus of passenger car use shifted from taxi users to 
personal users. Vehicles used as taxis have to be durable and not prone to breaking 
down, but individual users demand cars with good response, maneuverability, and 
minimal maintenance burdens.


It was against this backdrop that Toyota adopted "manufacture of appealing products" 
as a corporate policy in 1978 and began developing engines that complied with 
emissions regulations while improving drive performance and fuel efficiency. New 
engine development started with compact size and lightweight, high-performance, high 
fuel efficiency, quiet ride, good responsiveness, and low maintenance as the main 
design parameters.


New engine technologies and mechanisms relating to the emissions policies at that 
time, high fuel efficiency, and high output are as shown in the diagram below.


The key to making engines smaller and lighter is achieving the design limits of each 
engine component, and accordingly, each component that makes up the engine was 
individually re-examined. The reductions in engine weight achieved through this 
process generated significant ripple effects, such as reduced burdens on the body, 
leading to improved acceleration response and higher fuel efficiency.


Basic research and analysis on combustion that had reached the level of elucidating 
conditions within the combustion chamber as a result of emissions countermeasures 
were used to vastly improve the configuration of the combustion chamber as well as 
the intake and exhaust systems and the fuel supply system. In addition, new 
mechanisms such as the timing belt and a hydraulic valve lash adjuster were adopted 
to reduce noise and maintenance.


The six-cylinder 1G-EU engine developed through this process was first used on the 
new Cresta in April 1980. Even though the engine had six cylinders it weighed only 154 
kilograms, lighter than the 171-kilograms four-cylinder 21R-U engine in the same class.


The four-cylinder 1S-U engine (1,832 cc, 100 hp) was completed in July 1981. The 
combustion chamber was improved, various components were made considerably 
lighter, and a finite element analysis technique and laser holography were used to 
create new vibration countermeasures. The engine also incorporated numerous new 



components such as sintered hollow camshafts and sintered and forged connecting 
rods developed through the use of state-of-the-art production technologies.


With the completion of the 1S series engines, Toyota planned a technology campaign 
to give this series of new engines-which were developed to meet the demands of the 
times-common names and to publicize them to users. The name selected from among 
many proposals was LASRE. The name was derived from the first letters of lightweight, 
advanced, super response, and engine. This was the first time in Japan that an engine 
was made into a product brand. In the second half of the 1980s and later, the LASRE 
engine series adopted on new vehicles made significant contributions to Toyota's 
corporate image.


The IG-EU engine (1980)



The IS-U engine (1981)



Section 5. Production and Sales 
Systems Reinforced 

Item 1. Front-Wheel Drive Vehicle Production 
Facilities Expanded

Toyota decided in June 1976 to construct the Shimoyama Plant No. 2 as a plant for 
producing newly developed engines, and construction was completed in September 
1977.1 Production of the 1A-U engine (1,452 cc, 80 hp) used on the front-wheel drive 
Tercel and Corsa commenced in July of next year.


Bird's-eye view of Shimoyama Plant (1978)



When the 1A-U engine was adopted for the new 
Corolla in March 1979, two-shift production was 
introduced for the first time on the automated 
engine production line, which had a monthly 
production capacity of 30,000 units. The Tercel 
engine with U.S. specifications was also added, 
and production reached a record high of 39,200 
units in October. In March 1980, the No. 1 Plant, 
which until then had produced emissions 
control components, engine connecting rods, 
and other parts, began producing the 1G-EU 
engine (1,988 cc, 125 hp).


Construction of the No. 3 Plant on a newly-
acquired site was completed in August 1981, 
and production of the 2A-U (1,295 cc, 74 hp), 
3A-U (1,452 cc, 80 hp), and 4A-ELU (1,587 cc, 
100 hp) engines began one after another. A 
green belt 20 meters to 70 meters wide was 
established on the outskirts of the Shimoyama Plant site, and azaleas and various 
other plants of diverse colors were planted.


In August 1976, Toyota decided to construct a new plant with the aim of achieving 
annual production capacity of 3 million vehicles. The site was a 330,000 square meter 
landfill area in a Kinuura Rinkai industrial park that Toyota acquired from Aichi 
Prefecture in March 1973. The plant, which is adjacent to the Kinuura Wharf at a 
distance of about 30 kilometers from the corporate head office (now Toyota Head 
Office), was Toyota's first seaside plant.


The decision to construct a new plant was made at this time because in the process of 
examining its production facilities with the aim of establishing annual production 
capacity of 3 million vehicles, Toyota anticipated that it would lack machine shop 
facilities and capacity in the near future. It determined that the establishment of ample 
production facilities for engines, transaxles, and other components and a smooth 
transition to new products were also necessary in order to promote the shift to front-
wheel drive vehicles.


The 1A-U engine (1978)



The Kinuura Plant Construction Committee was established in September 1976 and 
adopted the following basic plant construction policies:


1. Lay the foundations for annual production of 3 million units and help alleviate the 
overcrowding at existing plants.


2. Make components with high transport efficiency such as transaxles and 
differentials the main production items. Taking into consideration the electric power 
measures at the Honsha Plant and the overcrowding countermeasures at the 
Tsutsumi Plant, integrate production from raw blank formation (including forging 
and aluminum diecasting) to machining and assembly.


3. Start operations in May 1978 with an initial focus on producing 20,000 transaxles 
and differentials for mass production vehicles each month.


The layout of the new plant was determined by taking the following into consideration.

1. Two plant buildings were to be constructed: a raw blank shop and a machine shop.


Bird's-eye view of Kinuura Plant (1978)



2. The planned buildings and facilities were to be placed as far as possible on the 
north side to allow for a high degree of flexibility concerning the use of the south 
side in the future.


Right from the plant design stages, processes involving manual work were 
concentrated to eliminate "isolated islands," innovations were adopted concerning 
standard operations and transport work, and working environment and transport 
aspects were carefully scrutinized. Construction of the planned buildings began in June 
1977 and equipment installation was started in November. A line-off ceremony for the 
new front-wheel drive   transaxles was conducted in May of the following year, and a 
plant completion ceremony was held that August.


Item 2. Construction of the Tahara Plant

Toyota decided to build the Tahara Plant in Tahara-cho (now Tahara City) in Atsumi-
gun, Aichi Prefecture in June 1976. This site was selected for an assembly plant to 
achieve an annual production capacity of 3 million vehicles following an extensive 
search with a focus on the three Tokai prefectures. It was determined that a site under 
development by Aichi Prefecture in a Higashimikawa coastal industrial park was ideal, 
and several parcels were acquired starting in June 1974. The site is located 60 
kilometers from the head office area, but it is expansive with approximately 3 million 
square meters and borders on the Mikawa Bay on the north and east sides.


The following basic policies for the planned construction were adopted in August 1976:


1. The large area of the site and its seaside location were to be used to create a 
modern plant for primarily export vehicles. Also, trial projects that would be difficult 
to implement at existing plants would be actively introduced.


2. The plant would support annual production of 3 million to 3.2 million vehicles or 
more. Initial monthly capacity from stamping to assembly would be 20,000 units, 
with monthly production to be expanded in the future to cover everything from raw 
blanks to vehicle assembly, with capacity at 40,000 units. Chemical products would 
also be produced.


3. An export base would be established in the site in order to support exports of 1.5 
million units annually.




Based on these policies, the Tahara Plant Construction and Planning Liaison 
Committee was established in April 1977, and the construction committee was formed 
in October.


It was decided that assembly processes would have annual production capacity of 
100,000 units and that flexible lines capable of producing small lots of numerous 
products would be created. The initial assembly vehicles were the four-wheel drive 
next-generation Hilux and the Stout—a commercial vehicle— which were assembled at 
the Honsha Plant. This was the first time that a completely-built-up vehicle assembly 
plant was located at a marked distance from the head office area, thus innovations in 

Line-off ceremony for the first Hilux (Tahara Plant, 1979)



transport were implemented. New methods concerning energy savings and the work 
environment were introduced and attempts were made to create a worker-friendly plant 
including the establishment of production lines that take into account work posture.


The first phase of the construction of the assembly plant began in February 1978 with 
an investment of 13.5 billion yen. A completion ceremony and line-off ceremony for the 
Hilux were conducted in January 1979, and the Tahara Plant began operations as 
Toyota's tenth plant. Assembly of the Corolla for export began on the second line in 
January 1980.


The month after the first Hilux came off the production line at the Tahara Plant No. 1, 
Toyota decided to build Plant No. 2 at the large Tahara site. Toyota began investigating 
the feasibility of the Tahara Plant No. 2 as an integrated passenger car production plant 
following the Tsutsumi Plant, which went into operation in 1970.


Bird's-eye view of Tahara Plant (1979)



Item 3. Reinforcement of Sales Systems in Japan

In August 1971, President Richard Nixon of the United States announced a dollar-
defense program, and the yen to dollar exchange rate jumped. At the same time, the 
United States imposed a 10 percent duty on imports, and the recessionary mood in 
Japan spread.


In response, Toyota adopted a nationwide dealer policy of reducing personnel in 
administrative departments to the absolute necessary minimum and transferring 
personnel from administrative departments to sales and after-sales service 
departments to transform dealers into lean organizations with no excess and provided 
support to dealers to reinforce structures.


Increasing the number of sales personnel was essential for reinforcing dealers. In May 
1972, Toyota launched the Dealer Operations Department within the Vehicle Group to 
strengthen sales personnel recruiting by dealers and develop recruiting and hiring 
expertise. Toyota also put greater effort into increasing the number of sales sites. In 
order to encourage the creation of new sales sites by dealers, it was necessary to 
provide financing under favorable conditions, and in April 1973 Toyota began providing 
facility financing to dealers that requested financing.


Opening of Toyota Sales College (1958)



As a result of dealer efforts and the support provided for recruiting activities and the 
establishment of new sales sites, Toyota's sales systems were significantly 
strengthened. The number of sales personnel increased from 24,700 at the end of 
September 1972 to 26,900 one year later, an increase of nearly 10 percent. The number 
of sales sites for new cars also rose, increasing from 2,251 at the end of September 
1972 to 2,440 one year later and further to 2,594 the year after that. The ratio of 
personnel in administrative departments to sales and after-sales service departments 
increased from 48.7 percent at the end of September 1971 to 52.6 percent two years 
later.


Toyota began construction of a training center in Nisshin-cho (now Nisshin City) in 
Aichi-gun, Aichi Prefecture in April 1973. Sales training became increasingly active over 
the years since the foundation of a sales college in the Chubu Nippon Driver School in 
1958. The Haruhi Training Center, which was relocated in 1961, enriched it manager 
training programs and expanded into parts and industrial vehicle fields, and as a result 
became increasingly crowded. With the completion of the new training center in 
October 1974, it became possible to conduct better sales training in a more favorable 
environment.


Completion of Nisshin Training Center (1974)



In early 1976, it was determined that the market was beginning to recover, and that 
spring a large-scale sales capacity expansion plan was drawn up and actively 
implemented. The plan included the following:


1. A 10 percent increase in sales personnel at dealers nationwide by mid-1977 to 
create a sales force of 30,000, and a further addition of 2,000 salespeople in 1978.


2. A 10 percent increase in nationwide dealers' new car sales sites by mid-1977 for a 
total of 3,000 sites.


At an executive meeting of the Toyota National Dealers' Advisory Council in May 1976, 
Toyota proposed to the dealers this two-year plan to increase sales capacity, and the 
plan was launched that June with the understanding of the dealers.


Training at Nisshin Training Center (1974)



Under the plan, Toyota provided financing and other support to dealers that lacked 
capital according to their request. This was a second facility financing program 
following the financing program implemented in 1973. By offering favorable financing 
terms including a five-year repayment period deferrable for two years, a total of 
approximately 30 billion yen in financing was provided over the two years from July 
1976 to the end of June 1978, greatly contributing to the expansion of sales bases.


It was not necessarily easy to recruit the large number of sales personnel called for 
under the plan. Toyota's Operations Department used help-wanted ads placed in 
newspapers in collaboration with dealers, sent direct mail to students, conducted 
discussions with Toyota dealer groups at universities in various regions, and provided 
other active support to dealers. Dealers' personnel officers implemented the plan with 
a priority on recruiting.


Through this process, the sales capacity of dealers was augmented and the number of 
sales personnel at Toyota dealers nationwide reached approximately 30,000 in June 
1977 as planned. The number of new car sales sites increased to 2,962 at the end of 
September 1978, approaching the target of 3,000.


Item 4. Expansion of Sales Networks in the United 
States

The Corolla, which was introduced to the American market in April 1968, was well 
received and sales volumes quickly increased. In order to bolster sales and service 
networks in the United States in response to the rising sales of the Corona and Corolla, 
Toyota decided in September 1968 to double its investment in Toyota Motor Sales, 
U.S.A., Inc. (TMS) and provided 5 million dollars in additional capital.


Exports to the United States were growing steadily, reaching 95,000 units in 1968 and 
150,000 units in 1969. In conjunction with this growth, Toyota vehicles rose in the 
ranking of imported passenger cars in the United States from eighth place in 1966 to 
third place in 1968, and jumped past Volkswagen to take the second place position in 
1969.


During this period, Toyota established three new distributors (SET, GST, and MAT) with 
local capital to supplement the two existing distributors (TMD and MST), and they 



began operations.1 As a result, the sales network in the United States expanded from 
the initial focus of the West Coast to the entire country. 


Following the Nixon Shock in August 1971, the prices of imported vehicles rose in 
conjunction with the revaluation of the yen and the American automobile market rapidly 
changed from a seller's market to a buyer's market. To address this situation, Toyota 
undertook measures to reinforce TMS's management foundations.


In October 1972, a major personnel reshuffling was implemented and Americans were 
actively put in positions of responsibility in line management. In 1973, Executive Vice 
Presidents Normal Lean and Yale Gieszl were appointed to these positions.


Toyota then conducted a review of its product policies and decided to make the 
Corolla, Celica, and Hilux its priority vehicles in place of the Corona and Land Cruiser, 
which had been the main-selling vehicles until that time. Toyota came to this decision 
by examining the market from the perspective of vehicles that users wanted but were 

Distributor territories in the US



not being supplied by American automakers. Subsequently, these three vehicle series 
contributed to rising sales volumes as mass-sales models.


In 1971, TMS entered into an agreement with California-based Atlas Fabricators for 
local production of the Hilux rear deck, and production began in November of that year. 
TMS acquired Atlas Fabricators in February 1974, changed the name to Long Beach 
Fabricators, and used the entity to respond to higher sales of the Hilux.


Until then, all agreements with dealers had been for periods of one year, but to further 
strengthen sales organizations, the terms were extended to three years depending on 
sales performance. In addition, a system for reporting on management conditions and 
a zone management system that divided the United States into four regions were 
introduced. To reinforce after-sales service systems, depots in Los Angeles, New York, 
and San Francisco were expanded and their parts supply capacity increased, and the 
parts warehouses of distributors were supplemented. In the service sector, training for 
distributors and dealers were conducted to raise service skills.


Fabricating a rear deck



The American passenger car market experienced an unprecedented boom in 1973, but 
after the onset of the 1973 oil crisis, plunged to 8.86 million vehicles in 1974, down 
from 11.4 million vehicles the previous year. In 1975, TMS President Isao Makino 
traveled to dealers throughout the country and told them, "unless you prosper, we 
cannot prosper; dealers and Toyota are dependent on each other," emphasizing the 
importance of relationships built on trust. As a concrete indicator of this thinking, the 
interest burdens on dealers for vehicles in inventory were reduced. This led to an 
increased understanding by dealers of the concept of mutual dependence and benefit. 
TMS also supported the development of distributors. Reinforcement of dealer networks 
also proceeded at a steady pace, and at the end of September 1976, the number of 
dealers handling Toyota vehicles throughout the United States exceeded the 1,000 
level to reach 1,014.


In December 1975, Toyota's advertising agency was changed and a sales campaign 
was conducted with a focus on advertising for the Corolla, Celica, and Hilux. To 
develop logistics systems, port facilities were established at nine sites-including the 
facility at the Portland site established in January 1977-and vehicle transport using 
specially-ordered car carriers began. A car delivery center was established in Chicago 
and linked to Portland, dramatically increasing the pace of vehicle deliveries to the 
central and northern regions of the United States, which previously had to go through 
the Panama Canal. At the same time, 11 parts depots were established to achieve the 
fastest delivery rates for spare parts in the United States. Later, a computer network 
linking with dealers and a system for determining vehicle delivery sites prior to 
unloading would be introduced. As a result, operations in the United States were 
possible with approximately a one week inventory of vehicles during the 1980s.


As TMS was making these efforts, compact cars underwent rapid growth in the U.S. 
automobile market. Toyota vehicles in the growing compact car market made dramatic 
advances. In 1975, Toyota sold 258,000 vehicles, replacing Volkswagen, which was 
experiencing declining sales, to take the number one position among import brands in 
the U.S. Sales continued to grow, reaching 320,000 vehicles in 1976 and 400,000 
vehicles in 1977, with sales of the prioritized Corolla and Celica growing particularly 
strongly.




With regard to trucks, TMS conducted advertising and sales promotion campaigns for 
the Hilux and expanded variations in response to customer requests, resulting in 
rapidly increasing sales volumes.


As a result of the expansion of sales networks and sales promotion measures 
undertaken in cooperation with dealers, passenger car sales reached 470,000 units 
and commercial vehicle sales reached 90,000 units in 1977. A little more than 20 years 
after Toyota's entry into the United States market-the first and most intense automobile 
market in the world-Toyota established structures to support annual sales of 600,000 
vehicles.


Item 5. Reinforcement of Sales Networks in Europe 
and the Middle East

Upon entering the second half of the 1960s, Toyota worked to adapt its vehicle 
specifications to individual regions based on product marketability and began business 
in automobile-producing countries with fierce competitive conditions.


Toyota began doing business in the United Kingdom in 1965, but sales were stuck at 
the 1,000 vehicle level until 1970. During this period, Toyota G.B. PLC., the local 
distributor, worked to develop a sales framework. As demand for automobiles rose 
rapidly as a result of the reduction of automobile purchase taxes in 1971 and other 
factors, sales began to rise substantially, reaching 24,000 vehicles in 1972.


In France too, sales remained low following market entry in 1967. The distributor 
agreement was terminated in 1970, and S.I.D.A.T was established the following year 
with cooperation from Switzerland-based Toyota AG, resulting in an expansion of sales 
channels.


West Germany was a world leading automotive market and also had one of the fiercest 
competitive market conditions. Deutsche Toyota-Vertrieb GmbH & Co. KG, a 
distributor, finally began operations in January 1971, and Toyota made its entry into the 
West German market.


By making a full-scale entry into European automobile-producing countries, Toyota 
steadily increased exports to Europe starting in the 1970s. As previously explained, 



S.I.D.A.T (France, c. 1971)

Assembly plant at Grupo Salvador Caetano (c. 1971)



Knockdown exports to Salvador Caetano I.M.V.T., S.A. in Portugal began in 1968. In 
1970, the company received a license from the Portuguese government and began 
constructing an assembly plant, and a plant with monthly production capacity of 1,250 
vehicles was completed in 1972 with equity participation from Toyota, greatly 
increasing production capacity. Efforts were also put into expanding and reinforcing the 
sales network by increasing sales sites throughout the country.


Following the oil crisis that broke out in November 1973, major changes took place in 
the European automobile industry including the nationalization of British Leyland Motor 
Corporation (BLMC) in the United Kingdom and substantial losses by Volkswagen in 
West Germany. Confronted with these difficult circumstances, the Toyota sales 
network, which had a short history and lacked strength, faced further problems.


Sales of Toyota vehicles in European markets took the sharpest decline in West 
Germany. In 1974, sales were 7,000 units, down 32 percent from the previous year. 
Deutsche Toyota Fehrtrip, the distributor, saw its inventories rising and its main bank, 
Herstatt Bank, went bankrupt, plunging the company into a management crisis. In 
November of that year, Toyota acquired the company, put it under its direct 
management, and worked to continue operations and rebuild the company. The 
number of dealers steadily increased from 494 in 1974 to 536 in 1975, 626 in 1976, and 
727 in 1977. During this period, Deutsche Toyota Fehrtrip's capital was increased and 
the name was changed to Toyota Deutschland GmbH in August 1976. The following 
year, a plan to construct a new head office building was launched with the aim of 
integrating the head office, parts warehouses, and the service plants-which had been 
at different locations-and reinforcing management functions. A completion ceremony 
for the new head office was conducted in May 1979.


In 1975, after the oil crisis, automobile sales in Europe started to recover faster than in 
Japan and the United States. Sales in West Germany, the Netherlands, Belgium, and 
other countries recovered in 1975 to 1973 levels, and sales in France too recovered 
rapidly starting in the autumn of 1975. In the midst of this market recovery, Toyota 
shifted to more aggressive policies, reinforcing its dealer network, actively introducing 
products, and conducting advertising and publicity campaigns. In the United Kingdom, 
attention was focused on improving sales efficiency and replacing existing dealers with 
new dealers. In France, efforts were also made to enhance sales capabilities and 
reinforce after-sales service systems, and the number of dealers was increased from 
180 in 1974 to 231 in 1977. As a result of this series of active measures, sales of Toyota 



vehicles in European countries grew at a pace that exceeded the recovery of the 
market as a whole.


In the Middle East, the epicenter of the oil crisis, automobile demand was growing 
rapidly as a result of abundant oil income. Automobile imports in 11 Middle Eastern 
countries soared from 190,000 vehicles in 1973 to 670,000 vehicles in 1976, 
transforming the Middle East into a major market overnight. In 1973, Toyota's exports 
to the Middle East were 30,000 vehicles, just 4.2 percent of its total exports. Exports 
nearly doubled in two consecutive years, reaching 102,800 vehicles in 1975, 
accounting for 12 percent of all Toyota exports.


Although exports of Japanese motor vehicles slowed in 1976 and 1977, Toyota 
vehicles continued to enjoy strong growth, reaching 209,300 vehicles in 1977, 
supported by the overwhelming strength of the Hilux and the Land Cruiser as well as 
strong sales of the Corona and Cressida (the export name of the Mark II).


New head office at Toyota Deutschland (c. 1979)



A Hilux being driven through the oil field regions of Saudi Arabia 
(high-temperature test; 1975)

Engineers sent from Japan and local maintenance personnel 
(Saudi Arabia, c. 1976)



Toyota persuaded its distributors to make additional efforts to develop after-sales 
service systems. One such example was the dispatch of technical advisors to Saudi 
Arabia in August 1976 and March of the following year to conduct training of local 
service personnel for two years. Facilities were also steadily expanded, including 
development of a new vehicle service plant in the United Arab Emirates and a 
comprehensive automotive center comprising a new vehicle warehouse and a service 
plan in Oman in 1977 and the construction of a general service center in Saudi Arabia 
in 1978.


Item 6. Reinforcement of Local Assembly Systems

Assembly began in Ireland, Indonesia, and Pakistan in the 1970s, bringing the total 
number of Toyota vehicle knockdown export destination countries to 15. The number 
of knockdown export vehicle series was increased, local assembly capacity was 
expanded, and knockdown exports steadily rose. Starting in the 1970s, however, 
numerous countries adopted automobile industry policies, and changes began to take 
place in the nature of knockdown exports. Numerous countries adopted or 
strengthened regulations requiring domestic production with the aim of fostering the 
development of national industry.


The Republic of South Africa announced a passenger car domestic production plan 
that was much stricter than previous regulations in 1969. The plan required the 
percentage of domestic production, calculated according to mass, to increase each 
year, eventually reaching 66 percent domestic production in the final year of the plan in 
1976. Motor Assemblies Ltd., the assembly company in South Africa, constructed a 
new assembly plant in 1971 and the following year created a machining facility line for 
engines and began internal engine manufacture, which had been outsourced since 
1968. The Mark II was introduced to the market in 1969 with the aim of targeting a 
higher-end market than the Corona.


As discussed in Chapter 1, Toyota made efforts to achieve a 60 percent local assembly 
rate in Australia. In 1971, Toyota purchased an additional stake in Australian Motor 
Industries and acquired capital in Thiess Toyota, which handled truck imports and 
sales.


The Australian government announced a draft of a new plan for passenger car 
domestic production in December 1971. Following extensive debate within Australia, 



the government decided in 1975 to adopt an automobile policy that would raise 
domestic production to at least 85 percent by the end of 1979. An 85 percent domestic 
production rate essentially required full-scale local production and entailed extreme 
difficulty in terms of profitability and technology, but in light of the importance of the 
Australian market in terms of its share of imports, and based on discussions with the 
Australian government concerning the domestic production plan, Toyota made a formal 
decision to participate in the plan in June 1976.


Achieving an 85 percent domestic production rate for passenger cars required local 
production of major components such as engines and transmissions. In February 1977, 
Toyota renamed Albury Trading (90% owned by Toyota) to Toyota Manufacturing 
Australia Ltd. (TMA) and began construction of an engine plant in May. Construction 
was completed in October of the following year and assembly of 4K engines for the 
Corolla began. With the completion of aluminum casting and machining lines in July 
1979, integrated production of engines and transmissions was achieved.


New engine plant at Tan Chong Motor Assemblies Sdn. Bhd. (South 
Africa, c. 1972)



Toyota became the largest shareholder of Australian Motor Industries with just under a 
50 percent stake in 1972, and began supplying the company with completely 
disassembled body panels, which until then had been shipped in sub-assembly 
condition. Other measures were taken to raise the domestic production rate including 
outsourcing of stamped panels production to GM Holden. In addition, a decision was 
made to purchase 1,900 cc engines manufactured by GM Holden for use on the 
Corona. As a result of these measures, Toyota achieved 85 percent domestic 
production rates for the Corolla and Corona in early 1980.


In Asia, major steps were taken to achieve domestic production in the Philippine 
passenger car industry. Toyota was subject to strong appeals from Delta Motor 
Corporation, its local partner, and following investigation into and debate on the need 
for cooperation, profitability, the burden of risk, the importance of the country's 
business in Southeast Asia, Toyota decided to undertake measures to increase local 

TMA (Australia, c. 1979)



production. Toyota was convinced that if it withdrew from the Philippine market, there 
would be effects on exports throughout Southeast Asia. Toyota provided cooperation 
concerning capital procurement and transfers of technology, and in 1973 Delta Motor 
began operations at a new plant and started local production of engine blocks for the 
Corona 12R engine and other parts.


In Indonesia, PT. Toyota Astra Motor (now PT. Toyota Motor Manufacturing Indonesia) 
was established as a joint venture in 1971. In conjunction with substantial risks that 
differed from those in the Philippines, there were many complications including 
negotiations with the local government until local production came about. During this 
time, major retooling was implemented at the assembly plant of PT. Gaya Motor, an 
assembly company, and vehicles to be assembled-such as the Corona, Land Cruiser, 
large trucks, and the Corolla-were introduced one after another. Production exceeded 
10,000 vehicles in 1973. With the construction of new Toyota Astra Motor offices in 
Jakarta in May of that year, Toyota's import and sales systems in Indonesia were 
further developed.


AMI (Australia, 1976)



TMA engine plant (Australia, c. 1978)



At that time, Toyota created the basic utility vehicle (BUV) as a general-purpose vehicle 
for developing countries designed to meet local needs and facilitate technology 
transfers in order to respond to the domestic production policies of various Asian 
countries.


PT. Toyota-Astra Motor (Indonesia, c. 1971)

Delta Motors (Philippines, c. 1973)



In order to confirm local market needs, Philippines-based Delta Motor and Indonesia-
based Toyota Astra Motor participated in the development from the design stages. The 
first prototype was completed in January 1975, and repeated tests of the performance, 
durability, specifications, and so on were conducted locally. Based on those tests, 
engineers from Delta Motor and Toyota Astra Motor determined the final specifications 
in collaboration with Toyota engineers, and Delta Motor conducted assembly tests, 
thereby ensuring no unexpected issues would arise.


The BUV was launched in the Philippines as the Tamaraw (with the KF10 engine) in 
December 1976. That same month, Toyota Mobilind was established in Indonesia to 
manufacture certain body parts including the cabin and deck, and the BUV was 
launched as the Kijang (model KF10) in June of the following year. The vehicles were 
well received in both countries.


Tamaraw Revo model KF10 (1976)



Toyota Kijang Model KF10 (c. 1977)



Part 3. Leaping Forward as a 
Global Corporation 



Chapter 1. New Start for Post-Merger Toyota & First Full-
Scale Production Outside of Japan  

Section 1. Voluntary Restraints 
Imposed on Exports to U.S. 

Item 1. Japan, U.S. Agree on Voluntary Restraints 
on Exports

In 1980, automobile production in Japan topped 10 million vehicles, putting Japan 
ahead of the United States as the world's largest automobile-producing country. This 
development was driven by exports, with exported vehicles that year reaching a 
historical high of 5.97 million units, marking the first time more Japanese-made 
vehicles had been sold overseas than within Japan. After the second oil crisis, 
compact cars began drawing consumer attention worldwide, and the high fuel 
efficiency and reasonable pricing of Japanese vehicles were beginning to win favor.


Including commercial vehicles, the export ratio for vehicles made in Japan in 1980-a 
year that also saw Toyota's exports of passenger cars top the 1 million mark for the 
first time-was a record-high 54 percent. However, this growing popularity of Japanese 
vehicles was also a contributing factor in the sudden increase in trade friction with the 
United States, Japan's largest export destination, which had begun in earnest in the 
late 1970s.


In 1980, the United States was experiencing an economic recession, and demand for 
passenger vehicles was down by 16 percent compared to the previous year, with sales 
slumping at 8.98 million units. Of that figure, Japanese vehicles accounted for 1.91 
million units, an increase of 9 percent over the previous year, marking an expanded 
market share of 21.3 percent. In contrast, U.S.-made vehicles fell by 21 percent. This 
resulted in the "Big Three" U.S. automakers of General Motors, Ford, and Chrysler, 
together with American Motors, all falling into the red. Chrysler was hit particularly 



hard, and had to accept a 1.5 billion U.S. dollar loan guaranty from the U.S. federal 
government.


Poor sales forced the U.S. automakers to expand layoffs, leading the nationwide 
United Auto Workers (UAW) and hardline anti-Japan members of the U.S. Congress to 
increasingly claim that Japan was "exporting unemployment". In February 1980, UAW 
President Douglas Fraser visited Japan to encourage Japanese automakers to impose 
voluntary restraints on their exports and invest in the United States.


Later that year in June, the UAW proclaimed that the sudden rise in unemployment was 
due to Japanese cars, and took the matter to the U.S. International Trade Commission 
(ITC), instigating Section 201 of the Trade Act. In August, Ford followed suit with the 
same claim, with management and workers joining together to request industrial 
protection measures in the form of restrictions on imported Japanese vehicles.


Toyota Motor Corporation (TMC) (which was still then Toyota Motor Co.) and its affiliate 
in the United States, TMS, formed a committee to devise various countermeasures. 
Toyota also joined together with its dealers across the United States and the American 
International Automobile Dealers Association to actively promote Toyota's position.


In October 1980, TMS Vice President Norman Lean took part in a public hearing of the 
ITC, telling those present that the difficulties the U.S. auto industry was facing were 
brought on by the economic situation, and not by imported vehicles. Based on the 
testimony of Lean and others, the ITC voted the following month three to two in favor 
of allowing continued imports of Japanese vehicles. Unfortunately, however, the ITC's 
decision was not enough to put an end to the trade friction between the United States 
and Japan.


With 1980 being a presidential election year in the United States, conditions were ripe 
to politicize the Japan-U.S. trade imbalance. After Ronald Reagan took office in 1981, 
a number of important members of his cabinet began asking the Japanese government 
to place voluntary restraints on vehicle exports. The U.S. trade representative in the 
new administration charged with resolving the trade issue was William Brock, who 
believed that some sort of specific trade policy was necessary and as such entered 
into negotiations with Japan's Ministry of International Trade and Industry (MITI; now 
Ministry of Economy, Trade and Industry). Pressure on Japanese vehicles was 
mounting day by day. In February 1981, a bill was submitted to the U.S. Congress, 



which would later form the basis of a Japan-U.S. agreement that restricted the annual 
import of Japanese-made passenger cars to 1.6 million units for three years.


The Japanese automobile industry responded by saying that all parties should wait 
until autumn, when any recovery in the U.S. auto industry would become clear, and 
that any action before then was premature. However, the Japanese government 
determined that a political conclusion had to be arrived at, so at the end of April, MITI 
Minister Rokusuke Tanaka and U.S. Trade Representative Brook negotiated and signed 
an agreement in Tokyo to restrict exports of Japanese cars to the United States.


Item 2. Repercussions Reach Canada and EC

On May 1, 1981, MITI publicized the outline of ministerial talks, announcing that for a 
three-year period from fiscal year 1981 (ended June 1982) voluntary restraints would 
be placed on the export of Japanese -made passenger cars to the United States, with 
a limit of 1.68 million vehicles in the first year. Japan's automobile industry had 
indicated that it would be able to live with exports of 1.82 million vehicles, comparable 
with the previous year's results, for a two-year period. However, with the upper limit of 
the first year set at only 1.68 million vehicles, the industry's calls had been ignored in 
terms of both the upper limit and the number of years.


As a result, 1981 marked the beginning of an era in which Japanese vehicles exported 
to the United States became subject to controlled trade. Although it had been 
proclaimed at the ministerial talks regarding the voluntary restraints that such restraints 
would cease at the end of fiscal year 1983 (ended June 1984) no matter what the 
circumstances were, no progress was made on restructuring the U.S. automakers, and 
a limit of 1.85 million vehicles was set for fiscal year 1984 (ended June 1985). Despite 
representing an increase over the previous year, it still meant that the system of 
voluntary restraints remained in place. The limit later reached an annual maximum of 
2.3 million vehicles, but it was not until the end of fiscal year 1993 (ended June 1994) 
that the voluntary restraint system was finally abolished.


The implementation of export restrictions to the United States had Japan's automobile 
industry worried about how such might affect exports destined for neighboring Canada 
and Europe, because trade frictions with Canada and Europe were growing more 
severe in conjunction with the car-trade issues between Japan and the United States.




In Canada, the downturn in the U.S. automobile industry brought with it a worsening of 
the employment situation, and together with the voluntary restraints imposed on 
Japanese cars exported to the United States, this prompted the Canadian government 
to be on guard against an influx of Japanese-made vehicles and to strongly petition the 
Japanese government to adopt similar measures to those adopted for the United 
States. At first, due to Japan's unfavorable trade imbalance with Canada, the Japanese 
government responded that it could not accede to such a request. However, after 
exports of passenger cars to Canada increased by almost 90 percent in the three 
months from January to March 1981, the government announced in June that it would 
cap exports for fiscal year 1981 (ended June 1982) at slightly more than 174,000 
vehicles, or a 10 percent increase over the previous year, as a gesture of restraint.


In Europe, meanwhile, the Comite des Constructeurs d'Automobiles du Marche 
Commun (Committee of Common Market Motor Manufacturers) and the European 
Metalworkers' Federation requested in 1980 that the relevant authority of the then 
European Community (EC) adopt measures to counteract the importation of Japanese 
vehicles. In November that year the EC Foreign Affairs Council made a statement 
directed at Japan for early and effective control of exported vehicles, followed by a 
resolution by the EC parliament in January 1981 indicating that it would formulate a 
common policy to protect European vehicles from Japanese competition.


Furthermore, in March 1981, the EC began monitoring imports of Japanese passenger 
cars, color televisions and numerically controlled machine tools, in an effort to rectify 
the trade imbalances between Japan and various EC member states.


In the governmental discussions between Japan and the EC, the EC pushed for 
moderation of Japanese vehicle exports to the region in its entirety; however, MITI 
argued that each EC member state's situation was different, so in principle Japan 
pursued individual negotiations with each relevant country.


In 1981, West Germany, Belgium and the Netherlands all requested controls on 
Japanese exports, and the Japanese government countered that it expected exports to 
grow only marginally that year, and that such marginal growth would effectively be the 
same as a self-imposed restraint. The result of this action was that some countries 
established regulations to promote domestically manufactured products, while others 
adopted preferential tax schemes for purchasing local products, leaving only 
Switzerland and the four Scandinavian countries with truly free and open markets.




Some countries in Europe left regulations formulated in the 1960s unchanged as they 
headed into the 1980s and beyond. For example, the direct import quota for 1991 in 
Italy was only 4,500 vehicles, while in Spain it was a mere 1,200 vehicles. Such 
restrictions remained in place against Japanese vehicles until 1992.


The ripple-on effect on exports to Canada and Europe that Japan's automobile 
industry had worried about with the implementation of voluntary restraints on exports 
to the United States had become a reality, and had a huge impact on the export of 
completely built units (fully manufactured vehicles) to advanced economies at the 
outset of the 1980s.


Item 3. U.S. Sales Structure Strengthened amid 
Voluntary Restraints

In fiscal year 1981 (ended June 1982), the first year that the limit of 1.68 million vehicles 
was imposed on exports to the United States, MITI monitored monthly export figures 
from each Japanese automaker in accordance with the Foreign Exchange and Foreign 
Trade Control Law1. The quota allocated to each company was based on the export 
results of 1979 and 1980.


The completed new TMS head office building (1982)



In effect, this meant that the road was closed to the expanding demand in the market 
that Japanese automakers had worked hard to develop. TMS was worried that the cap 
placed on the number of units that could be sold as a result of the voluntary restraints 
would have a negative impact on the income of dealers and lower their morale. In order 
to avoid this situation, the company implemented a number of special measures.


Firstly, it reviewed the model mix of the limited number of vehicles available for sale in 
order to efficiently improve profitability. The best example of that initiative was the 
redesigned Celica, launched in autumn 1981. TMS promoted the Celica's high 
performance and quality, succeeding in expanding the vehicle's sales to the extent that 
the Celica stood side-by-side with the Cressida in terms of profitability. The Celica 
Supra, in particular, which won Motor Trend magazine's "'82 Import Car of the Year" 
award, helped improve the image of Toyota's technology in the public's eye.


At the same time, TMS also established a specialized logistics company, Vehicle 
Processing Inc., in an effort to improve the efficiency of logistics operations. Then in 

Opening ceremony for new TMS head office building (1982)



1982, Toyota's first finance company, Toyota Motor Credit Corporation, was 
established to strengthen Toyota's sales support to dealers. Also that year, TMS 
upgraded its own facilities, building a new head office complex in Torrance, California, 
and relocating and expanding its San Francisco regional office.


Given that there was constantly a short supply of passenger vehicles, TMS embarked 
on increasing sales of Toyota trucks. Together with passenger cars, Japanese small 
trucks had become popular in the United States. In the five years leading up to 1980, 
annual exports of small trucks had increased almost three-fold, to 590,000 units. In 
May 1980, the U.S. government announced a change to the tax category of small 
trucks, effective from August that year. What had been classified as a 
"chassis" (chassis with a cab and no rear deck) and subject to a four percent customs 
duty, was reclassified as a "truck" and subject to a twenty-five percent customs duty.


In November 1971, Toyota had commenced outsourcing production of truck beds to a 
local company in California, which it fitted to chassis with cab exports from Japan. 
After confirming with the U.S. government that the chassis with cabs to be exported 
from Japan would be classified as "chassis", Toyota gradually increased its 
investments in the United States. In 1974, when the local truck bed manufacturer was 
facing financial difficulty, TMS stepped in and restructured the company entirely with its 
own capital. Then in 1980, TMS made a further 5 million U.S. dollar injection, renaming 
the company Toyota Motor Manufacturing USA (now, TABC) and introduced the Toyota 
Production System to enhance the company's efficiency and quality.


It was at that point that the U.S. government decided to change the tax classification. 
TMC and TMS jointly made an objection to the U.S. Department of the Treasury, and 
filed a suit in the U.S. Court of Customs and Patent Appeals. However, Toyota lost both 
the initial suit and the appeal, forcing the company to give up hope of taking the suit to 
the U.S. Supreme Court.


Although the increased customs duty forced TMS to increase the price of the trucks, 
the company had instituted a number of initiatives to increase truck sales, because, 
starting in fiscal year 1981 (ended June 1982), restrictions had been put on the number 
of passenger cars that could be imported into the United States. One such initiative 
was the new employment of so-called truck managers charged with enhancing sales to 
large corporate customers and state governments. Other initiatives included 
encouraging dealers to set up "truck centers," establishing the "Toyota President's 



Truck Club" for dealers who performed particularly well, and the introduction of a 
special awards system for dealers.


In 1978, following improvements made to it, the Hilux pickup truck became the No. 1 
vehicle imported into the United States. In order to maintain that position Toyota 
moved to enhance product strength, introducing a four-wheel-drive model in 1979, 
followed by diesel and extended-cab models in 1981. 



Section 2. Toyota Motor Co., 
Ltd., Toyota Motor Sales Co., 

Ltd. to Form Toyota Motor 
Corporation 

Item 1. Background to Merger Decision

Following the second oil crisis of 1979, the global economy moved into a low-growth 
phase. With disposable incomes shrinking in the wake of rising commodity prices, 
there was a gradual tail-off in domestic demand for new vehicles, which until then had 
enjoyed an expanding trend. Amid increasingly fierce sales competition, the number of 
new Toyota vehicles registered in Japan in 1980 fell 7.2 percent from the previous year 
to 1.49 million units. This was 37.3 percent of the domestic total, a fall for the second 
consecutive year.


In overseas markets, the worldwide economic recession led to intensified trade friction, 
resulting in the introduction in fiscal year 1981 (ended June 1982) of voluntary restraints 
on the export of Japanese-made passenger cars to the United States and voluntary 
measures to limit exports to the European Community. The growing seriousness of the 
trade friction issue meant that Toyota faced a situation in which it would be difficult to 
avoid producing in the United States and other developed markets, which it had 
supplied until then through exports. Additionally, two successive oil crises had 
increased momentum toward energy and resource conservation in all industrial sectors 
and competition to develop relevant technology began in earnest in the automobile 
industry as elsewhere. Having grown into one of Japan's core industries with the 
expansion into overseas markets in the 1970s, the automobile industry of the early 
1980s found itself confronted with difficulties and ended up grappling with a range of 
issues.


At this historical turning point, demands were high that automakers effect 
improvements, including swifter decision-making and more-efficient use of economic 



Shoichiro Toyoda appointed president of Toyota Motor Sales, Co., Ltd. 
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resources. As such, the senior management of Toyota Motor Co., Ltd. and Toyota 
Motor Sales Co., Ltd., which shared a keen sense of the impending crisis, took 
decisive action to deal with a longstanding issue. That issue was the merger of their 
two companies, which had existed as separate entities since Toyota's production and 
sales functions were forced to separate in 1950 as a condition for business 
reconstruction at the time.


Since the separation, the two companies had expanded their operations in their 
respective sectors, acting as paired wheels on a vehicle. This two-company structure, 
unknown among its rivals, was admired from outside the company as a Toyota 
strength. However, in order to achieve fast-reacting stewardship of its business in the 
face of difficulties such as the intensifying trade friction and the transfer to local 
production overseas, it had become vital for Toyota to return to being a business entity 
unified both in name and in practice.


On January 25, 1982, the two companies agreed to merge and signed a memorandum 
of understanding. To get to that point, however, carefully planned steps were taken at 
the human and organizational level. To start with, in June 1981, Toyota Motor Co., Ltd. 
Executive Vice President Shoichiro Toyoda was appointed president of Toyota Motor 
Sales Co., Ltd. and at the same time two directors of Toyota Motor Co., Ltd. became 
directors of Toyota Motor Sales Co., Ltd. Next, in July, a similar measure was applied at 
managerial level, when two section managers of Toyota Motor Co., Ltd. were 
transferred to Toyota Motor Sales Co., Ltd.


On his appointment as president of Toyota Motor Sales Co., Ltd., Shoichiro Toyoda 
commented as follows:


With the slump in demand since the second oil crisis, trade friction with 
the countries of Europe and North America, and intensified worldwide 
competition in the compact car market, the automobile industry of today faces 
an extremely challenging situation. Our very survival is at stake in the severe 
struggle that is unfolding. To make it through this difficult situation, we need to 
enhance our marketing capabilities and create even closer coordination with 
Toyota Motor Co., Ltd. In doing so, I believe that it is essential we exploit the 
strengths of our two companies in an organic fashion and to the maximum 
degree possible. At the same time, we must relentlessly pursue two eternal 



questions for Toyota: how to meet user expectations; and what measures to 
deploy to benefit our dealers. 

Additionally, he identified the following three management tasks:

1. Accurately identify market needs and reflect them in attractive products.

2. Reinforce the unity of relationships among the two Toyota companies and the 

dealers and build a system for annual sales of two million units.

3. Actively implement an overseas strategy based on a long-term perspective.


Following his appointment, President Toyoda made energetic visits to dealers in all 
regions of Japan - as required by the principle of genchi genbutsu (going to the source 
to find the facts) - in order to listen to people at the frontline of sales and to build a 
solid relationship of trust. During this time, as well, groundwork in preparation for the 
merger of Toyota Motor Co., Ltd. and Toyota Motor Sales Co., Ltd. continued steadily 
below the surface.


Item 2. A New Toyota is Born


Merger of Toyota Motor Co., Ltd. and Toyota Motor 
Sales Co., Ltd. 
The signing of the memorandum of understanding on the merger of Toyota Motor Co., 
Ltd. and Toyota Motor Sales Co., Ltd.1took place on January 25, 1982. Among the 
main points of the memorandum were that the two companies were to merge on an 
equal footing and that the target date for the merger was to be July 1, 1982.


At a press conference after the signing, President Eiji Toyoda of Toyota Motor Co., Ltd. 
and President Shoichiro Toyoda of Toyota Motor Sales Co., Ltd. issued the following 
statement on the significance of the merger:


To adapt to the dramatic changes of the 1980s and to further consolidate the position 
that Toyota has built up over the years, now more than ever we need to take a more 
holistic and flexible approach to exploiting the functions of production and sales, which 
are two sides of a coin. To do so, we need to further enhance the management of our 
two companies, which are already effectively in the process of integrating, unite the 
systems of the two companies to speed up decision-making, make more effective use 
of human resources, and invest funds and other economic resources efficiently in the 



Merger agreement signed between Toyota Motor Co., Ltd. and Toyota 
Motor Sales., Ltd. (1982)
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sectors where they are needed. It is essential that we put in place a system to achieve 
these ends, and our two companies have reached a shared conclusion that merging 
our two companies is the best method to achieve such.


Only two days later, on January 27, a committee to prepare for the merger chaired by 
Toyota Motor Co., Ltd. Senior Managing Officer Gentaro Tsuji was set up. The 
committee had a total of five members including one managing officer and one director 
from each company. July 1 was set as the date of the merger on the basis that, once 
the decision was made, the sooner it was implemented the better. There was no time 
for delay and the committee immediately set about concrete assessment of issues 
essential to the merger, such as the merger ratio, the amount of capital, the number of 
directors, organizational structures, and which banks to select as the main banks , and 
began making arrangements.


For 32 years, since the separation of the sales division to establish Toyota Motor Sales 
Co., Ltd. in April 1950, the two companies had assumed separate responsibilities for 
production and sales. In the initial period of their separation, the two companies had 
agreed to coordinate their operations and in 1962 a framework for meetings by 
representative directors of both sides was set up to discuss important matters. These 
efforts allowed concentrated investment of economic resources in their respective 
areas of activity and enabled Toyota to reach a leading position in the industry. Then, 
from 1978, Toyota Motor Co., Ltd. and Toyota Motor Sales Co., Ltd. began personnel 
exchanges to encourage an even greater sense of unity and also introduced joint 
training for newly appointed managerial staff and new employees. However, in order to 
respond to issues such as the intensifying trade friction and the establishment of 
production plants overseas, and to make possible speedy decision-making, Toyota 
Motor Co., Ltd. and Toyota Motor Sales Co., Ltd. needed to integrate and rebuild all 
functions.


Preparations for the merger proceeded at a vigorous pace, and on March 15, 1982, 
Chairman Masaya Hanai and President Eiji Toyoda from Toyota Motor Co., Ltd. and 
Chairman Seishi Kato and President Shoichiro Toyoda from Toyota Motor Sales Co., 
Ltd. attended a ceremony to sign the merger agreement, the main points of which were 
as follows:


1. Toyota Motor Co., Ltd. was to change its trading name on the date of the merger to 
TOYOTA MOTOR CORPORATION.




2. Toyota Motor Co., Ltd. was to increase the number of authorized shares by 2 billion 
shares (with a value of 100 billion yen) to a total of 6 billion shares (with a value of 
300 billion yen).


3. The shares of the new company were to be allocated at a ratio of 0.75 of a share of 
Toyota Motor Co., Ltd. in exchange for one share of Toyota Motor Sales Co., Ltd. 
However, no new shares were to be allocated for the 210 million shares of Toyota 
Motor Sales Co., Ltd. held by Toyota Motor Co., Ltd.


On May 13, the two companies held extraordinary general shareholders meetings to 
approve the merger agreement, which was accepted without amendment. With 
approval having been granted by the Japan Fair Trade Commission on May 8, all 
required legal procedures were completed by the merger date of July 1.


And so, on July 1, 1982, the new Toyota came into being, and Toyota became a single 
company once again for the first time in 32 years. That morning at 9:30, immediately 
before the first Board of Directors meeting, all 53 executives, including the corporate 
auditors gathered at the Head Office to attend the unveiling of the new corporate 
nameplate. A firm tug on a cord by Eiji Toyoda, president of Toyota Motor Co., Ltd. and 
Shoichiro Toyoda, president of Toyota Motor Sales Co., Ltd., revealed a mahogany-red 
plate made of U.S. granite bearing the engraving "Toyota Motor Corporation".


At a Board of Directors meeting that day, Eiji Toyoda was appointed chairman; 
Shigenobu Yamamoto, executive vice president of the former Toyota Motor Co., Ltd., 
was appointed vice chairman; and Shoichiro Toyoda was appointed president. At the 
same time, a system of divisional control by executives of senior managing officer rank 
and above was introduced and responsibility for the various divisions was decided. The 
capital of the new company was 120.904 billion yen and the number of employees 
56,700.


At a press conference that afternoon, Chairman Eiji Toyoda and President Shoichiro 
Toyoda announced the following management policy:


1. Adopting the motto "Customer First", Toyota Motor Corporation, its dealers and 
suppliers will unite to deliver attractive products.


2. In addition to building a system for annual domestic sales of 2 million units, the new 
Toyota will also actively implement an overseas strategy from a long-term 
perspective.




3. The benefits derived from the merger will be returned to consumers by providing 
low-price, quality vehicles.


President Toyoda also stated his commitment to always remembering the "3 C's3" as 
they worked to create the history of the new Toyota.


On the same day, Chairman Toyoda sent all employees a message beginning with the 
statement that Toyota's postwar period had come to an end.


On the establishment of the new Toyota, Chairman Eiji Toyoda sent the following 
message:


"Toyota's postwar period came to an end at Toyota on June 30 1982. On 
July 1, we took the first step into a new future. 

Toyota sold its first car in December 1935 and became an automobile 
company recognized by the Japanese government in September 1936. 
Nevertheless, it was not yet an independent company, and was no more 
than the automobile department of Toyoda Automatic Loom Works, Ltd. 
GM operated an assembly plant in Osaka and Ford had one in Yokohama, 
and the share of Japanese-made vehicles in the domestic market had not 
even reached the level that imported cars have in the market nowadays. 

Toyota became an independent company in August 1937. This company, 
which carried out the manufacture and sale of vehicles, set up a 
nationwide network of dealers, thus building a system for delivering sales 
and services. 

However, before long, the company had to adapt to conditions of war and 
a controlled economy. The sales function was replaced by controlled 
distribution, and Toyota was integrated into the Japan Automobile 
Distribution Co., Ltd., which became the sole agent for vehicles of all 
companies, while dealers throughout the country were also integrated into 
unitary regional distribution companies. 

The war ended with Japan's defeat and the country was occupied by the 
allied armies. The allied military command ordered the immediate 
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dissolution of the distribution companies. Toyota needed to rebuild its 
nationwide dealer network, and succeeded in rapidly restoring the system. 

However, amid the social and economic turmoil of the postwar period and 
the severe shortage of materials, the company's business situation 
gradually worsened. Unable to cope with the inflationary wave of 1949, 
the company was driven to the brink of bankruptcy. Forced to seek 
assistance from the world of finance, the company had to accept the 
conditions imposed in exchange for assistance. One of the conditions was 
that Toyota Motor Sales Co., Ltd. was to be separated from Toyota Motor 
Co., Ltd. in order to keep production financing separate from sales 
financing. It was like a lovers' separation, but there was no other choice. 

After this, arrangements were put in place to ensure that Toyota Motor 
Co., Ltd. and Toyota Motor Sales Co., Ltd. could be properly managed 
under conditions of separation. A friendly rivalry was created through 
interpersonal relationships. By staying ahead of events, Toyota succeeded 
through this arrangement in continuing its development up to the present. 
With the world continuing to change around us, we will have to fight for 
our survival. The time has come for us to shake off the lingering shadows 
of the postwar period and make a new start. 

Returning to our original form and unfolding our full capacities, let us work 
to open up a new future." 

Creating New Systems 
The new Toyota adopted the Head Office of the former Toyota Motor Co., Ltd. in Toyota 
City as its Head Office. The Head Office of the former Toyota Motor Sales Co., Ltd. in 
Nagoya became the Nagoya branch and the Tokyo building completed in February 
1982 in Tokyo's Bunkyo Ward became the Tokyo branch.


The structuring of new systems was carried out with an awareness of the need to 
speed up decision-making and improve operational efficiency so as to reap the 
benefits of the merger as soon as possible. Chairman Toyoda focused logistics as one 
area that promised to benefit from the merger and ordered the establishment of a new 
Logistics and Control Group.




Taking such into account, the new Toyota adopted for its inception an organizational 
structure consisting of eight functional groups: Honsha Staff and Line Group, 
Purchasing and External Procurement Group, Japan Sales Business Group, Overseas 
Operations Group, Technology & Production Engineering Group, Logistics and Control 
Group, Production Group, and administration offices and other facilities. Meanwhile, 
the 26 divisions and departments that had been shared between Toyota Motor Co., 
Ltd. and Toyota Motor Sales Co., Ltd., including the Secretarial Department, Personnel 
Division, and General Administration Division, were consolidated into 18, and, including 
the Customer Relations Division and Property Control Division, the new system 
encompassed a total of 148 divisions and 595 sections.


The new Customer Relations Division created a single contact point for customer 
inquiries and complaints, which had previously been dealt with by individual divisions. 
At the same time steps were taken to put in place a system of customer response at 
domestic dealers and overseas distributors. An additional aim was to follow the 
"Customer First" principle that had been declared management policy after the merger 
by collecting and analyzing customer comments and using the findings to make better 
vehicles, thereby maintaining and expanding Toyota's loyal customer base.


As the appointments to the new organization were made, President Shoichiro Toyoda, 
as he gave instructions, said: "We must reap the rewards of the merger as soon as 
possible and build a new Toyota Motor Corporation that can win true public trust."


In June 1982, immediately before the creation of the new Toyota, a ballot of labor union 
members was held on the unification of the labor union organizations that had been 
separated in 1970. As a result, on September 1, the labor union was also reunified. 
Significantly, 1982 marked the 20th anniversary of the conclusion in 1962 of the Joint 
Declaration of Labor and Management. In March, ahead of the merger, the to-become 
company and unions marked their forthcoming fresh start as Toyota Motor Corporation 
by pledging to further deepen the ties of trust between labor and management, to join 
hands to overcome difficulties, and to devote constant efforts to achieving long-term 
prosperity as a truly global enterprise and guaranteeing a stable livelihood for 
employees. Moreover, at the signing ceremony of the new labor management 
agreement on September 6, President Toyoda and Labor Union Chairman Saburo 
Suzuka reaffirmed the basic principles of the Joint Declaration of Labor and 
Management.




On September 27, the 78th ordinary general shareholders meeting, the first since the 
merger, was held, and approval was obtained for reporting items relating to the merger. 
The following day, the registration of the merger was completed, bringing all related 
procedures to a conclusion.


Eight new directors and one new corporate officer were nominated at the general 
shareholders meeting, and the subsequent Board of Directors meeting saw the launch 
of the new management system consisting of a chairman, vice chairman, president, 
and, serving below them, three executive vice presidents, seven senior managing 
officers, nine managing officers, 26 directors, and five corporate auditors. Under this 
new system, a range of executive meetings provided a framework for promoting 
interaction between executives across all areas from technology to production and 
sales, realizing progress toward the faster decision-making, effective use of human 
resources, and efficient utilization of economic resources, which were the objectives of 
the merger.


The merger was also the occasion for adjustment of employment conditions. Although 
the two companies had in principle offered identical employment conditions, 
differences had arisen regarding various allowances. To remedy the situation, at the 
Tokyo branch, which had been formed by the amalgamation of branches of both the 
former Toyota Motor Co., Ltd. and Toyota Motor Sales Co., Ltd., a committee with 
representatives from both sides was set up in advance of the merger to make 
adjustments and create uniform practice in all areas from working hours to canteen 
arrangements and female staff uniforms.


Item 3. Aiming for Annual Domestic Sales of 2 
Million Vehicles

After the merger, Toyota devised a series of measures to strengthen its sales structures with 
the aim of building a system for annual domestic sales of 2 million vehicles.


The effect of the merger would soon be apparent in domestic sales performance as reflected in 
the figures for vehicle units sold and market share. For this reason, strengthening of the sales 
system had become an important and pressing issue not just for the harmonization of the 
former Toyota Motor Co., Ltd. and Toyota Motor Sales Co., Ltd., but also for the consolidation 
of the integration with Toyota of its dealers and suppliers.




In July 1982, at the same time as the merger, to strengthen dealers' sales operations and 
improve their management operations, proposals were presented that offered dealers a 10-day 
extension of payment deadlines and an increased profit margin. Additionally, a system 
providing loans for investment in strategic equipment, the third such system, was set up so 
that low-interest loans could be offered to promote the establishment of new sales bases or 
refurbishment of existing ones. At the same time, generous support measures for increases in 
sales staff were devised.


In October of the same year, there began a program of informal meetings between dealers and 
senior management, arranged by sales channel or by regional block. The informal meetings 
also included tours of production plants, visits to the Engineering Group premises, and similar 
events that encouraged dealers to feel a closer connection with the new Toyota, which 
combined the former Toyota Motor Co., Ltd. and Toyota Motor Sales Co., Ltd. At a succession 
of these informal meetings, senior management on the dealer side presented more than 100 
comments and requests, which Toyota promised to take into account in product development 
and sales strategy.


Meanwhile, in the one year immediately before the merger, in line with Toyota Motor Sales Co., 
Ltd. President Shoichiro Toyoda's policy of emphasizing dialog, there had been an expansion 
in the program of executive visits to dealers. To build a mutual relationship of trust between 
Toyota and dealers, these visits were stepped up to twice the previous level in that year.


Regarding the merger of Toyota Motor Co., Ltd. and Toyota Motor Sales Co., Ltd., the 
mainstream view in the media had been that harmonization would be a long process, while 
within the industry there were quite a number of people who saw it as a good opportunity for 
other companies to challenge Toyota. However, the speedier decision-making that had been 
the objective of the merger bore steady fruit in each organization group. The Japan Sales 
Business Group, in particular, which had worked actively to put in place sales support 
measures and strengthen product performance, was among the first to show the benefits of 
the merger. In 1982, the number of new Toyota vehicles registered in Japan grew to 1,524,000 
units, a 2.0% year on year increase, while market share grew year on year by 0.5 percentage 
points to 38.8 percent. In the following year, 1983, the figure grew again to 1,599,000 units and 
market share to 40.2 percent, passing the 40 percent mark for the first time in the nine years 
since 1974.


Item 4. Driving Forward Quality Control Activities

Quality control activities (sometimes abbreviated to "QC"), which were actively being 
pursed among dealers around the time of the merger of Toyota Motor Co., Ltd. and 
Toyota Motor Sales Co., Ltd., took off from around this same period as an approach to 
improving management systems.




The introduction of quality control to dealers, prompted by an awareness of the need 
for coordination between manufacturing and sales and for strengthening of sales 
capabilities, was decided at the end of 1980 at a joint policy meeting between Toyota 
Motor Co., Ltd. and Toyota Motor Sales Co., Ltd. In response, in February 1981, a an 
office to promote QC activities was set up within Toyota Motor Sales Co., Ltd. to start 
preparing for the introduction of quality control. In March 1982, the first executive study 
meeting for representatives of dealers nationwide was held, and quality control 
activities among dealers began.


Dealer Executive QC Seminar (1982)



By the beginning of 1983, the year following the merger of Toyota Motor Co., Ltd. and 
Toyota Motor Sales Co., Ltd., approximately 90 percent of all dealers, including parts 
distributors and others, had introduced quality control in some form. Responding to 
this increasingly widespread adoption of quality control, in February 1983 Toyota 
established the new QC Promotion Department responsible for promoting quality 
control Toyota-wide, and an award system was instituted under the title "Toyota 
Dealers QC Promotion Prize". Additionally, from 1984, the National QC Convention of 
Toyota Dealer was introduced as a forum for presenting the benefits of quality control 
and awarding prizes. As a result, by 1997, approximately 60 percent of dealers in 
Japan had received the Toyota Dealers QC Promotion Prize, a sign of the steady 
raising of levels of quality across the board.




The rollout to sales functions of quality control, which was seen at the time as a quality 
control method for manufacturing divisions, was an unusual step and attracted 
attention from many sectors of industry. The pursuit of quality, which is a founding 
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principle of Toyota, was reaffirmed on the occasion of the merger of Toyota Motor Co., 
Ltd. and Toyota Motor Sales Co., Ltd, and brought major benefits to sales divisions 
also.


Meanwhile, along with the establishment of the TQC Promotion Department President 
Shoichiro Toyoda announced a policy for the management team to take the lead in 
tackling quality control. Accordingly, the 1st QC Study Group, attended by all board 
members, was held over three days and two nights in June 1983. The themes for 
discussion, which included "integration and increased efficiency in sales, product 
planning, development, and production" and "strengthening of dealer corporate 
systems", focused on internal coordination and coordination with dealer, as that was 
important immediately after the merger. From that year on, the QC training seminar for 
executives meeting came to be held every year, and in 1991, its ninth year, the group 
was renamed the Executive Study Group.


Item 5. Increasing Efficiency in Logistics


Restructuring Related Organizations 
As reflected in the establishment of a new Control and Logistics Group at the time of 
the merger in accordance with a proposal by Chairman Eiji Toyoda, the area in which 
the greatest benefit in terms of rationalization and improved efficiency was expected 
following the merger was logistics. This was because, before the merger, after vehicles, 
spare parts, and other products were transferred from Toyota Motor Co., Ltd. to Toyota 
Motor Sales Co., Ltd., there were few examples of operations being duplicated due to 
separate handling by the two companies.


On the organizational front, the Vehicle Administration Division, Export Vehicle 
Administration Department, and other divisions transferred from Toyota Motor Sales 
Co., Ltd. at the time of the merger were reorganized into three logistics divisions: the 
Domestic Operation Division, Export Operation Division, and Parts Logistics Division. 
At the same time, a Logistics Administration Department to carry out personnel 
functions was established in the Production Control Division. The three logistics 
divisions drew up a three-year plan to extend this feature from production divisions to 
sales divisions and then to all Toyota-related entities. As the implementing organization, 
the Logistics Conference was instituted in February 1983 (renamed Logistics 
Committee in 1984).




Promoting Improved Efficiency 
Under the new system, the first issue tackled was the integration of finished-vehicle 
inspection processes, which had been duplicated between Toyota Motor Co., Ltd. and 
Toyota Motor Sales Co., Ltd.


Before the merger, finished vehicles were lined up in a section of a Toyota Motor Co., 
Ltd. yard demarcated by a white line. Toyota Motor Sales Co., Ltd. staff would go there 
to carry out an inspection and move vehicles that passed to a Toyota Motor Sales Co., 
Ltd. yard. In addition to the inspection, Toyota Motor Sales Co., Ltd. undertook the 
fitting of tools, instruction manuals, and other accessories. Not only were the 
procedures themselves duplicated; as working patterns were also different, with a day-
and-night two-shift system at Toyota Motor Co., Ltd. contrasting with daytime-only 
working at Toyota Motor Sales Co., Ltd., vehicles produced during the night were held 
in the inspection yard, meaning that the plant needed space to hold nearly twice the 
number of vehicles produced in one day.


To remedy this, the plan was to eliminate the inspection procedure on the Toyota Motor 
Sales Co., Ltd. side, and include the fitting of tools and other accessories in the 
production line operation. The key to success was in building in quality in the assembly 
process, and not only Toyota's finished vehicle plants, but all vehicle body 
manufacturers, worked on quality improvement measures. In implementing the new 
procedure, Toyota remained receptive to dealer and customer comments, carrying out 
checks and tests to ensure that there were no issues and taking approximately one year 
to replace the old work procedure.


As a result, finished vehicle holding was minimized, and the number of inspection and 
transfer yards was also reduced, allowing a reduction of approximately 30 percent in 
internal and external staffing levels and yard area. So that this rationalization would not 
negatively impact external contractors, they were commissioned with new operations 
and some of their employees were taken on as staff as part of a comprehensive set of 
measures to implement the changes sensitively.


At overseas logistics divisions, meanwhile, the process leading up to the marine 
shipment of vehicles and spare parts for export was reviewed to reduce the number of 
days of product holding. Regarding export vehicle logistics bases, after the start of 
operations at the Tahara Center (now Tahara Yard), which was completed in 1981, most 
of the Nagoya Port Joint Yard, which had been on lease to Toyota, was returned, 



nevertheless leaving 37 joint yards here and there. In 1982, therefore, Toyota acquired a 
site in Tobishima Village, Ama County, Aichi Prefecture (Nagoya Port West Sector 4), 
and in June 1985, the new export base, Tobishima Wharf Center, was completed. The 
concentration of yard operations in one place allowed excessive transportation and 
other operations to be eliminated. By the end of the 1980s, all joint yards had been 
returned, while the inspection procedure for export vehicles, which had been carried out 
redundantly, was also successively phased out from 1984.


The reform of logistics operations, which had begun with the merger, proceeded at a 
rapid pace. The associated improvements led to the spread throughout Toyota, 
including to dealers, of the Toyota Production System approach, whereby lead time was 
reduced simultaneously with improvement of service and elimination of muda (wasteful 
practices). In addition, it had become standard practice among all Toyota-related 
entities to implement kaizen (continual improvement) characterized by the phrases "not 
transporting anything other than the necessary items", "creating a structure that can 

Tobishima Wharf Center completed (1985)



change direction quickly", and "as lead time is logistics time plus holding time, the point 
is how to reduce holding time".


In this way, in the space of approximately three years after the merger, Toyota came 
close to reaching its goal of improvements to link production and logistics. Having 
fulfilled its three-year plan, the Logistics Committee was dissolved in June 1986 and 
subsequent efficiency measures were implemented as specific programs of individual 
logistics divisions.




Section 3. Local Production 
Starts in North America 

Item 1. Negotiations with Ford

As the shift to compact cars accelerated following the second oil crisis in 1979, 
American automakers found themselves in a predicament, and economic tensions 
between Japan and the United States intensified.


At this time, Toyota Motor Corporation (TMC) was pressed to make a crucial decision 
concerning local production in the United States. Honda Motor Company announced in 
January 1980 that it would produce passenger cars in the U.S. state of Ohio, where it 
already had a motorcycle plant, and, in April, Nissan Motor Co., Ltd. adopted a plan to 
build a small truck plant in the state of Tennessee.


TMC was receiving offers of inducements to build a plant from numerous states, and in 
April 1980 it hired three Japanese and American research companies and began 
investigations for establishing operations in the United States. The results of the 
research ranged from suggesting that TMC should aggressively move to set up local 
production to warning that TMC should watch its steps very carefully. Determining 
whether such a venture would be profitable or not depended on what assumptions were 
used, and there was no definite conclusion provided that indicated local production 
would be beneficial.


As the investigations proceeded, TMC began to form a concrete plan for starting local 
production. The plan was based on joint production of passenger cars with Ford Motor 
Company (Ford). In May 1980, Toyota Motor Co., Ltd. President Eiji Toyoda sent a 
personal letter proposing joint production to Ford President Donald Petersen. President 
Toyoda had determined that industrial cooperation between Japan and the United 
States through the joint development and production of a compact car would support 
the restoration of the American automobile industry, which had fallen on hard times. 
One of the reasons Ford was selected as Toyota's candidate partner was because 
Toyota had learned much from Ford in the past.




President Petersen visited Japan in June 1980 and met with senior managers at the 
Toyota Motor Co., Ltd. head office to start full-fledged negotiations. Toyota proposed 
that a new model under development to be sold as the Camry be manufactured at a 
Ford Plant and sold through both companies' sales channels. However, this model 
would be in competition with a new compact car that Ford was developing, so this 
proposal was discarded. Toyota next proposed a passenger car somewhat smaller than 
the Camry, but Ford determined that this model too would compete against a vehicle 
that it planned to develop, and the negotiations came to an impasse.


Later, Ford developed an interest in the marketability of the Toyota Townace van, and 
agreement was tentatively reached in March 1981 on joint production of a passenger 
van based on the Townace. However, when Ford conducted a product clinic to solicit 

Model KR10 Townace (1976)



customer opinions of the vehicle, the assessments were not entirely positive, with some 
saying that the vehicle was too small to be a successor vehicle to Ford's Econoline van 
series, so this proposal too came to nothing.


Ultimately, the inability to reach agreement on the vehicle was the decisive cause of the 
negotiations breaking down. The companies confirmed the conclusion of the 
negotiations in July 1981.


Item 2. Joint Venture with GM

NUMMI Established 
Shortly after the breakdown of talks with Ford in July 1981, a proposal for an alliance 
was received from General Motors Corporation (GM; now General Motors Company). 
Toyota Motor Sales Co., Ltd. Chairman Masayuki Kato met with GM Chairman Roger 
Smith in Detroit that December and proposed that talks be held with Toyota Motor Co., 
Ltd. President Eiji Toyoda. GM quickly took action and dispatched executives to Toyota 
Motor Co., Ltd. in January 1982.


President Toyoda and Chairman Smith also held talks in New York in March 1982. 
Chairman Smith made a highly specific proposal that 1) the two companies invest 
equally in a joint venture company to be operated by Toyota and 2) a GM plant on the 
West Coast produce 200,000 to 400,000 units of a new Corolla-based GM vehicle 
starting in the autumn of 1984. From this point on, the details of the joint venture were 
negotiated by personnel on the operational level.


At that time, GM, which had stumbled with the internal development of a compact car, 
was being supplied compact cars by Isuzu Motors Ltd. and Suzuki Motor Co., Ltd. 
(now Suzuki Motor Corporation), its business partners. Even so, the volume was 
inadequate, and GM sought to acquire a higher volume and gain compact car 
production expertise through joint production with Toyota.


Economic friction between Japan and the United States led to the imposition of 
voluntary import restraints on passenger cars manufactured in Japan in fiscal year 
1981 (ended June 1982). Despite this, moves by the U.S. Congress to adopt a local 
content law were growing. Under such circumstances, joint production with GM as a 
new model for industrial cooperation between Japan and the United States was 



expected to contribute to reinvigorating employment and the parts industry in the 
United States and to have a beneficial effect on bilateral relations.


For TMC too, there was considerable significance in local production at a previously 
unseen scale in the world's largest automobile market. In addition, with the possibility 
that expanding production in North America would became unavoidable, the project 
offered the benefits of enabling Toyota to expand into North America through a joint 
venture that required relatively little investment and to learn about local production. 
Joint production with GM was the best possible response to TMC's issues as well as 
to the trade friction between Japan and the United States.


Internally, however, opinions counseling caution and raising concerns were also voiced. 
TMC's Production Related divisions felt uneasy about publicly disclosing production 
expertise in a joint venture plant, and the Sales and Marketing Divisions was worried 
about supplying a leading model to a competitor. In addition, cooperation with the 

Signing of joint venture production memorandum with General Motors 
(1983)



United Auto Workers Union (UAW) was also a major issue. Despite these concerns, the 
negotiations on joint production between TMC and GM progressed, and in February 
1983, a basic agreement was reached to use GM's Fremont plant in California, which 
GM had recent ly c losed.The main content o f the memorandum of 
understanding1signed at that time was as follows: 1) the ratio of investment in the new 
company would be 50:50, 2) production would start as soon as possible in the 1985 
model year with a target annual production of approximately 200,000 units, and 3) the 
joint venture term would be no more than 12 years from the start of production.


The U.S. Fair Trade Commission granted provisional approval in December 1983, and 
the hurdle of U.S. antitrust laws, an area of concern, was cleared. In February 1984, 
TMC and GM each contributed one half of 200 million U.S. dollars in capital to 
establish New United Motor Manufacturing, Inc. (NUMMI), and TMC Managing Officer 
Tatsuro Toyoda was appointed as its president.


In April 1984, TMC and GM held a press conference in Nagoya concerning the 
establishment of NUMMI. Chairman Toyoda stated his belief that "the spirit of 
competition and cooperation is the foundation that supports global economic 
development" and expressed TMC's determination for the joint venture product to 
serve as a "model of success for industrial cooperation between Japan and the United 
States."


NUMMI Starts Production 
NUMMI adopted as its fundamental policy "achieving high productivity through the 
Toyota Production System to supply high-quality, low-cost passenger cars". Achieving 
this would require that numerous issues be resolved including maintaining stable labor-
management relations, effectively transplanting a production system based on the 
Toyota Production System, and building close cooperative relationships with local parts 
manufacturers.


The labor-management issue made it difficult to introduce the Toyota Production 
System. The scope of duties of employees affiliated with the UAW was strictly 
determined by union rules, and this was incompatible with the Toyota Production 
System, which was based on multi-skilled workers who can flexibly cover multiple 
processes. In negotiations with the UAW, TMC gradually gained the understanding of 
the union by continuously and persistently emphasizing the fundamentals of Toyota's 
manufacturing, which is based on the customer's perspective and the idea of long-



term and stable improvement of working conditions as the basis of a stable labor-
management relationship.


In September 1983, an agreement was reached with the UAW headquarters providing 
that "labor and management are partners for achieving shared goals", a revolutionary 
labor-management agreement at the time. This made it possible for NUMMI to adapt 
its work duty rules and employment regulations to Toyota policies. Specifically, Toyota-
made systems, such as a team system, a multi-process handling system, and a system 
for workers to immediately stop the line in the event of a defect, were introduced. The 
agreement also included provisions concerning a small number of job types, which 
allowed for flexible transfers, hourly wages and the company's rights concerning 
promotions and transfers as well as a no-strike clause effective during the term of the 
agreement, establishing a personnel system that could support the Toyota Production 
System.


Practical training for NUMMI trainees at Takaoka Plant (1984)



The Fremont Business Preparations Department was established in March 1983 to 
facilitate cooperation between TMC in Japan and the local operations and to achieve 
an effective start of production. The department included personnel and accounting 
sections and established a comprehensive interdepartmental implementation 
organization not previously seen. In addition, the "mother plant system" where a plant 
in Japan provides support and training to a specific plant outside Japan was 
introduced. The vehicle planned for production at NUMMI was the Sprinter-based 
Chevrolet Nova, so the Takaoka Plant became the mother plant. The Takaoka Plant 
trained a total of 257 group leaders and team leaders from NUMMI during nine 
sessions conducted from the mid-1984 to early 1985, providing basic education and 
on-the-job training in quality control activities and other areas.


NUMMI initially imported key components and parts such as engines and 
transmissions and functional parts from Japan and locally procured glass, interior 
parts, paint, and so on. Ordering parts was conducted in cooperation with GM, but 
there were major differences between TMC methods and local procedures concerning 
the parts manufacturer selection process and quality control, and reviews of technical 
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Practical training for NUMMI trainees at Takaoka Plant (1984)



information including drawings and quality targets became necessary. Continuously 
reaching mutual understanding among Toyota Group companies and cooperating 
companies even while a project is under way was a business practice carried out 
smoothly in Japan. But this business practice became an obstacle in the United States, 
where areas of responsibility are made clear through technical information that is 
exchanged and transferred at the time of contract negotiation. These issues were 
addressed through company-wide efforts to immediately adopt practices that were in 
common use internationally.


Posing with first vehicle to come off production line at NUMMI (1984)



The NUMMI plan, which called for annual production of 200,000 vehicles, was TMC's 
first full-scale overseas production project. There were many hurdles to overcome 
before the start of production, but many techniques that could be applied to future 
overseas expansions were established including the introduction of mother plant 
systems and enhancement of technical information.


Opening ceremony for NUMMI (1985)



Three full years after the initial approach from GM concerning the alliance, NUMMI 
completed its production preparations, and in December 1984, the first Chevrolet Nova 
came off the production line. When the mass production systems were completed in 
April 1985, a lavish plant opening ceremony was conducted with the heads of TMC 
and GM, the governor of California, the mayor of Fremont, and many other guests in 
attendance.


NUMMI begin producing Toyota vehicles in September 1986 with the Corolla FX. And, 
as for the 12 years the joint venture was to last after the start of production, TMC and 
GM agreed in 1993 to continue the joint venture and undertook the procedures 
necessary for an extension, including obtaining approval from the FTC.


Item 3. TMC Expands into North America 
Independently: TMM, TMMC Established

TMC established the North America Production Study Team within the Overseas 
Operation Department in February 1985. The purpose of the team was to investigate in 
detail the feasibility and potential of all aspects of local operations from production to 
sales. At the time that NUMMI was starting production, executives within TMC 
frequently discussed production in North America in parallel with NUMMI's start-up 
operations.


At that time, sales of Toyota vehicles in North America reached 1 million units, and the 
belief that TMC should contribute to the local economy in terms of employment by 
establishing a wholly owned manufacturing company gained momentum. The effects 
of the voluntary export restraints were causing supply shortages, and as a result, 
expanding supply by setting up independent operations became a priority issue. It was 
based on these considerations that an extraordinary meeting of the TMC Board of 
Directors decided and formally announced in July 1985 that TMC would establish its 
own plants in the United States and Canada. TMC planned to produce about 200,000 
passenger cars with 2,000 cc-class engines in the United States annually and about 
50,000 passenger cars with 1,600 cc-class engines in Canada annually, both with 
target production start dates in 1988.


In August 1985, the North America Production Study Team was made independent of 
the Oversees Operation Department and became the North America Business 



Preparation Office. At the same time, the North America Project Committee was 
established as the supervisory body of the North America Business Preparation Office 
with Executive Vice President Gentaro Tsuji as its chairman and seven executives as 
members. A decision was made to solicit proposals for production sites in the United 
States and Canada, and selecting a site became the first major task. Shortly after the 
plan was announced, offers from 29 states in the United States and eight provinces in 
Canada were received.


The North America Business Preparation Office prepared screening materials by 
analyzing and assessing various factors such as parts procurement, logistics, electric 
power availability, work force, public safety, and incentives from state and provincial 
governments based on the materials received from each state and province. Between 
them, the executives visited all the candidate sites to confirm the various conditions. 
As a result of this process, sites in the suburbs of Georgetown in Scott County, 
Kentucky, in the United States and Cambridge, Ontario, in Canada were selected in 
December 1985. Chairman Eiji Toyoda and President Shoichiro Toyoda, respectively, 
made announcements at the sites. President Toyoda made the following statement to 
more than 200 members of the media at the Kentucky press conference.


Selecting the plant sites was one of the most difficult choices in the history of Toyota. 
Taking into consideration all of the factors, we decided that Kentucky is the optimal 
site. We are grateful to everyone who submitted proposals. Today's decision on a plant 
construction site is one of the most auspicious moments in Toyota's history since the 
creation of our No. 1 prototype vehicle in 1935.


Twenty-five years after TMC began exporting cars to the United States in 1957, we 
have taken a major step towards realizing our dream of 'building complete partnerships 
with all of you in America.' We will make every effort to contribute to employment and 
economic growth while creating new relationships that will be useful to you.


President Toyoda received many messages of welcome from the guests at the 
announcement, including from Kentucky Governor Martha Collins, who engaged in 
active lobbying activities including visiting the TMC head office.


Toyota Motor Manufacturing, U.S.A., Inc. (TMM; now Toyota Motor Manufacturing, 
Kentucky Inc.; TMMK) and Toyota Motor Manufacturing Canada Inc. (TMMC) were 
established in January 1986 as American and Canadian subsidiaries, respectively. TMC 
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Vice President Kaneyoshi Kusunoki, who had been in charge of the Production division 
and the North America Business operation Group and was involved in production 
preparations by NUMMI, was appointed president of both companies. TMM was 
owned 80 percent by Toyota Motor Sales, U.S.A., Inc. and 20 percent by TMC, and 
TMMC was wholly owned by TMC. The experience gained from NUMMI was put to 
good use when constructing the plants in areas including labor-management relations, 
human resource development, introduction and operation of facilities, creation of 
logistics systems, and contributions to local communities. NUMMI employees, 
however, were former GM personnel, while all TMM employees were newly hired. Full 
consideration was given to selecting a diverse workforce through a fair process. In 
addition, since this was Kentucky's first auto plant, there were no available 
experienced employees with the exception of executives, so various innovations to the 
content of training had to be made, including an emphasis on the basics of auto 
manufacturing. The mother plant system was adopted, with the Tsutsumi Plant serving 
as the mother plant for TMM, which was to produce the Camry, and the Takaoka Plant 
designated the mother plant for TMMC, which was to produce the Corolla.


Item 4. Plant Operations Establish Local Roots


Ensuring Quality 
All possible efforts were put into ensuring quality in the operations of TMM (now 
TMMK) and TMMC. Both the Camry and Corolla vehicles produced at the two plants 
were also imported from Japan, and there were doubts about whether the local plants 
could continue operations if they did not achieve the same quality as the vehicles 
produced in Japan. TMM introduced a state-of-the-art flexible body line that can 
produce multiple vehicle series bodies on the same line in preparation for future 
developments and established the first overseas plastic molding plant with the 
expectation that it would achieve high productivity and quality.


One original TMM innovation was the adoption of a new plant layout suitable for sites 
outside Japan. The final processes of the welding, painting, and assembly were 
concentrated near each other. This allows each person responsible for quality to check 
the status of quality on the products themselves, and if a defect is detected, to 
immediately meet with other personnel to modify the defective process. This 
procedure, with some exceptions, later became a fundamental concept at plants 
outside Japan. In addition, a test course and an audit plant were created, just as is 
done in Japan, establishing a system for assessing quality locally.




TMC set as a fundamental principle when conducting overseas business activities 
creating employment opportunities and contributing to the development of local 
economies from a medium- to long-term perspective as a good corporate citizen. 
Establishing independent operations in the United States was significant from the 
perspective of establishing activities in accordance with this principle too. For example, 
Toyota conducted open local procurement of parts and materials, and as one part of 
this, TMM held the first suppliers conference in Kentucky in February 1987.


At that time, the criticism in the United States was that Japanese manufacturers 
conducted closed transactions within their corporate groups (keiretsu). It was under 
these circumstances that TMM held a conference with about 60 suppliers from around 
the United States and announced an open door policy of procurement from any 
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supplier that could meet its quality, cost, on-time delivery rate, development capability 
and other conditions and sought the understanding of the suppliers. The participants 
reacted favorably to this policy, and Toyota's local procurement rates went on to 
become comparable to those of U.S. manufacturers. Toyota group companies and 
other Japanese suppliers also actively undertook the establishment of local operations 
in the United States, either independently or through joint ventures with local 
companies.


TMM completed its first Camry in May 1988. TMM adopted "Today's Quality Produces 
Tomorrow's Successes" as its plant slogan from among suggestions from employees, 
and entered full-scale production in October while resolving to maintain quality of the 
highest levels. In addition, TMMC produced its first Corolla in November of that year. 
TMMC's plant slogan was "Quality, Our Driving Force," and as the policy of 
emphasizing quality permeated throughout the workforces of both companies, the 
TMMC Corolla won the 1989 Best Vehicle Built in Canada award in February 1989 and 
went on to win it for three consecutive years until the award was discontinued.


Line-off ceremony for first TMM quality-approved Camry (1988)



Toyota now had three local production bases in North America including NUMMI. 
Production volume increased sharply from 70,000 vehicles in 1988 to 250,000 vehicles 
in 1989.


Efforts Made to Raise Local Procurement Rates 
At TMM, as efforts toward mass production progressed, so did those for another 
challenge-setting up Toyota's first full-fledged overseas powertrain plant. Local 
production of engines, axles, and other parts was essential in order to achieve the 
target local procurement rate of about 75 percent, and in November 1987, TMC 
announced the construction of a powertrain plant.


Toyota engines were already produced in Australia, Indonesia, and other countries, but 
annual production volume was only several tens of thousands of units. Establishing a 
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full-scale engine production plant would not only require massive investment for raw 
material (casting and forging) and machining, there were many technical issues to 
overcome such as securing materials. It was decided to install transfer machines with 
high production capacity for machining at TMM and to set annual production at more 
than 200,000 units based on considerations of profitability and efficiency. This scale 
would be sufficient to cover annual vehicle production of 200,000 units, and any 
amount that was produced over what was necessary would be exported to Japan. 
Thus, as a trade issue solution, this measure was also intended to address TMC's need 
to import more overseas parts to Japan.


Construction of TMM's powertrain plant began in April 1988. Starting with engine and 
axle assembly, the effort turned into a long-term project to establish integrated 
production and led to local machining by the spring of 1992. By sending personnel to 
the Kamigo Plant, where the same engine was produced, and putting greater efforts 
into human resources development, TMM was able to hold a ceremony marking the 

Ground-breaking ceremony for TMM powertrain plant



start-up of the first locally assembled engine in November 1989. Installation and 
process development of the machining line began in the autumn of 1990 and was 
completed in March 1992, right on schedule. With the start of operations at the 
powertrain plant, the local procurement rate of the Camry manufactured by TMM rose 
to 75 percent in 1991.




Section 4. Overseas Business 
Expands Globally 

Item 1. Taiwan

In the 1980s, TMC actively expanded its overseas business operations in various 
regions other than North America. The integration of organizations and acceleration of 
decision-making resulting from the merger of Toyota Motor Co., Ltd. and Toyota Motor 
Sales Co., Ltd. in 1982 also pushed overseas development.


In Taiwan, a proposed Automobile Industry Promotion and Development Law was 
announced and a policy of developing the automobile industry through alliances with 
foreign manufacturers was adopted in August 1979. The policy called for the 

Zace line-off at Kuozui Motors, Ltd. (1988)



construction of a compact passenger car plant with annual production capacity of at 
least 200,000 vehicles, a domestic production rate of at least 70 percent, and a 
considerable volume of exports. At that time, Taiwan banned the import of passenger 
cars because of a deteriorating balance of trade, and Toyota only exported trucks from 
Japan.


Based on this industrial development policy, in March 1980, TMC submitted an 
application to the Taiwanese authorities for establishing a new business based on 
foreign investment. Under a plan to start with annual production of 20,000 vehicles 
(with a 1 percent export rate) in the first year and increase production to 200,000 
vehicles (with a 25 percent export rate) by within the fifth year, TMC planned to 
introduce casting, machining, and stamping processes right from the start of 
production in order to achieve a 70 percent domestic production rate. The joint venture 
partner was to be China Steel Corporation, a company in which the Taiwanese 
government held an ownership interest. Among Japanese manufacturers, Nissan Motor 
also announced its interest, but TMC was selected as the partner in December 1982.


TMC made every effort for the success of the project, and established an office in 
Taipei in May 1983. Subsequently, however, there were numerous points specified by 
the Taiwanese authorities such as the domestic production rate and the export rate 
that were not in agreement with the master joint venture agreement, and it was 
necessary to engage in repeated discussions with the Taiwanese government. The 
negotiations did not make any progress and were broken off upon the expiration of the 
negotiating period in September 1984.


The following year, however, the Taiwanese government adopted a new automobile 
industry development administrative proposal with relaxed export obligations. TMC 
revised its plan to make it one for joint production with Kuozui Motors, Ltd., which was 
assembling large trucks under consignment from Hino Motors, Ltd. (Hino), and 
submitted an investment application in December 1985. TMC's plan was for 
production of commercial vehicles and passenger cars to start in 1988 with a 22 
percent investment ratio from TMC. The plan was approved in February 1986. Kuozui 
Motors began producing the Zace, a one-ton class multi-purpose commercial vehicle, 
in January 1988 and the Corona in 1989. In addition, the Kuozui Co-operation Club, a 
local version of the Kyohokai (Toyota Suppliers Association), was established in 1989. 
Furthermore, before the formation of the joint manufacturing venture, Kuozui Motors 
had started consignment production of the Dyna in January 1986.




In order to contribute to the development of the local parts industry, TMC established a 
joint venture with Fengyung Corporation, a stamped parts maker, in June 1986, and 
began construction of a new plant.


Item 2. Australia

At the time of the merger of Toyota Motor Co., Ltd. and Toyota Motor Sales Co., Ltd. in 
1982, the integrated company consolidated its representative offices in Australia and 
established a system for coordinating local subsidiaries engaged in operations ranging 
production and sales to financial services. With regard to production, Toyota achieved 
85 percent local production rates with the Corona and Corolla in accordance with the 
automobile policy of the Australian government, but operations were not profitable. 
Improvement efforts were made by introducing the Toyota Production System and QC 
(quality control) Circle activities. As a result of these initiatives, the total man-hours per 
vehicle at Australian Motor Industries (now Toyota Motor Corporation Australia Ltd.) 
was slashed from 45.2 hours in 1980 to 27.9 hours in 1985.


Ceremony marking start of operations by Kuozui/Fengyung



The international competitiveness of the Australian automobile industry, however, was 
low because of government protection measures, and in 1984 the government 
announced a policy of reorganizing the five Japanese and American manufacturers 
producing in Australia under three groups with the objective of streamlining the 
automobile industry. In response to this policy, TMC established United Australian 
Automotive Industries (UAAI) as a joint venture with GM of the United States in May 
1988. The objective was to expand the production volume of each model by supplying 
the production vehicles of each company under each other's brands.


Subsequently, the Australian government gradually eliminated the measures protecting 
domestic manufacturers such as UAAI, and the joint venture's business environment 
changed. As a result, TMC and GM dissolved their Australian joint venture in March 
1996.


Aerial view of Australian Motor Industries' plant (c. 1987)



Item 3. Southeast Asia and Western Asia


Southeast Asia 
Starting in the mid-1980s, member countries of the Association of Southeast Asian 
Nations (ASEAN) promoted the creation of major-component plants and vehicle 
assembly plants, actively encouraging new investment. These measures were intended 
to increase internal demand in each country and looked ahead to intra-regional exports 
of not only vehicles but major components, and a complementary system rapidly 
developed within ASEAN.




In Thailand, TMC established Toyota Motor Thailand Co., Ltd. (TMT), an assembly 
company, in 1962, and Toyota Auto Body Thailand Co., Ltd., a stamped parts 
company, in 1978. Later, Siam Toyota Manufacturing Co. Ltd. (STM) was established as 
an engine production joint venture company in 1987, and production started in 1989. 
STM was a project conducted in cooperation with competitor companies with the 
objective of localizing the production of engines for small trucks. In 1988, Toyota Auto 

Toyota Motor Thailand Co., Ltd. (1985)



Body Co., Ltd., with TMT and others, established a joint venture mainly for truck 
customization.


In Indonesia, the first-generation Kijang multipurpose vehicle was introduced in 1977, 
and following the launch of a completely redesigned model in November 1986, the 
Kijang became Toyota's trademark model. In response to this success, production and 
sales operations were integrated in January 1989 by consolidating four companies, 
including assembly and engine manufacturing subsidiaries, with PT. Toyota-Astra 
Motor Manufacturing Indonesia (TAM), a distributor, as the surviving company. With the 
aim of conducting integrated engine production, the new TAM expanded its machining 
line and, in 1991, started operations at its casting plant. Engine exports to Malaysia 
started in 1989, and following the startup of the casting plant, TAM began exporting 
engine blocks to Japan.


TMC was compelled to withdraw from business in the Philippines in 1984 because of 
economic crisis and other factors, but it established Toyota Motor Philippines 

Siam Toyota Manufacturing Co., Ltd. (1996)



Corporation as a joint venture in August 1988 and reentered the Philippine market. 
Semi-knocked down assembly of the Crown, Corolla, and Liteace started in early 1989. 
In addition, Toyota Autoparts Philippines Inc., a parts manufacturing company, was 
established in August 1990, and transmission production began in 1992.


In Malaysia, Toyota Tsusho Corporation made a new investment in Sejati Motor, a joint 
venture company established in 1982, and took other measures to reinforce its capital 
ties. Sejati's name was changed to UMW Toyota Motor Sdn. Bhd. (UMWT) in October 
1987. Assembly of the Corolla had been suspended in 1985 pursuant to a people's car 
preferential policy by the government in Malaysia, but with the launch of the new 
company, production was recommenced. As a result, sales of Toyota vehicles 
increased by 2.7 times from 1987 to 1989 and UMWT was able to eliminate its 
accumulated losses, which had been carried since it first came into being as Sejati. 
Also, in 1990, TMC, Koyo Seiko Co., Ltd. (now JTEKT Corporation) and UMWT jointly 
established T&K Autoparts, a steering parts manufacturer, and the company started 
operations by producing manual steering components in July 1992. T&K Autoparts 
became a supply base within Toyota's intra-ASEAN complementary supply system, 

Kijang multipurpose vehicle released in Indonesia (1977)



and more than 90 percent of the approximately 90,000 units that it produced in 1995 
were exported.


Against a backdrop of increasing investment in Southeast Asia by Toyota and other 
Japanese manufacturers, the Brand to Brand Complementation (BBC) Scheme 
concerning the reciprocal supply of auto parts was established with the signing of a 
memorandum by six ASEAN member countries in 1988. The scheme allowed for the 
free export of parts under each automaker's brand, if the parts achieve local 
procurement rates of 50 percent within ASEAN. The customs duties of each country on 
eligible parts were cut by 50 percent, greatly reducing barriers to trade.


TMC received approval to participate in the BBC Scheme in 1989, and as discussed 
above, established TAP in the Philippines and T&K Autoparts in Malaysia in 1990. As a 
result, TMC established a complementary supply system for diesel engines in Thailand, 
gasoline engines in Indonesia, transmissions in the Philippines, and steering 
components in Malaysia. In July 1990, TMC established Toyota Motor Management 
Services Singapore to coordinate and implement transactions among these four 
countries.


Western Asia 
In 1981, the Indian government announced a people's car concept and established 
Maruti Udyog Limited. Maruti Udyog became a joint venture with Suzuki Motor in 1982, 
and developed into India's largest passenger car manufacturer. TMC also looked into 
entering the passenger car business, but did not obtain approval. TMC did receive 
approval to enter the truck market, and established DCM-Toyota Limited as a joint 
venture with local capital in 1983 and began producing and selling the Dyna in 1985.


Although TMC planned to sell 15,000 vehicles by the fifth year, an underdeveloped 
sales network and high costs resulted in slow growth, and sales peaked in 1991 at 
3,700 vehicles. Consequently, TMC was compelled to liquidate this business in 1997. 
Around this time, restrictions on foreign capital in the automobile industry were eased, 
and in October of that year TMC established Toyota Kirloskar Motor Private Ltd. (TKM), 
a new joint venture, with the local Kirloskar Group. TKM constructed a plant in the 
outskirts of Bangalore in the southern state of Karnataka and entered the passenger 
car market with the start of production of the Qualis multipurpose minivan in December 
1999.




Item 4. Europe

In Europe, the European Community (EC) Commission instituted an import monitoring 
system for Japanese passenger cars in 1981. In addition, voluntary restraint measures 
agreed on by the EC Commission and the Japanese government were imposed in 
1986 in response to the rising number of annual exports on a single fiscal year basis.


Consequently, the environment for exports of completely built units (fully manufactured 
vehicles) was unfavorable, and TMC entered into an agreement in June 1987 with VW 
of (then) West Germany for consignment production and original equipment 
manufacturer supply of Hilux small trucks. The origins of the tie-up can be traced back 
to talks between VW Chairman Carl Hahn and Chairman Toyoda during Chairman 
Toyoda's visit to West Germany in January 1986. Production began at the Hanover 
Plant in 1989. Dealers made use of their respective sales networks, and VW launched 
the joint production Taro. Joint production was terminated in 1997, but the project was 
significant in terms of the understanding TMC gained of European parts manufacturers 
and labor conditions.


DCM Toyota Ltd. in India



Hilux produced at VW Hanover plant

Derbyshire in U.K. selected as site for European passenger car 
production (1989)



In 1989, when full-scale production in North America gained a firm footing, TMC 
decided to start local production in the United Kingdom in response to the voluntary 
export restraints and the extreme increase in the value of the yen since the mid-1980s. 
Burnaston, Derbyshire was selected as the plant site, and TMC announced a plan to 
construct an integrated assembly plant, with a production start in 1992 and an ultimate 
annual production capacity of 200,000 vehicles. At a press conference held in London 
in April 1989, President Toyoda said, "Toyota will make its best possible effort to be 
accepted as a true British company and a European company at the earliest possible 
date." In July of that same year, TMC decided to build an engine plant in Deeside, 
Clwyd in Wales. In December, TMUK was established and construction of the two 
plants began. The first engine came off the line in September 1992, and the first Carina 
E sedan was completed in December. A festive ceremony was held with Prince Charles 
in attendance to mark the opening of TMUK in June 1993.


Aerial view of TMUK plant (c. 1992)



TMUK achieved its 80 percent European local procurement target at the end of 1994 
and later added the Corolla to its production lineup, becoming a supply base for 
various European countries. In September 1994, TOYOTASA (now Toyota Motor 
Manufacturing Turkey Inc.), a joint venture company in Turkey, also began producing 
the Corolla.


In tandem with the establishment of TMUK, TMC also bolstered its operations in 
Europe with an eye toward local production and the launch of the European Union in 
1993. Sales and marketing companies and European offices were reorganized in 
October 1990 and Toyota Motor Europe Manufacturing & Engineering (TMME; now 
Toyota Motor Europe) was established in Belgium. That same year, land was purchased 
and a new office building was completed in 1993.


Line-off ceremony at TMUK engine plant (1992)



In major European countries, most distributors are directly managed by the 
manufacturers, and marketing is conducted under the direction of the manufacturers. 
For TMC, reinforcing the ties between production and sales was an urgent issue, and it 
established TMME, through which it increased its equity holdings in major distributors 
or provided them financing. Although there were many difficulties in the negotiations 
with local capital sources concerning equity participation, thanks to TMC's 
persistence, it was able to invest in two distributors in the United Kingdom in 1990 and 
distributors in France and Italy in 1993. By the end of the 1990s, TMC had wholly 
owned or partially owned subsidiaries in almost all major European countries. 
Moreover, TMC established distributors in Poland, Hungary, and (then) Czechoslovakia 
jointly with Nissho Iwai Corporation (now Sojitz Corporation) and Toyota Tsusho in 1990 
and 1991 in anticipation of economic development in Central Europe and Eastern 
Europe following the end of the Cold War.


Voluntary export restraints on Japanese cars destined for Europe continued until 1999. 
Although TMC established TMUK and began local production of passenger cars, 

New TMME head office building (1994)



Nissan Motors maintained its position as the top Japanese car manufacturer in Europe. 
Under the restraint measures, the export volume of each company was fixed, and 
Nissan Motors had started passenger car production in the United Kingdom in 1986. 
As a result of various measures, however, including the start of full-scale local 
production and using TMME to strengthen its sales organization, Toyota was able to 
capture the top share among Japanese manufacturers in Europe in 1998.


Item 5. China

A policy of developing the Chinese automobile industry through joint ventures with 
foreign capital went into effect with the establishment of Beijing Jeep in 1983 and 
Shanghai Volkswagen and Guangzhou Peugeot in 1984. However, spot exports of 
completely built units remained important for foreign companies. To enhance after-
sales service of the vehicles that it exported to China since the start of Crown exports 
in 1964, TMC cooperated with Toyota Tsusho and others to launch the Toyota 
Authorized Service Station (TASS) program in 1980.


Under the TASS program, TMC was able to provide technical guidance and 
certification to TASS service shops established with local capital. The first TASS 
opened in Beijing in July 1980, and TASS expanded to Guangzhou in 1982. TMC 
established TASS training centers in Beijing and Guangzhou in 1985 to raise the 
technical skills of TASS service shop mechanics. TASS became a network of more than 
70 service stations located throughout China by the time TMC began full-scale 
passenger car production in China in 2002 and later led to the smooth expansion of 
authorized dealers. Also, an automotive training school was established in Beijing in 
1987, and TMC cooperated with this project as well.


With regard to local production, Daihatsu Motor Co., Ltd., a Toyota group company, 
entered into a manufacturing technology agreement with Tianjin Automobile Co., Ltd. in 
March 1984. Tianjin Automobile began producing the Hijet in October of that year and 
the Charade passenger car in 1987.


In November 1988, TMC and Toyota Tsusho entered into a commercial vehicle 
technical support agreement with Shenyang Jinbei Passenger Vehicle Manufacturing 
Co,Ltd The agreement provided for TMC to provide technical support concerning the 
Hiace and for Shenyang Jinbei Passenger Vehicle Manufacturing Co., Ltd., a Shenyang 



Jinbei Automotive group company, to produce the Hiace under the Shenyang brand. 
Toyota Auto Body also participated in this project.


Shenyang Jinbei Passenger Vehicle Manufacturing completed its first vehicle in 
November 1991. Initially, the scope of the technical support was limited to body 
stamping and welding, but in 1992 the agreement was expanded to include painting 
and assembly processes. The Shenyang-brand Hiace was popular as a microbus, and 
Shenyang Jinbei Automotive Corporation, Ltd. grew to become China's largest 
manufacturer in this category.


The business environment for local production of the Toyota brand was becoming 
critical. Until the mid-1980s, small-scale regional automobile companies in China were 
established one after another, and the number was about double that in the late 1970s. 
In order to foster domestic companies and raise their international competitiveness, in 
1986 the Chinese government announced an integrated technology and trade policy 
that required the disclosure and provision of technology in order to trade with China 
and sell goods. With the automobile industry breaking into smaller companies and 

Toyota Authorized Service Station in Beijing(1980)



becoming more disparate, the China National Planning Committee in 1989 formulated 
a "three large, three small" policy based on the Automotive Industry 2000 Development 
Plan Outline announced in 1987, with the aim of reorganizing and consolidating 
automobile manufacturers. The plan called for the industry to be consolidated into 
three full-line manufacturers and three middle-tier manufacturers. In 1992, "two micro" 
was added to include two manufacturers of compact cars.


Alliances with China's major automobile manufacturers were generally set by the early 
1990s, mainly with European and American firms. In 1994, China's State Council 
announced its Automobile Industry Policy in line with the "three large, three small, two 
micro" policy. The main aspects of this policy, which aimed to develop the automobile 
industry into a core industry, were the promotion of domestic production and the 
development of the automobile parts industry.


Item 6. Latin America, Middle East, and Africa

Latin America 
Many Latin American countries promoted the development of domestic industry as an 
alternative to imports until the 1980s. With respect to automobiles, importing 
completely built units was generally prohibited and policies that encouraged domestic 
vehicle production with high local-content ratio requirements were adopted. As a 
result, TMC conducted small-scale complete knockdown production (kit production) of 
the Land Cruiser and other vehicles. Subsidiaries established in Latin America through 
the 1980s included Toyota do Brasil (TDB), which commenced production in 1959 as 
Toyota's first full-scale overseas production base, Tocars C.A., which began operations 
in Venezuela in the 1960s, and AYAX, a Uruguayan company that began operating in 
the 1980s.


The subsidies provided under industrial development policies of each country, 
however, resulted in weak industrial structures. A financial crisis erupted in Mexico in 
1982, and a number of Latin American countries faced serious disorder as a result of 
excessive debt and hyperinflation. Countries in the region formed a succession of new 
governments starting at the end of the 1980s to overcome the crisis, and economic 
policies shifted toward liberalization. Between 1990 and 1992, major countries 
including Brazil and Argentina lifted the bans on import of completely built units, 
although they imposed high tariffs.




In response to these developments, in 1991, TMC made a test introduction of the 
Crown to the Brazilian market, followed by exports to Venezuela, Argentina, Peru, and 
Columbia. Import duties were at a high rate of 35 percent to 70 percent, and import 
vehicle types were limited, so TMC continued complete knockdown production in most 
countries with some exceptions. In the early 1990s, moves toward regional economic 
alliances gained momentum in several countries, and Brazil, Argentina, Paraguay, and 
Uruguay established the Common Market of the South (MERCOSUR) , a customs 
union, in January 1995. In 1996, four Latin American countries, including Colombia and 
Ecuador, established the Andean Community of Nations (CAN), a free trade zone.


TMC responded to these changes in the business environment by launching the Brazil 
and Argentina Business Preparations Department in 1993. As a result of investigations 
by the department, a decision was made to produce the Corolla in Brazil and the Hilux 
commercial vehicle in Argentina. In line with this policy, Toyota Argentina S.A. (TASA) 

Toyota do Brasil, Ltd.



was established as a joint venture with an equal equity contribution from Decaroli S.A 
in May 1994, and TASA began production in 1997.


In Brazil, the No. 2 Plant was constructed on a site acquired by TDB in 
1990, and Corolla production began in 1998. TDB and TASA established a 
complementary supply system for completely built units and parts within the 
region pursuant to MERCOSUR.

Middle East 
TMC's business in the Middle East underwent drastic changes starting in the early 
1980s as a result of falling oil prices and the effects of persistent hostilities. Sales of 
Toyota vehicles in the six Gulf Cooperation Council (GCC) countries including Saudi 
Arabia and Kuwait peaked at 247,000 vehicles in 1982 and fell to 75,000 vehicles in 
1986. Subsequently, sales gradually recovered, but at the end of the 1990s, they were 
still in the 100,000 to 150,000 vehicle range.


Distributors in the six GCC countries were established entirely with local capital, and 
TMC had been dealing with some of the companies since the 1950s. In order to 
enhance communication with these distributors and make rapid responses to 
problems, TMC established a representative office in Jeddah, Saudi Arabia in 1985. 
Lexus sales began in the GCC countries in 1990, and Abdul Latif Jameel Co., Ltd., a 
distributor in Saudi Arabia, established the Lexus Development Center in April 1993.


MNSS, a Toyota distributor in Kuwait, sustained devastating damage to structures and 
vehicles in the August 1990 invasion by the Iraqi army. All Toyota overseas service 
personnel and employees of Hino and Sumitomo Corporation working in Iraq were able 
to return to Japan safely, but it took some time to receive approval from the Iraqi 
government to leave the country, and for a period they ended up being "human 
shields." Resident employees in Jeddah and Bahrain were forced to evacuate until the 
end of the Gulf War to avoid the crisis.


Africa 
South Africa, Africa's largest market, was subject to strict economic sanctions imposed 
by the international community until the 1980s as a result of its apartheid policies. The 
sanctions were lifted in 1991, and South Africa returned to the international stage with 
the formation of a government by President Nelson Mandela.




TMC conducted a sales promotion campaign entitled "Rising sun" in 1980 and reached 
the top position for total market share in South Africa that year. TMC subsequently 
maintained its top position, with cumulative sales reaching 1 million vehicles in 1987 
and 2 million vehicles in 1998.


In 1995, the government adopted an automobile industry promotion policy based on 
developing exports and raising production efficiency, and in response, GM of the 
United States and other companies that had withdrawn their capital participation in the 
mid-1980s reentered the market. TMC had engaged in complete knockdown exports 
through Toyota South Africa (TSA) a holding company of South Africa Toyota Motor, a 
local production and sales company, and upon request from the government, TMC 
made an equity contribution to TSA (27.8 percent) in October 1996 and further 
localized production through technology transfers and other means.




Section 5. New Developments in 
Japan-U.S. Trade Issues 

Item 1. International Cooperation Program Based on 
Increasing Imports

As a result of the voluntary restraints on export of Japanese passenger cars to the 
United States that were imposed in 1981, America's "Big Three" automakers began to 
recover in the mid-1980s. The trade imbalance between Japan and the United States, 
however, remained a source of trade friction between the two countries, and the issue 
of increasing imports into Japan and encouraging local procurement once again came 
to a head. As a result, the Ministry of International Trade and Industry (MITI; now 
Ministry of Economy, Trade and Industry) asked automakers, the largest export industry 
to the United States, to increase imports.


In response, TMC established the Import Expansion Committee with Vice President 
Hiroyasu Ono as its chairman in May 1985 to investigate the issue with 11 other group 
companies. At the same time, proposals from within the company were collected and 
organized, and an import plan for 1985 and 1986 was submitted to the MITI in 
September. The plan proposed a variety of measures including the importing of 
automotive materials and parts such as carpet fabric, headlights, and tires as well as of 
helicopters and machine tools and the selling of various commodities at the Toyota 
Consumers' Co-operative. Under the plan, imports for 1985 were to be 60 billion yen, 
13 billion yen higher than in the previous year, and 70 billion yen in 1986, and TMC 
made efforts to expand imports at a pace exceeding the plan.


New talks between the Japanese and U.S. governments were commenced in August 
1986 with the aim of expanding parts procurement by Japanese manufacturers. The 
U.S. side selected industries where higher exports to Japan could be expected, and 
the Market Oriented Sector Selective (MOSS) talks were conducted intensively. 
Automotive parts were raised in the talks. The intergovernmental talks extended for one 
year, concluding with a final report in August 1987 that provided for the Japanese side 
to report to the U.S. Department of Commerce on imports of American parts and local 
procurement amounts every six months for five years starting with the current fiscal 
year. It was a modest agreement that did not set any target amounts, but for the 



Japanese manufacturers, it created a situation in which they could not avoid having to 
expand procurement at plants in America and imports to Japan.


It was against this backdrop that TMC announced the International Coordination 
Program in October 1989. To expand imports of parts and a wide range of other 
products, TMC made a public commitment by setting a target of increasing global 
imports by 2.5 times from the 1988 level to 300 billion yen by 1992. The main points of 
the program were as follows: 1) import of completely built units (fully manufactured 
vehicles), mainly right-hand drive vehicles manufactured by TMM (now TMMK), 2) 
increased imports of materials, equipment, and parts including 100,000 engines 
manufactured by TMM annually, and 3) expanded imports of new products such as 
aircraft manufactured by Piper. TMC included in the program a plan to establish the 
Corporate Citizenship Activity Committee at the end of 1989 with President Shoichiro 
Toyoda as its chairman in order to fulfill TMC's social responsibility as an international 
firm.


First Scepter vehicle manufactured in U.S. arrives in Japan (1992)



Imports in 1992 were 301.5 billion yen, exceeding the target set in the International 
Coordination Program, and in December 1991, TMC announced the New International 
Coordination Program that raised that the import target for fiscal year 1994 (ended 
March 1995) to 400 billion yen. The new program included a plan, through a new 
agreement with Germany's VW, which was producing small trucks with Toyota, to 
import and sell VW and Audi vehicles starting in 1992.


A key feature of the New International Coordination Program was the effort to build 
long-term and close trading relationships with overseas suppliers. Specific measures 
included a "design in" approach that allowed suppliers to participate during the 
product design and development stages and a focus on individual support activities for 
improving quality and productivity. Also, TMC held the first North American Import 
Suppliers' Meetings in Nagoya and Toyota City in 1990, and the plan called for these 
meetings to be continued and held not only in Japan but in the United States as well.


Signing of master transaction agreement with VW (1992)



Item 2. Japan-U.S. Structural Impediments Initiative 
Talks: Rising Trade Friction Between Japan and U.S. 
Concerning Autos

In 1989, international political circumstances changed drastically with the fall of the 
Berlin Wall and the end of the Cold War. In terms of the economy, markets started 
becoming borderless on a global scale. Trade fiction remained the biggest political 
issue between Japan and the United States, and the two governments began the 
Japan-U.S. Structural Impediments Initiative (SII) talks in September of that year. The 
talks represented a new approach to economic negotiations in that each side was to 
point out structural problems in both countries that prevented the normalization of the 
external trade imbalance and work to correct them.


The U.S. side presented six structural issues concerning Japan, including exclusive 
trading practices, and mentioned auto parts as one specific area. Although the issue of 
expanding procurement by Japanese manufacturers of auto parts made in the U.S. 
seemed to have been resolved during the MOSS talks in 1986 and 1987, the U.S. side 
again raised the issue in the SII talks.


In February 1990, the United States presented at the SII talks 13 items, including 
correction of corporate group transactions, as improvement measures regarding the 
sales barriers in Japan that U.S. auto parts manufacturers were facing. At that time, the 
U.S. new car market had declined for three consecutive years, and the auto industry 
was about to again experience a business slump, causing an intensification of Japan-
U.S. auto trade friction, in the fashion of a replay of the early 1980s.


In January 1992,U.S. President George Bush, who aimed to be re-elected to a second 
term, visited Japan with representatives of the Big Three and held a summit with Prime 
Minister Kiichi Miyazawa to discuss auto parts purchases from the United States and 
other issues. Within the "Tokyo Declaration" (Global Partnership Action Plan) 
announced at the summit was a target for Japanese automakers to make greater 
efforts to purchase parts.


Numerical targets, which had not been set by the MOSS talks, were established as a 
voluntary plan, with Japanese manufacturers aiming to increase procurement by their 
local plants in the United States and imports to Japan to a total of approximately 19 



billion U.S. dollars in fiscal year 1994 fiscal (ended March 1995). Actual results in fiscal 
year 1990 (ended June 1991) were approximately 9 billion U.S. dollars, so this target 
was a somewhat more than twice as high. The declaration also included the 
encouragement of design-in activities by Japanese automakers, an expansion of R&D 
bases in the United States, and greater efforts to build long-term business relationships 
with U.S. parts manufacturers.


Starting in 1990, TMC worked to increase contacts with North American parts 
manufacturers such as by holding the North American Import Suppliers' Meeting and 

Nikkan Kogyo Shimbun reports on summit meeting between 
President Bush and Prime Minister Miyazawa (January 8, 1992)



also established the Supplier Support Center in the United States in accordance with 
the Tokyo Declaration. The Supplier Support Center opened in Lexington, Kentucky, 
the site of TMM, in September 1992 and began providing support activities to raise 
manufacturing quality and improve costs. Initially, a staff of 14 was assigned to the 
center, and a board of directors was established with members including TMM 
President Fujio Cho and NUMMI President Osamu Kimura to cooperate with 
improvements by North American suppliers and general manufacturing businesses.


Item 3. Japan-U.S. Framework Talks and New 
Global Business Plan

In the United States, the administration of U.S. President Bill Clinton began in 1993. In 
July of that year, a "joint statement concerning a framework for a new economic 
partnership between Japan and the United States" was announced at a summit held in 
Tokyo with Prime Minister Kiichi Miyazawa, and the Japan-U.S. Framework Talks 
began on the basis of that statement. Autos and auto parts remained a major topic of 
the talks, which continued for approximately two years until a final agreement was 
reached in June 1995.


From the beginning of the talks, the U.S. government adopted a strict stance, 
requesting that the Japanese side set numerical targets concerning imports and 
procurement of autos and auto parts. As a result, it was difficult for the Japanese 
government to find points of agreement, and the talks frequently came to an impasse. 
It was against this backdrop that TMC announced a "medium-term international 
business initiative" in March 1994. TMC sought to cooperate not just with the United 
States, but the entire world based on the creation of a global completely-built-unit 
production and supply system and parts and material procurement system.


The core of the initiative was an expansion of local production, mainly by TMM (now 
TMMK) and TMUK, with a target of increasing overseas production from 890,000 
vehicles in 1993 by about 50 percent by 1996. The initiative also addressed promoting 
exports from overseas bases, and sought to achieve exports of 80,000 vehicles 
produced in the United States to Asia, including Japan, and Europe in 1996.


In October 1994, the Japan Automobile Manufacturers Association, Inc. (JAMA) 
announced the JAMA Action Plan for International Coordination to indicate the 



willingness of Japanese manufacturers to make greater efforts. The U.S. government 
recognized that the authority of the Japanese government did not extend to the plan 
announced by JAMA, a private body, but insisted that the figures in the plan be 
increased, and began an investigation concerning the Japanese refurbished parts 
market pursuant to Article 301 of the U.S. Trade Act in that same month. As a result, 
the talks temporarily broke down.


In May 1995, U.S. Trade Representative Mickey Kantor announced talks concerning 
the closed nature of the Japanese auto and auto parts markets at the World Trade 
Organization (WTO). At the same time, a "candidate list concerning unilateral 
measures" imposing 100 percent ad valorem duties on 13 imported Japanese luxury 
cars based on Article 301 was announced. In response, the Japanese government 
initiated dispute resolution procedures at the WTO on the grounds that announcement 
of the list was in violation of WTO rules.


New International Business Plan announced (1995)



It was expected that the negotiations would become protracted, but Minister of 
International Trade and Industry Ryutaro Hashimoto and U.S. Trade Representative 
Kantor held a ministerial conference in late June 1995, and the negotiations were 
suddenly concluded. The two sides agreed that the Japanese government would 
maintain its principle of not participating in numerical targets set by the automobile 
industry and the U.S. government would evaluate the voluntary plans of Japanese 
automakers. As a result of this agreement, Japanese automakers released voluntary 
plans one after another.


Before dawn on June 29, the day after the agreement was announced, TMC released 
its New Global Business Plan based on promoting local production and expanding 
imports. With respect to localization, the plan provided for the acceleration of overseas 
production and raising the percentage of vehicles produced overseas from 48 percent 
in 1994 to approximately 65 percent in 1998. To increase imports, the plan also 
included import of the Toyota Cavalier produced by GM starting in 1996, the start of 
import of the Avalon produced by TMM, and an increase in procurement of assembly 
and spare parts. Furthermore, in order to disclose the status of progress of the plan 
until its end in 1998, TMC released four progress reports until the final report was 
issued in March 1999 and publicized the steady implementation of the plan.




Chapter 2. Growth of the Japanese Economy and 
Enhancement of Toyota’s Management  

Section 1. Development of 
Diverse Vehicle Lineup and 

Expansion of Domestic Sales 
Item 1. Maturation and Diversification of Market


Diversification of Motoring Needs 
Although the spread of vehicles in Japan began some 30 to 40 years after that of 
Western countries, it took place at an even greater tempo. For passenger cars, 1966 
was regarded as the start of the "the family car" era, and mass public adoption of cars 
continued at a high pace as the Japanese economy underwent rapid growth and 
automotive prices stabilized. By 1980, the household car ownership rate had reached 
57 percent, putting households that owned an automobile in the majority.


As the Japanese car market began to mature from the early 1980s as car ownership 
became engrained in Japanese society, automotive needs diversified. This was driven 
by several factors, including a shift in the value placed on cars, particularly among 
younger users, and a change in the usage environment as road conditions improved. 
An increase in the number of female drivers also played a part - in 1981 the number of 
women with driver's licenses reached 10.89 million, passing the 10 million mark for the 
first time. By the end of the year, one in four women of eligible age held drivers 
licenses.


As the Japanese market matured and diversified in this way, automakers' production 
also met a turning point. Examples include the increase of female drivers, the spread of 
automatic transmission vehicles, and the rise of front-wheel-drive vehicles designed to 
conserve energy.




The ratio of automatic transmission vehicles registered in Japan in 1980 was 27 
percent, while front-wheel-drive vehicles comprised 21 percent-each more than twice 
the level five years prior.


Meanwhile, as prosperity increased, people began to use their cars as a form of self-
expression, and performance cars featuring cutting-edge technology such as double-
overhead-cam (twin-cam) engines and turbochargers gained in popularity.


Expansion into Diverse Vehicle Models 
In February 1981, Toyota released the Soarer, a luxury specialty car showcasing the 
leading technology available at the time. During development, Toyota focused on 
developing a high-performance, fuel-efficient engine and an aerodynamic design, and 
fitting the vehicle with the latest electronic technology. Of particular note was the 5M-
GEU engine (2,759 cc, 170 hp) which showcased the results of the company's many 
years of research into twin-cam engines. Furthermore, the Soarer also boasted several 
revolutionary new devices, including Japan's first electronic gauges, which did away 
with the traditional needle-based dashboard display, and microcomputer-controlled 
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automatic air conditioning. The Soarer won acclaim for its high level of perfection, and 
was named the 1981-1982 Japan Car of the Year. Also, in July 1981, the Celica and 
Celica XX models were fully redesigned.


In 1982, the year in which Toyota Motor Co., Ltd. and Toyota Motor Sales Co., Ltd. 
merged to form the new Toyota Motor Corporation (TMC), Toyota launched an 
offensive with a range of new models, releasing the Vista and Camry front-wheel-drive 
sedans in March, and the four-wheel-drive Sprinter Carib in the recreational vehicle 
segment (in Japan, a category of passenger-car-size vehicles, different from camping 
vehicles, aimed at consumers who like outdoor leisure activities). In addition, Toyota 
fully redesigned its first front-wheel-drive passenger cars, the Tercel and Corsa, which 
it had originally released in 1978, and added the Corolla II to its lineup.


The company continued to release attractive models, and Toyota's car designs moved 
to speedily address the diversifying needs and individuality of its customers. In 1983 
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the company produced a front-wheel-drive version of its Sprinter and Corolla sedan 
models, of which one variation featured the newly developed 3A-LU engine (1,452 cc, 
83 hp), which delivered top-of-the-class fuel efficiency. The 3A-LU was a lean-burn 
engine achieved by employing a helical port fitted with a swirl control valve.1 This 
technology, which realized the dual goals of high output and high fuel efficiency and 
contributed greatly to the popularity of the front-wheel-drive Corolla, was subsequently 
awarded the 1987 Imperial Invention Prize by the Japan Institution of Invention and 
Innovation.
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In 1984 Toyota released the MR2, a sports car with a rear mid-engine, rear-wheel-drive 
layout that was named the 1984-1985 Japan Car of the Year. The same year also saw 
the release of the fifth-generation Mark II, dubbed the "White Mark II", which sparked a 
trend toward "high society" or luxury cars. The following year in 1985, Toyota released 
the four-door hardtop Carina ED, which would grow to become one of the company's 
long-seller models. Furthermore, Crown models were equipped with supercharger-
fitted twin-cam engines, while Mark II and Chaser models featured twin-turbo fitted 
twin-cam engines.


The expansion in domestic sales was also influenced by measures such as the revision 
in profit margins which accompanied the 1982 merger and revitalized dealerships. As a 
result, in 1983 Toyota secured a share of more than 40 percent of all vehicles registered 
in Japan for the first time in nine years. In 1984 and 1985 the company achieved its 
highest sales ever, establishing a position as the undisputed leader among Japanese 
automakers.
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Item 2 .New Technologies and Expansion of R&D 
Bases


Development of LASRE Engine 
Toyota's technology and product development capability blossomed in the early-to-
mid-1980s, having overcome the struggles of the 1970s when it faced new emission 
regulations and demand for lower fuel consumption. As of 1980, the engine types in 
vogue were the turbocharger-equipped models produced by Nissan, and Toyota had 
been slow out of the starting blocks in this field. However, the development of new 
engines incorporating the compact, lightweight, high performance and fuel efficient 
technology that the company had pursued from the late 1970s gained Toyota high 
acclaim for its technology related to double-overhead-cam engines.


To make engines compact and lightweight, each related component must be pushed to 
achieve the absolute limits of design. Accordingly, engineering teams comprehensively 
reviewed each individual component, reducing the weight of the moving parts such as 
camshafts, and making engine blocks slimmer. Reducing the weight of the engine 
lessened the burden on the car body, improved accelerator response, and increased 
fuel efficiency. The first in Toyota's new engine series was the six-cylinder 1G-EU 
(1,998 cc, 125 hp), fitted in the Cresta, a new model released in March 1980.


This was followed in July 1981 by the four-cylinder 1 S-U (1,832 cc, 100 hp), which was 
fitted in the redesigned Celica. This engine featured new anti-vibration measures using 
laser holography, as well as the latest production technology, such as sintered hollow 
camshafts and sinter forged connecting rods to reduce weight.


These new engines were collectively known as Light-weight Advanced Super 
Response Engines (LASRE), and showcased Toyota's drive for superior durability, low 
vibration, low noise, and a maintenance-free design, in addition to its ongoing goals of 
high performance, fuel efficiency, lightweight and compact design, and high 
responsiveness.


Toyota Motor Co., Ltd.'s PR Division and Toyota Motor Sales Co., Ltd.'s Sales 
Expansion Division created a plan to make Toyota's push into new technology known 
to the public. This marked the start of a promotional campaign under the catchphrase 
"It all began with the engine", which highlighted the LASRE engine to promote the 



release of the new Celica model. The campaign, which placed the engine at the 
forefront of its sales push, was unprecedented in the automotive industry, and gave a 
major boost to the public image of Toyota's technology.


The LASRE series continued with the development of several new models, including 
the four-valve-per-cylinder "LASREα1G Twincam 24" (1G-GEU, 1,988 cc, 160 hp) 
engine fitted in car models such as the Mark II, which was launched in August 1982.


Toyota was not solely focused on luxury cars, however, and used multivalve technology 
to deliver low-cost, high-output and high-fuel-economy engines for large-volume 
vehicle models, culminating in the release of a series of "high-mecha twin-cam" 
engines. This engine type employed an intermediate cog known as a scissor gear, 
using one camshaft to drive a second. The first engine to employ this design was the 
3S-FE (1,998 cc, 120 hp), fitted in new Vista and Camry models released in August 
1986.
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Expansion of Engineering Group and Establishment of 
Shibetsu Proving Ground 
With this focus on product development, the facilities and number of staff members of 
Toyota's Engineering Group grew year by year, and in October 1981 the company 
constructed its Technical Building No. 10. By utilizing of the latest computer-aided-
design drawing tools1, the time taken from initial design to body design was reduced 
significantly. Although the number of employees in the Engineering Group had 
increased rapidly in the 1970s due to the company's efforts to reduce emissions, 
Toyota hired more than twice the usual number of new engineers in 1980 and 1981.


Meanwhile, in response to the increasing exports of vehicles to countries with a diverse 
range of climates and the need for performance testing at high speeds, construction 
began of the Shibetsu Proving Ground in Shibetsu City, Hokkaido. Requirements for 
the candidate location were at least 15 days a year of temperatures minus 20 degrees 
(Celsius) or lower, two months or more with at least 50 cm of accumulated snow, and a 
straight at least 3 km long to perform high speed testing. With the cooperation of 
Shibetsu City, in May 1982 Toyota purchased approximately 5 million square meters of 
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land in Onnebetsu-cho, one of the locations that met the requirements. The first phase 
of test course construction began with facilities including a 5 km cold weather circuit, 
which was completed in October 1984. Construction of a subsequent 10 km circuit 
was completed in 1987, and all originally planned facilities were completed in 1992. 
The company also purchased land for expansion in 1992, bringing the total area of the 
Shibetsu Proving Ground to 9.3 million square meters.


Shibetsu Proving Ground (1984)



Item 3. Expansion of Production Network and 
Establishment of Multi-kind, Small-lot Production


Production at Tahara Plant and Construction of Teiho 
Plant 
The number of vehicles produced in Japan by Toyota grew at a rapid speed, passing 
the 3 million mark in 1980, with 3.29 million, and increasing further to 3.66 million in 
1985. Although voluntary restriction of passenger car exports to the U.S. were put in 
place from 1981, the company's exports gradually expanded, and sales in Japan also 
increased steadily due to the release of new models that captured market needs. In 
November 1981, Toyota sold its 20 millionth car in Japan.


Body welding robot at Tahara Plant (1981)



Supporting this growth in production and sales was the construction of new plants and 
the expansion of existing facilities, spanning everything from vehicle assembly lines to 
the manufacture of engines and machine tools. At the same time, the establishment of 
a more-flexible production structure through the development of innovative new 
production technologies, allowed for better response to the production of new vehicle 
types and the rapid increase in vehicle redesigns.


From the latter half of the 1970s, preparation began for new construction and 
expansion of plant facilities to support an annual domestic production output of 3 
million vehicles, and in January 1979 the Tahara Plant (in Tahara-cho, Atsumi-gun, Aichi 
Prefecture; now part of Tahara City) began operation, with an annual output of 240,000 
vehicles. The Tahara Plant was the first vehicle assembly plant outside Toyota City, and 
in the same year it was decided to build a second plant with equivalent output capacity 
on the site.


Shimoyama Plant (c. 1987)



With the expansion at the time in the number of models being produced, focus at the 
Tahara No. 2 Plant was placed on the ability to produce multiple models and the 
flexibility to adapt to fluctuations in production requirements. Specifically, numerous 
high output transfer presses were installed at the stamping plant, the welding plant was 
adapted to allow a mix of three model types to be worked on at once, and 
sophisticated automation was introduced, including 87 new welding robots. Operation 
commenced in February 1981 with the production of the new Soarer model, and in 
summer that year production of the redesigned Celica series began.


The Shimoyama Plant tasked with making engines added a second plant, which was 
completed in September 1977, and a third plant was built in August 1981. This 
established a duo of specialist engine plants, with the company's Kamigo Plant the 

Teiho Plant (c. 1986)



other. These plants worked to respond to increased production of the newly developed 
engine models released from 1980 onward, including the LASRE series.


In 1986, the Teiho Plant was constructed in Teiho-cho, Toyota City, as a specialist 
facility for producing machine tools such as production machinery and molds, and 
started operations in February. The machines and dies making operations that were 
previously scattered across Toyota headquarters, the Kamigo Plant and the Myochi 
Plant, among others, were concentrated at Teiho to create a specialist machine tool 
plant, a facility that was one of only a few in the world at the time. The Teiho Plant, with 
the aim of improving the in-house production engineering technologies found in Toyota 
machinery and of providing a major boost to production capacity, was tasked with 
playing a key backup role in swiftly getting new product designs into mass production 
and in furthering the automation of plant facilities.


Introduction of Flexible Body Line 
In order to handle the introduction of new vehicle models and changes to existing 
models, the Production Engineering Group worked to develop a flexible and innovative 
welding line for vehicle bodies. These efforts culminated in August 1985 when the 
flexible body line (FBL) began operating in earnest at the company's Tsutsumi Plant.


Until the beginning of the 1980s, only two to three vehicle models could be assembled 
on the same body line, and when redesigns occurred, lines had to be stopped for two 
to four weeks while specialized machinery was replaced. Under the FBL, however, 
when using robots to weld the main components, including the vehicle underbody and 
side panels, to the vehicle, general-purpose machinery was combined with specialized 
machinery to allow work on a wide range of models. Accordingly, when model 
redesigns were introduced, only the machinery specific to that vehicle type needed to 
be converted or switched. There was no need to stop the entire line, the lead time for 
production preparation decreased, and less plant space was required. Although in 
principle the new lines could handle any number of models at once, for practical 
reasons, the setup was made to handle four models at a time.


The development project kicked off in 1983, and following the construction of 
prototype lines and testing on actual lines at the Tsutsumi Plant over the next year and 
a half, the new lines commenced full operation in 1985. The FBL was subsequently 
deployed at Toyota's Japanese plants and vehicle body suppliers, and was introduced 
overseas for the first time at Toyota Motor Manufacturing Kentucky, Inc. (TMM; now 



TMMK) in the United States, which began operations in 1988. FBL went on to become 
a key technology as Toyota expanded its overseas plant network.


By the end of 1997, the FBL, which was awarded the Okochi Memorial Foundation 
Production Prize in 1990, had been introduced in 28 places in Japan and overseas. 
FBL technology paved the way for the next-generation global body line (GBL) 
technology developed in the late 1990s.


In-House Production of Electronic Components and 
Semiconductors at Hirose Plant 
In the latter half of the 1980s, Toyota also began in-house production of car electronics, 
a field which was making rapid advances.


Flexible body line (c. 1987)



By 1985, 49.6 percent of the engines in Toyota vehicles incorporated electronic fuel 
injection technology. Marked advances had also been made in electronic control of 
components such as transmission and suspension systems. Fears had been raised at 
Toyota of a lack of knowledge of the inner workings of technology due to "black-
boxing", if those electronic products were sourced from external suppliers, and in 1984 
a policy was set to promote in-house research and development of electronic 
components. The first task Toyota set about tackling was in-house production of 
electronic control units (ECUs) used in power steering.


The organizational structure was also revised, with the merging of electronics related 
departments in February 1985 to form the Electronics Engineering Division, and the 
establishment of the Electronics Production Engineering Division in February 1986. For 
Toyota's first ECU, production lines and testing facilities were introduced at the 
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company's Honsha Plant in 1985, with production beginning in November that year. In 
April 1986, facilities were transferred to the Teiho Plant and expanded, and production 
of ECUs for the Toyota Electronically Modulated Suspension (TEMS) system, first 
installed in Soarer models, commenced.


In addition to ECUs, in the latter half of 1986 the company began building a unified 
development and production system for ECUs, actuators (as drive system 
apparatuses) and sensors-all essential electronic components. This internalization 
became known within Toyota as "tenouchi-ka" or "keeping technology within our 
grasp". In addition to preventing such technologies from becoming an indecipherable 
"black box", when sourcing the same component from an external supplier, this 
internalization also allowed Toyota to correctly understand and evaluate a supplier's 
proposal, and to ensure that the cost and quality levels were appropriate.


In October 1986 the company decided to produce its semiconductors internally. At a 
Production Cross-Functional Meeting held in November, official approval was granted 
to construct the Hirose Plant as a specialized facility for semiconductors and electronic 
components, and the plant was completed in 1989. The Hirose Plant was constructed 
on 250,000 square meters of land that the company had attained in 1985 in the 
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Nishihirose Industrial Park, spanning Toyota City and Fujioka-cho in Nishikamo-gun 
(now part of Toyota City).


Although Toyota made the decision to internalize its electronic component technology, 
the company's lack of experience in the semiconductor field led it to conclude a basic 
agreement with Toshiba in March 1987 for the introduction of technology. The 
agreement was wide-ranging, and covered construction of a semiconductor plant, 
technical cooperation related to design and production, as well as the dispatch of 
employees to provide technical guidance. In September 1988 the Micro Electronics 
(ME) Development Division was launched internally, and the ME Engineering Building 
was established on the Hirose Plant grounds for research and development into 
semiconductors. Construction of cleanroom facilities and the introduction of machinery 
followed, and in March 1989 the semiconductor plant was completed.


In preparation for the completion, from 1987 the company began receiving technical 
training and guidance from Toshiba, Nippondenso (now Denso) and Toyota Central 
Research & Development Laboratories for people assigned to the plant. This training 
facilitated the rapid start-up of production at the completed plant.


The Hirose Plant tackled the challenge of producing electronic components and 
semiconductors in-house, working with the attitude that "We won't gain technical 
competency unless we get our hands dirty during design and battle to establish 
production." This policy of keeping the company's electronics technology within its 
grasp supported Toyota's advanced technological capabilities during the race to 
develop safety and environmental vehicle technology that accelerated starting in the 
mid-1990s.


Item 4. Building a Platform for 2 Million Vehicles


Establishment of Vista Outlets 
From the mid-1970s, the Japanese automotive market hit a prolonged slump due to 
the effect of the first oil crisis and tougher emissions restrictions. Toyota's share of the 
new "registered" vehicle market (all vehicles with the exception of minivehicles) slid for 
three consecutive years from 1975. Given these circumstances, in 1978, Toyota Motor 
Co., Ltd. and Toyota Motor Sales, Co., Ltd. set an annual target of 2 million vehicles 
produced and sold in Japan. At the time, the export environment was growing 
increasingly harsh due to the yen's appreciation and trade frictions, and Toyota aimed 



to secure a dominant position with a 40 percent share of the domestic registered 
vehicle market, which was projected to reach 5 million vehicles annually (excluding 
minivehicles) over the next few years.


The creation of new sales channels was proposed as a means of realizing the selling of 
2 million vehicles annually. This was due to the fact that it had become clear that 
simply increasing the number of sales staff at the four current sales channels would 
have limitations, in terms of both time and scale. Although there was much debate over 
the wisdom of establishing new dealerships at a time when existing outlets were 
struggling, it was eventually concluded that the new project was also necessary to 
maintain the vitality of the sales network, and the plan was officially approved at a joint 
planning meeting between Toyota Motor Co., Ltd. and Toyota Motor Sales Co., Ltd. in 
February 1979.


In June of the same year, Toyota Motor Sales conducted a major reshuffling of its 
management. Chairman Shotaro Kamiya moved to honorary chairman, President 
Seishi Kato became chairman, and Executive Vice President Sadazo Yamamoto was 
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promoted to president. Under this new management team, Toyota set about the 
challenge of selling 2 million cars a year in Japan.


The name chosen for the new sales channel was "Vista", representing a landscape or 
view. The "V" also stood for "Victory", and, with Vista to become Toyota's fifth 
domestic sales channel, it also, as a roman numeral, suitably meant "5". In March 1979 
the basic policy was announced at a board meeting of the Toyota National Dealers' 
Advisory Council, and selection of candidates for new outlets began, while in June, 
Sales Division No. 5 was established within Toyota Motor Sales Co., Ltd. Candidate 
companies numbered 157, and although the selection process was difficult, 66 
companies across Japan were eventually chosen.


In April 1980, Vista outlets began selling five vehicle series at 208 outlets across Japan, 
including the new Cresta high-end compact cars and Daihatsu's new Blizzard compact 
four-wheel drive. To spur sales, the various sales companies tried several new sales 
approaches, including bold new designs at their dealerships and strengthening their 
advertising.


Sales at Vista outlets reached a quarter of total orders, an unusual figure in the sales 
industry at the time, and 1980 sales totaled 51,000 units, far exceeding the target of 
42,000 vehicles. Although it is standard nowadays in Japan for dealerships to open for 
business on Sundays, this was one of Vista's initial points of appeal. Following the 
success of this initiative at Vista outlets, Sunday sales were introduced at all Toyota 
dealerships in Japan from June-July 1982. Concerns over labor regulations were 
overcome by introducing a time in lieu system for employees, and Sunday sales 
became a regular part of Toyota's business.


Development of Computer Systems at Sales Outlets 
Initiatives were also taken to enhance business efficiency at sales outlets. In January 
1980, Toyota Motor Sales Co., Ltd. established the C80 Committee, the name of which 
was an abbreviation of "challenging business innovation at dealerships in the 1980s". 
The following year, the company began development of "C80", a unified computer 
system for dealerships run on office computers. The system was first employed in the 
service divisions at dealerships to automatically calculate service charges, create 
invoices, and maintain vehicle servicing records. The system was also adapted as a 
support tool for vehicle salespeople, allowing them to create simple estimates.




After C80 had been tested from May 1982 at two model dealerships, the C80 
Promotion Department was established in February 1983 in preparation for full scale 
deployment to dealerships across Japan. Functions such as inventory management for 
new vehicles were subsequently added, and by the end of 1985 the system had been 
installed in more than 200 dealerships. In 1991, 10 years after the initial development of 
C80, the company began developing a follow-up version, C90, which was rolled out 
from mid-1992.


Meanwhile, in 1983, the time frame for first vehicle inspection for new cars was 
extended from two years after purchase to three years, a move which had a major 
impact on dealerships' service divisions. At this time, dealership servicing workshops 
were beginning to introduce "Techno Labo" facilities in response to the growing use of 
electronics in vehicles. Techno Labo introduced new apparatuses such as measuring 
diagnostic devices to underline the superior technical capability offered by Toyota's 
sales outlets.


These efforts helped to make up for the effects of the extension of first-time 
inspections, which began to become felt in 1985, when the number of vehicles coming 
into dealers' garages for inspection started to decrease. Furthermore, in April 1986, to 
instill customer trust and respond to the new three-year period between vehicle 
inspections, Toyota extended the special warranty period on its engines and other key 
components from two years or 50,000 km to three years or 60,000 km.


To strengthen service-parts logistics, for the purpose of improving the quality of after-
sales services, a Japan-wide distributor network for service parts was completed in 
August 1987. The network served to link Toyota and its sales outlets and came to be 
indispensable for the swift supply of service parts and accessories. In 1988, an online 
system was introduced, allowing the network to make daily orders to Toyota.




Section 2. 50th Anniversary and 
Coping with the Strong Yen 

Item 1. Surging Yen


Signing of the Plaza Accord and Yen Appreciation 
In January 1986, Toyota Motor Corporation's (TMC's) cumulative production volume in 
Japan reached 50 million vehicles, the first time a Japanese automaker achieved this 
figure. However, there was no time to celebrate because the Japanese economy was 
facing immense turmoil. As a result of the G5 summit held in New York in September 
1985, where finance ministers and central bank chairpersons from the five countries 
signed the Plaza Accord, designed to depreciate the U.S. dollar by intervening in 
currency markets, the Japanese yen began to appreciate rapidly in relation to the U.S. 
dollar.


The dollar-yen exchange rate, which had previously been hovering at around 240 yen 
to the U.S. dollar, fell below 200 yen by the end of 1985 and then further, to 160 yen by 
May 1986. This rapidly appreciating yen forced Japanese automakers several times to 
raise the prices of the cars they were exporting, primarily to the United States, reducing 
their competitiveness. TMC was no exception. Its global export volume for 1986 fell by 
5.3 percent from the previous year to 1.87 million vehicles, bringing to an abrupt halt 
the company's sales growth toward 2 million vehicles.


TMC's financial results also suffered a direct hit from the strong yen. For the fiscal year 
ended June 1986, TMC's sales revenue increased by 4 percent, thanks to an increase 
in sales in Japan. However, the profit-reducing impact of the strong yen amounted to 
290 billion yen, decreasing operating income by 34.9 percent to 329.3 billion yen and 
ordinary income by 24.6 percent to 488.3 billion yen. This marked a huge drop from the 
record high profit TMC had reported the previous year and the first fall in profit since 
the new TMC was established through a merger of Toyota Motor Co., Ltd. and Toyota 
Motor Sales Co., Ltd. in 1982. The operating income for the second half in particular, 
when the yen began to appreciate, was down by more than 60 percent from the same 
period of the previous year, showing the highest ever negative impact of foreign 
exchange fluctuations on TMC's financial results.




The dollar-yen exchange rate fell below 150 yen by January 1987, causing TMC to 
again report a profit decline for the fiscal year ended June 1987. Annual bonus 
negotiations with the labor union for that year were stormy, with TMC in the end 
agreeing to a bonus equivalent to 6.0 months' salary in response to the union's 
demand for 6.1 months. This was the first time in the 20 years since 1967 that TMC 
could not meet the labor union's demands. Both the company management and the 
union had to make compromises in order to ride through the difficult business 
environment.


50th Anniversary of the Company's Founding 
Against the backdrop of a hyper-appreciated yen, TMC marked the 50th anniversary of 
its founding on November 3, 1987. At the commemorative ceremony held in a large hall 
at the Toyota Kaikan Museum at company headquarters, President Shoichiro Toyoda 
made the following speech:


Toyota was founded in 1937 based on our founder Kiichiro Toyoda's 
principle of 'making cars utilizing Japanese people's minds and skills' and 
since then has been striving to make cars that customers love based on 
the philosophy of 'creating an affluent society through automobiles'. 

Over the 40 years following the end of the war, Japan has achieved 
unprecedented economic growth, of a level never seen before in the 
world. The automotive industry has amply played the role of the driving 
force behind this growth. Among the various automakers, Toyota has 
always been at the forefront of Japan's motorization trends, having, for 
example, constructed plants dedicated to passenger cars and having built 
a comprehensive sales network. 

As a result, Toyota has grown to be one of the most prominent 
automakers in the world today. 

The environment surrounding the Japanese automobile industry is 
extremely harsh, exemplified by the recent rapid appreciation of the yen 
and trade friction, but I am confident that I and all Toyota employees will 
work in unity to overcome these difficulties and make a great new leap 
going forward. 



On this our 50th anniversary, I am announcing this year's company slogan, 
'Unshakable Toyota supported by the unity and full commitment of its 
employees can make a leap into the next half century.' This means we 
must take this opportunity to approach our tasks with a fresh perspective, 
rather than in the same old way, and actively work on achieving daring 
innovations. 

Currently, the Big Three in the United States, as well as automakers in 
growing economies around the world find themselves in the middle of 
extremely stiff competition. Toyota is implementing various policies both in 
Japan and abroad with the ambitious goal of becoming one of the Global 
10. In addition to car manufacturing and sales, we are continuing to 
strengthen our other existing operations, such as industrial vehicles and 
housing. 
Furthermore, we must begin to lay the foundations for Toyota's 
participation in new business fields in the future. Fortunately, the 
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automobile industry is a general industry that integrates together the 
technologies of a broad range of fields, including telecommunications, 
electronics, and new materials. There is no limit to the possibilities of the 
new business opportunities that will be created in these related fields. 

I am convinced that the automobile industry will be able to continue 
growing on an international scale into the future. 

Among the projects created to mark the 50th anniversary, a plan was developed to 
construct the Toyota Memorial Hospital and Toyota Automobile Museum. As a 
replacement for the Toyota Hospital, which was beginning to show signs of facility 
deterioration, and intended as a regional medical center, the Toyota Memorial Hospital 
was completed in September 1987 in Heiwa-cho, Toyota City as a general hospital 
equipped with state-of-the-art medical equipment and facilities. The Toyota Automobile 
Museum, designed to exhibit a broad range of the history of the automobile, was 
constructed in Nagakute-cho (now Nagakute City), Aichi Prefecture and opened its 
doors in April 1989. Many prominent historical vehicles collected from around the 
world, including a unit of Toyota's first commercially sold passenger car "Toyoda AA", 
which had been restored over a two-year period, were exhibited in drivable condition. 
A publication entitled "Limitless Creation", chronicling Toyota's 50-year history, was 
also published to mark the 50th anniversary.


Item 2. Comprehensive Cost Reduction Activities


Emergency Profit Improvement Committee Against 
Yen Surge 
In October 1986, approximately one year after the Plaza Accord, TMC established the 
Emergency Profit Improvement Committee, chaired by Vice Chairman Gentaro Tsuji. 
This committee, unusual in that all the company's executives were members, was 
established in order to tackle the issue of the highly appreciated yen head on. 
Individual divisions began to reassess all aspects of their operations, i.e., people, 
materials, and finances, from a fresh perspective.


In April 1986, TMC had already begun implementing its "Challenge 50" initiative, a 
company-wide renovation effort, and accelerated it through the establishment of the 
Emergency Profit Improvement Committee against Yen Surge. Challenge 50 was an 



initiative with the ambitious goal of reducing the number of office work process steps, 
lead-times, the volume of documents, and meeting time by 50 percent, and was 
intended as a bold challenge toward office work innovations. Goals were established 
and thoroughly promoted in each of the focal areas, such as "Paperless 50" for 
reducing the volume of documents and "meeting efficiency improvement of 50 
percent" for reducing meeting time. In one sign of the steady progress being made, the 
total number of steps related to meetings, which included material preparation and 
travel time, was reduced by approximately 30 percent from June 1986 to June 1987.


In promoting Challenge 50, TMC actively utilized office automation through the 
introduction of word processors and personal computers, as well as advances in 
telecommunications technologies. For example, in 1987 TMC installed a video 
conferencing system, connecting the Head Office in Toyota City, the Tokyo Office, the 
Nagoya Office, and the Higashi-Fuji Technical Center, achieving dynamic meetings and 
improving meeting efficiency. The same year, TMC also installed ATMs on company 
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premises and began direct bank deposit of salaries and bonuses to reduce the number 
of work steps involved in payroll processing.


In January 1987 when the dollar fell below 150 yen, Kyohokai (the Toyota Suppliers 
Association) and Eihokai (the Facility Manufacturer Association) held their annual 
conference in commemoration of Toyota's 50th anniversary. At this conference, TMC 
Chairman Eiji Toyoda made a speech based around the following essential ideas titled 
"Battles to Reduce Cost", in which he recalled the crises that TMC had overcome since 
its founding and asked the suppliers for their continued cooperation:


Following the founding of our company, we worked on reducing our costs, which were 
higher than those of imported cars, and overcame this hurdle. Then, during trade 
liberalization, we took on massive cost reduction to a degree that seemed impossible. 
Looking back on these battles to reduce cost since our company's founding, the 
struggle to reduce cost under the current strong yen can be considered another battle 
for survival. Although we are facing an extremely tough situation, it is not something we 
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cannot overcome. I am renewing my determination and hope to keep moving forward 
with all of you.


Company-Wide Initiatives 
The emergency measures in response to yen appreciation spread throughout the 
company. The Purchasing Group further strengthened its value analysis (VA) and value 
engineering (VE) activities by closely working with suppliers, and instituted 
comprehensive cost planning activities for each vehicle model beginning in the autumn 
of 1986. Furthermore, by the end of that year, TMC established the R&D Expense 
Reduction Committee and implemented various measures such as cooperating with 
suppliers to use the same equipment for both prototyping and mass production. 
Around the same time, TMC also placed into operation its new material system related 
to the procurement of spare parts for equipment, materials for equipment, and tools 
and computerized the work of issuing purchase orders and picking processes, thereby 
reducing manually created reports and achieving "Paperless 50".


The Production Group also strengthened its cost reduction activities related to 
materials. For example, spare parts, such as backup motors and pumps to be used in 
the event production equipment broke down, had previously been stored separately at 
individual plants. By switching these spare parts to centralized inventory at Honsha 
Plant beginning in 1987, the Production Group was able to significantly reduce the 
inventory of such items and the associated cost. Additionally, based on a suggestion 
by Vice President Kaneyoshi Kusunoki who was responsible for the Production Group, 
the Production Group tried to again ensure thorough implementation at each plant of 
the Toyota Production System (TPS), which was based on tackling cost reduction more 
stringently through the elimination of muda (wasteful practices). Specifically, TMC 
introduced the TPS Promoter System into all five vehicle assembly plants in 1987. As a 
result, a structural change was made putting each plant in charge of activities that used 
to be driven by the Operations Management Consulting Department, such as thorough 
TPS implementation and training. A TPS Promoter was positioned as the most 
important staff member reporting to the plant general manager. At the same time, a 
TPS Promoter liaison council was also established at each plant for promoting 
exchanges of improvement ideas among the plants, as well as the evolution and 
company-wide implementation of TPS.


The Production Engineering Group also worked on process improvement and cost 
reduction by developing and introducing new technologies and new processing 



methods. In the stamping process, the Production Engineering Group reduced the 
number of parts necessary through parts integration and shape modification, 
developed better die structures, and devised innovative stamping methods. For 
example, a process that used to require five steps was changed to a process that 
needed only four, reducing both the processing time and die expenses. In the welding 
process, a space-saving welding robot developed in 1989 made it possible to position 
twice the number of robots in each process than previously, thus halving the length of 
the added-spot-welds line. TMC also installed these space-saving welding robots in its 
flexible body lines, already in common use, achieving further evolution of the welding 
process and cost reduction.


Item 3. Organizational and Personnel System 
Reform

Reforming the Pyramid-Shaped Organizational 
Structure 
By the late 1980s, TMC was afflicted with the creeping onset of problems typical of 
large businesses, including bloated organizations and a lack of flexibility. To counter 
these problems, TMC implemented a number of reforms to its personnel systems and 
development organizations.


The number of employees at Toyota Motor Co., Ltd. and Toyota Motor Sales Co., Ltd., 
which had reached a combined total of 51,200 in 1980, increased by 20 percent to 
61,700 by the year 1985, three years after the merger. The overall organization became 
bloated as it was divided into smaller units, and by the second half of the 1980s, it 
became clear that the company would run out of titled positions such as section 
managers. The Human Resources Group began studying the possibility of 
fundamentally reforming the organizational and personnel systems with the 
involvement of the individual groups throughout the company and in August 1989 
introduced a new "organization flattening" flattening in the Administration Group and 
Engineering Group.


Until that time, TMC had adopted a pyramid-shaped organization based on divisions, 
sections, and sub-sections. The pyrmamid organization was suitable for preventing 
mistakes through checking functions and promoting a sense of unity and for nurturing 
subordinates and served as an important foundation supporting TMC's advances. 



However, many changes, such as the diversification of customer needs, were taking 
place in the marketplace, and the numbers of tasks that cut across organizational 
boundaries and that required creativity were increasing, making it difficult for the 
pyramid-shaped organization to cope.


Promoting Organizational Flattening 
The new organization flattening system eliminated sub-sections and combined multiple 
sections into single departments, establishing a simpler, two-level organization 
consisting of divisions and departments. It also eliminated positions that increased the 
number of organizational layers, such as deput general managers and assistant section 
chiefs, and organization heads, such as, divisional general managers, departmental 
general managers, and staff leaders were redefined as one-person managerial 
positions. Simultaneously, non-managerial positions such as project general manager 
and project manager were redefined as staff positions. As a result, the number of 
organizations at the section level decreased from 758 to 629 and the number of 
decision-making managerial positions, such as section mangers and divisional general 
managers, decreased from 1,800 to 900, with the remaining 900 placed in staff 
positions providing practical support. However, out of consideration for these 
employees, the Job Qualification System introduced in 1987 was revised, giving them 
titles that were closer to their actual positions. For example, "Sanji 1" and "Sanji 2" 
were renamed "General Manager Class" and "Deputy General Manager Class", 
respectively. In conjunction with this organizational flattening, TMC initiated the San 
Tsuke Campaign, which promoted the practice of referring to managers using the 
Japanese honorific "san" after their names, rather than their positional title (which is the 
convention traditionally followed at many Japanese companies), with the intention of 
making the atmosphere within the company more open and fully establishing the 
reform at the working level first.


To build a foundation for the organizational flattening that was to come, TMC intiated 
the Hanko Mitsu Campaign in 1988, ahead of the introduction of the new system. The 
campaign was meant to accelerate decision making and promote delegation of 
authority. As a rule, it reduced the number of hanko (seals) required before a proposal 
was approved to three-that of the originator, the examiner, and the verifier. All approval 
documents and reports were reexamined and within one year approximately 70 percent 
of approval documents was changed to require only three hanko or less.




After organizational flattening was implemented in the Administration Group and 
Engineering Group, the reform focus moved to initiatives to connect the new 
organizational structure to business innovations. Between April 1991 and the end of 
1992, TMC implemented the NOW21 (New Office Way 21) initiative, targeting 
approximately 7,000 employees in 78 sections in the Management Group and Sales 
Operations Group. With the help of a secretariat composed of nine young employee 
volunteers, each section chose its own theme under the slogan of "Changing, 
Changing Your Surroundings, for Our Own Sake" and worked to create a lively work 
culture and improve the quality of internal work on a grassroots level.


Internal newsletter reports on organizational flattening (1989)



After addressing the Administration and Engineering Groups, TMC introduced a new 
personnel system for the shop floor staff in February 1991. This was because problems 
such as organizational fragmentation, bloating, and a titled position shortage were 
expected to occur in the technical workplace as well. The new system created a new 
level of "professional skilled staff". The assistant manager, group leader, and team 
leader positions were renamed "professional skilled staff chief expert", "professional 
skilled staff senior expert", and "professional skilled staff expert" respectively, while 
retaining the same managerial and supervisory duties.


Simultaneously with the introduction of the professional skilled staff TMC also 
established the Toyota Skill Development System as part of its efforts to build an 
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environment that fostered self-development and a sense of achievement from work. It 
went into operation as a certification system that encouraged employees to develop 
technical knowledge and skills to allow them to do a broader range of work while 
undergoing on-the-job training and job rotation. Subsequently, TMC continued to 
revise the personnel system for shop floor staff, and in January 1997 abolished the 
hitherto team leader system and changed the assistant manager and group leader 
positions to chief leader and group leader (a change from the Japanese name used 
previously), respectively.




Section 3. Rapid Growth of the 
Japanese Market and 

Development of the Lexus 
Item 1. Achievement of Sales of 2.5 Million Vehicles 
in Japan


Market Under the 'Bubble' Economy 
In the second half of the 1980s, the Japanese government continued to implement 
monetary relaxation policies in order to battle the recession caused by the soaring yen. 
This led to excessive liquidity and brought about the so-called "bubble economy" 
exemplified by surging prices of assets such as real estate and the expansion of 
personal spending beginning in the middle of 1987. Car sales increased significantly as 
a result and when the introduction of the consumption tax in April 1989 also reduced 
various car-related taxes, sales of high-priced cars such as luxury cars and imported 
cars expanded particularly rapidly.


When it was introduced, the consumption tax was 3 percent, except for passenger 
cars, for which it was 6 percent until a revision of the consumption tax system in 1997. 
Still, the introduction of the consumption tax greatly reduced the tax burden for car 
buyers. Previously, cars had been considered luxury items in Japan, and the applicable 
commodity tax rate had been 23 percent for passenger cars with "3 category" license 
plates (vehicles with a length greater than 4.7 m, width greater than 1.7 m, height 
greater than 2 m, or engine displacement larger than 2 liters), 18.5 percent for compact 
passenger cars with "5 category" license plates (vehicles with a maximum length of 4.7 
m, maximum width of 1.7 m, maximum height of 2 m, or maximum engine 
displacement of 2 liters), and 15.5 percent for passenger minivehicles. However, these 
taxes were abolished when the consumption tax was introduced. Furthermore, the 
automobile tax (local tax) that had been established according to engine size was also 
significantly reduced for cars with "3 category" license plates, also helping to vitalize 
the car market.




As a result, the total Japanese auto market including minivehicles increased by more 
than 1 million vehicles in as few as two years, from 6.72 million vehicles in 1988 to 7.77 
million vehicles in 1990. The market excluding minivehicles, which had been steady at 
slightly above 4 million vehicles in the first half of the 1980s, swelled to nearly 6 million 
vehicles (5.98 million) in 1990.


Responding to Japan's Luxury Automobile Boom 
With the eighth-generation Crown launched in August 1987, Toyota Motor Corporation 
(TMC) adopted a new product strategy designed to succeed in the luxury automobile 
boom, and introduced models, including one with a 4-liter V8 engine and a wide-body 
model with a 2-liter engine and "3 category" license plate. The strategy was designed 
to develop a new customer base by dramatically improving riding comfort and 
drivability through the adoption of features such as the Toyota Electronically Modulated 
Suspension (TEMS) and a traction control system.


Celsior (1989)



The luxury automobile Cima launched in 1988 by Nissan Motor Co., Ltd. became 
explosively popular in Japan, especially among middle-aged and senior customers, 
creating the so-called "Cima Phenomenon", making the vehicle a symbol of luxury 
items during the bubble economy period. However, in terms of actual domestic sales 
volume in 1988, the Crown reached approximately 47,400 vehicles, outselling the Cima 
by more than 10,000 vehicles, and the Crown continued to lead afterward, as well. 
Moreover, according to the actual domestic sales volume for January of that year, the 
Crown took the No. 1 spot by beating the Corolla, which had always been Japan's 
bestseller, as the demand for luxury cars continued to overheat.


In October 1989, TMC launched the Celsior as a luxury car surpassing the Crown. The 
car's name is derived from the Latin word "Celsus" meaning "the ultimate" or "the 
highest". In the United States, the Celsior was named the LS 400, the highest-grade 
model of the Lexus luxury automobile sales network established there that year. 
Development of the Celsior had taken six years and as many as 450 prototypes. The 
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Celsior with its high-quality build, fast acceleration, and quiet operation became so 
popular that the number of orders received in Japan instantly exceeded TMC's original 
expectation, resulting in a delivery time of nearly one year.


Beginning with the Celsior, TMC adopted a new emblem standardized on an elliptical 
design. The new design symbolized the advanced nature and reliability of the Toyota 
brand, with the center of two ellipses representing the bringing together of the heart of 
the customer and the heart of car making to symbolize the sense of trust thus born.


During this period, TMC also added luxury car features to the Corolla, which had been 
extremely popular as a people's car for many years. In the sixth-generation model 
launched in 1987, TMC used a "high-mecha twin cam" engine and adopted advanced 
technologies such as TEMS in the high-end model. Furthermore, in the seventh-
generation model launched in 1991, the overall length and wheelbase were increased, 
and an upscale feel was strongly expressed in both the interior and exterior design of 
the vehicle and in how it was equipped. Although there had been internal hesitation 

Corolla sedan (1991)



over nudging the model up in class, the seventh-generation model intended to be a 
higher-grade and upper-class model turned out to be a major hit.


In the second-generation of the Soarer luxury coupe launched in 1986, TMC 
introduced a model equipped with electronically controlled air suspension; for the 
second-generation Carina ED launched in 1989, TMC introduced a dual-mode 4WS 
model. These models, which were generously equipped with world-first advanced 
technologies, also sold well.


As the Japanese luxury car boom also spread to imported cars, the number of new 
imported cars registered reached approximately 224,000 vehicles in 1990, growing 
five-fold over a period of 10 years. Japanese automakers successively introduced 
imported cars made by their foreign partners, for example, beginning in 1981, Suzuki 

First DUO dealer outlet opened (1992)



Motor Co., Ltd. (now Suzuki Motor Corporation) launched cars made by General 
Motors Corporation (now General Motors Company) and Mazda Motor Corporation 
launched cars made by Ford Motor Company. With the goal of helping increase the 
number of cars imported into Japan, TMC also signed an agreement in July 1991 with 
Volkswagen (VW), with which TMC had been jointly producing compact trucks in 
Germany, to sell VW-made cars in Japan. Approximately 50 Toyota dealers that wished 
to carry the VW-made cars established new dealerships called "DUO" and began 
selling cars made by VW and Audi in 1992. TMC supported their sales activities with 
wholesaling and marketing.


Creation of the K250 Plan 
As the bubble economy continued to fuel the rapid expansion of the Japanese car 
market in the second half of the 1980s, TMC's sales volume in Japan reached 2.12 
million vehicles in 1988, surpassing its long-held annual domestic sales goal of 2 
million vehicles. This goal had been set in 1978 for the long term with the assumption 
that the future market size in Japan would grow to 5 million units (excluding 
minivehicles). Subsequently, in its five-year plan beginning in 1986, TMC set the goal of 
achieving annual domestic sales of 2 million vehicles in 1990, but ended up achieving it 
in the third year of the plan, two years ahead of the goal.


In response to TMC achieving its goal of selling 2 million vehicles domestically, its 
Japan Sales & Marketing Group created the new "K250 Plan" with the goal of 
achieving sales of 2.5 million vehicles in 1993. In order to achieve higher customer 
satisfaction levels than competitors in all aspects and sustainably expand sales, this 
plan's goal was to achieve both a quantitative strengthening of sales capabilities and 
productivity improvements through streamlining and efficiency improvements in 
production. However, as the bubble economy progressed and the introduction of the 
consumption tax reduced automobile-related taxes, the Japanese car market 
continued to expand at a pace faster than had been expected. As a result, in 1990 
when the market of cars (excluding minivehicles) in Japan reached the historical high of 
5.98 million vehicles, TMC's actual domestic sales volume reached approximately 
2.504 million vehicles, also achieving the K250 Plan ahead of schedule.




Item 2. Reaffirmation of the Customer First 
Philosophy


Customer Satisfaction Improvement Committee 
Although Toyota's customer ratings had been extremely high in the first half of the 
1980s, other automakers started to catch up, and Toyota's lead shrunk in the second 
half of the 1980s. For example, in the U.S. market, the Initial Quality Study (IQS)1 by J. 
D. Power and Associates showed that Toyota had fallen to fourth place in 1987 from 
first place in 1985. Feeling a sense of crisis stemming from the knowledge that trust 
once lost is difficult to regain, TMC executives rapidly realized that company-wide 
activities must be reassessed from the customer's perspective. At the time, Japan was 
in the middle of the bubble economy and TMC's sales volume was still increasing 
rapidly. Yet TMC believed it more important to reaffirm its commitment to its "Customer 
First" philosophy than to focus on increasing sales volume. In January 1989, TMC 
established the CS Improvement Committee (chaired by President Shoichiro Toyoda) 
as the core of company-wide activities to improve its customer satisfaction (CS) level.

The key point in promoting these activities was to instill the Customer First philosophy 
into TMC's employees and its suppliers and make it a group-wide way of thinking. 
TMC wanted to reaffirm Customer First, an essential part of its basic philosophy since 
its founding, throughout the entire company and beyond. Therefore, TMC repeatedly 
implemented measures to increase awareness of CS, using various means such as 
broadcasting the president's message throughout the company and publishing a 
special CS issue of the in-house newspaper, in addition to developing a slogan and a 
logo.


In terms of specific actions, the Vehicle Quality Subcommittee and the Sales & Service 
Subcommittees (both in Japan and overseas) were established under the CS 
Improvement Committee to carry out CS-related initiatives in all areas, from the design 
and production of vehicles to sales and service. TMC also asked its dealers and 
suppliers all over the world to participate in the initiative. In response, these affiliates 
established similar committees and appointed directors responsible for CS, creating a 
core for promoting the initiative. This became a link to CS improvement activities, 
leading to deeper instillation and further evolution of the Customer First philosophy.




Special edition on raising customer satisfaction (1989)



Strengthening the CR Initiative 
The rapid sales increase in the second half of the 1980s also caused problems on the 
sales front, such as shortages in the sales force and failure to deliver cars on time. 
Therefore, in implementing the Customer First philosophy, TMC continued to 
strengthen measures for addressing the various issues that came to light during the 
implementation process.


A customer-retention (CR) initiative was created to focus on customer interface. In 
1985, the Nisshin Training Center developed a plan to restructure CR practices and 
began promoting the new plan at dealers. However, because the implementation status 
and employee awareness of the plan varied among dealers, TMC established the CR 
Promotion Department at the Nisshin Training Center in February 1988 and worked on 
increasing the level of CR activities throughout all Toyota-related entities. At the CR 
Promotion Department, staff members from TMC's service divisions and the C80 
Promotion Department, as well as representatives from dealers, researched sales and 
service activities and ways to strengthen the support provided to dealers.


Toyota Auto Salon Amlux Tokyo (c. 1990)



Meanwhile, because of the staffing difficulties dealers faced due to the economic 
boom, increasing hiring and training personnel became urgent issues. In February 
1990, the title of dealer sales-floor employees was changed from "salesman" to "sales 
staff", and in May the "Step-up Program" for planned development of human resources 
was initiated. This program, which was a major shift from the traditional OJT-based 
training, divided the 10 years following the hiring of sales staff into three stages and 
established detailed development goals for each stage. Because these goals also 
included many elements designed to improve CS, they turned out to be very effective 
in this respect as well.


During the bubble economy, a trend began to emerge that found consumers thoroughly 
examining products on their own before purchasing them. To improve recognition of 
Toyota vehicles in response to this trend, TMC began to work on creating non-sale 
showrooms based on a new concept. The most notable was Amlux Tokyo, a large 
showroom opened in Ikebukuro, Tokyo in September 1990. The Amlux showroom 
became a hub for disseminating a wide variety of car-related information covering 
commercially available vehicles as well as motor sports, as well as a solidly established 
popular spot in Ikebukuro.


Used Car Business and Leasing Business 
During this period, the used car business at dealers was stagnant. The rapid growth in 
new car sales and the prominence of used-car-only dealers and businesses that 
bought used cars greatly lowered the trade-in rate during new car purchases, reducing 
the used-car inventory and retail sales at Toyota dealers. In response, the dealers 
implemented various measures such as remodeling their used-car lots, separating the 
retail department from the wholesale department, and increasing female sales staff in 
response to the rise in female consumers. TMC also worked with its dealers to promote 
a revitalization of the used-car market, for example holding its Used Car Standard 
Product sales event, the first of its kind in Toyota history, in July 1988.


In 1989, TMC extended the special warranty period for new cars to five years or 
100,000 km and, in conjunction, revised its "Long Run" warranty for used cars in 1990. 
For passenger cars, TMC expanded its warranty coverage to all Toyota vehicles and 
also extended the warranty period in an effort to establish an image of peace of mind 
and reliability for Toyota used cars.




Since Toyota Rent a Car was also facing a transition period in the expanding leasing 
market, in 1986 it developed a three-year plan (for 1987-1989), setting "Becoming the 
No. 1 Group in Profitability" as its goal. Based on this plan, Toyota Rent a Car opened 
60 new locations in 1987, expanding its network to 719 locations. Additionally, the total 
number of vehicles it owned, including leased cars, reached more than 100,000 
vehicles in July of the same year, steadily expanding Toyota Rent a Car's business 
base.


Item 3. Building Plants in Kyushu, Hokkaido, and 
Tohoku

Building Plants Outside Aichi Prefecture 
In 1990 when the Japanese new-car market (including minivehicles) reached its 
historical high of 7.77 million vehicles, TMC's production volume in Japan reached 4.21 
million vehicles, increasing by approximately 500,000 from 1987. All plants had 
reached their production capacity limits1 and the building of additional plants became 
an urgent issue.


Toyota Motor Kyusyu, Inc. (c. 1993)



However, one of the factors that made building additional plants difficult was the labor 
issue. During the bubble economy, the labor shortage became acute and, in the case 
of Aichi Prefecture, the average job opening-to-application ratio in 1990 had reached 
2.47, the third highest in the country. Furthermore, there was also a societal demand at 
the time for reducing the total number of hours worked annually to 2,000 hours.


Up to that time, TMC's plants had been concentrated in Aichi Prefecture. However, due 
to the labor shortage, the trend toward reducing the number of hours worked, and a 
desire to contribute to regional revitalization, TMC announced plans to build 
component plants in Hokkaido and Miyagi prefectures in May 1990, and a vehicle 
assembly plant in Fukuoka Prefecture in July of the same year. Due to subsequent 
changes in the economic situation, the plan for Miyagi Prefecture was postponed, but 
Toyota Motor Kyushu, Inc. (in Miyata-machi, Kurate-gun (now Miyawaka City), Fukuoka 
Prefecture) and Toyota Motor Hokkaido, Inc. (in Tomakomai City) were established in 

Toyota Motor Hokkaido, Inc. (c. 1993)



Line-off ceremony for Toyota Motor Kyusyu, Inc. (1992)

Line-off ceremony at Toyota Motor Hokkaido's aluminum wheel plant 
(1992)



February 1991, entirely financed by TMC. These two new companies began 
constructing plants in the spring of that year.


TMC made these companies separate corporate entities because of the great 
importance it attached to dynamic decision making conforming to the local situation 
and to nurturing a sense of integration with the local area. Construction completion 
ceremonies were held for Toyota Motor Kyushu and Toyota Motor Hokkaido in April 
and September 1993, respectively. Toyota Motor Kyushu's Miyata Plant, which had an 
annual production capacity of 200,000 vehicles, succeeded in rolling the first new Mark 
II off the line in December 1992. Meanwhile, Toyota Hokkaido commenced production 
of aluminum wheels in October 1992 and automatic transmissions in June 1993.


Initiatives Taken in Conjunction with Building Plants 
Outside Aichi Prefecture 
Toyota Motor Kyushu's Miyata Plant, which became the first assembly plant built in 
Japan since TMC's Tahara Plant went into operation in 1979, introduced an assembly 
line based on the new concept of "Capability of perpetually evolving and improving in 
response to people, cars, and the social environment". The most notable feature of the 
new plant was the adoption of an "autonomous and dispersed, functionally complete 
line", in which work is completed within each group. That is, the main line is divided 
into 11 segments according to functions such as instrument panel installation and 
engine room installation. A group consisting of approximately 20 members is placed in 
charge of each segment and only transfers its finished work to the succeeding 
segment after verifying the quality. The new line system resulted in a drop of nearly 80 
percent in the number of defects and a productivity improvement of 10 percent 
compared to conventional long, contiguous lines. Above all, the adoption of the system 
of completing work within each line resulted in group members feeling more passionate 
about manufacturing and feeling a higher degree of responsibility, which were immense 
benefits.


At the same time, with respect to automation, TMC placed importance on coexistence 
with human operators. Rather than trying to haphazardly increase the automation rate, 
TMC focused on automation that reduces physical strain from tasks and paid attention 
to creating a work environment in which even female and older workers could work 
enthusiastically. These features of the assembly line at Miyata Plant were rated highly 



and the plant received the Okochi Memorial Foundation Production Prize in 1993. The 
plant's concept was later incorporated into other assembly lines that TMC built.


In December 1997, Toyota Kyushu began producing the Lexus RX 300 and 
subsequently developed into a major production site for luxury vehicles.


In line with its expansion into Kyushu and Hokkaido, to supply parts to its distant 
production bases there, TMC devised a new combined land-sea transport system that 
could efficiently transport a larger volume of parts without reloading than truck-based 
land transport systems. For Kyushu, parts from suppliers were first gathered at a new 
collection center in Kamigo, Toyota City, and then loaded into trailers and transported 
to Nagoya Port by truck. From there, only the trailers were shipped on a dedicated ship 
to Hakata Port, from where a truck shuttled between the port and Miyata Plant to 
efficiently transport the trailers.


Plant Expansion by Group Companies 
TMC's vehicle manufacturing subsidiaries (other than Toyota Motor Kyushu) also began to 
build plants outside Aichi Prefecture, in support of TMC's goal of establishing capacity for 6 
million vehicles globally by the middle of the 1990s.


Kanto Auto Works, Ltd. started constructing its Iwate Plant (in Kanegasaki-cho, Isawa-gun, 
Iwate Prefecture) with an annual capacity of 100,000 vehicles in June 1991, and began 
producing the Corona Exiv in November 1993. Toyota Auto Body, Co., Ltd., which needed to 
increase its production of recreational vehicles (in Japan, a category of passenger-car-size 
vehicles, different from camping vehicles, aimed at consumers who like outdoor leisure 
activities), also acquired land in Inabe-cho, Inabe-gun (now Inabe City), Mie Prefecture and 
began construction. In December 1993, the company began operating its Inabe Plant with an 
annual capacity of 100,000 vehicles, expandable to 200,000 in the future.


As for the plan put on hold to build a plant in Miyagi Prefecture, Toyota Motor Tohoku (in Taiwa-
cho, Kurokawa-gun, Miyagi Prefecture) was established in July 1997 and began producing 
brake-related components in July 1998.




Item 4. Enhancing Efficiency and Organizational 
Structure of New-car Development


Introduction of the Development Center System 
TMC's sales in Japan exceeded 2 million vehicles in 1988, achieving a 10-year goal, 
and reached a whopping 2.5 million in 1990. This was partly due to the expansion of 
the domestic market attributable to the bubble economy, but primarily due to TMC's 
active launch of attractive new models throughout the 1980s. The number of new 
passenger car models (including recreational vehicles) launched in the Japanese 
market in the 10 years beginning in 1980 reached 16, including derivative models.


With the rapid increase in vehicle series, the number of redesigns for the Japanese 
market reached about 10 models a year in the late 1980s to early 1990s. As a result, 
increasing the efficiency of product development and reducing development lead times 
became important issues. In response, TMC considered organizational reforms for its 
product development and technology development divisions, and carried out 
investigations through activities known as "Future Programs 21" ("FP21") launched in 
April 1990.


In FP21, in pursuit of the idea structure, TMC identified problems by interviewing 300 
people inside and outside the groups involved. The interviews revealed that vehicle 
development, which was supposed to be carried out cross functionally, was being 
done inefficiently, due to a vehicle development structure that was strongly divided by 
design, body, powertrain, testing, and other special-technology functions. Therefore, 
TMC switched to a development center system in which the engineers in each 
functional group belonged to a product-centered development center that had a 
development structure that enabled full originality and agility.


In September 1992, TMC abolished its functionally centered development 
organizations, which had been in use for more than 30 years, and introduced the 
product-centered Development Center System. In the new organization, the product 
development and technology development groups were merged together to form the 
Engineering Group, under which three development centers were established 
according to product type: Toyota Development Center 1 for front-engine, rear-wheel 
drive passenger cars, Toyota Development Center 2 for front-engine, front-wheel drive 



passenger cars, and Toyota Development Center 3 for commercial vehicles and 
recreational vehicles. In addition, the Toyota Development Center 4 was also 
established, which was responsible for electronics and elemental powertrain 
technologies, resulting in a four-center structure. The R&D Management Division was 
also established to handle group-wide planning and coordination among the various 
centers. Note that, in September 1993, the Higashi-Fuji Technical Center, responsible 
for advance development, was integrated into the Toyota Development Center.


Around this time, TMC also began to enhance its simultaneous engineering 
development methodology, which utilizes advanced CAD and CAM systems and 
involves the Production Engineering Group, Production Group, and parts and materials 
suppliers from the development stage. These efforts, coupled with the introduction of 
the Development Center System, helped TMC achieve speedy development, maintain 
high quality, and reduce cost.


Establishing Local R&D Organizations 
TMC also began to establish local R&D organizations in response to the full-scale 
operational start of its overseas production sites, such as Toyota Motor Manufacturing, 
Kentucky, Inc. (TMMK) in the United States and Toyota Motor Manufacturing Canada 
Inc. (TMMC). In the United States, TMC established Toyota Technical Center, U.S.A. 
Inc. (TTC-USA) as an R&D center in California in 1977, where it has since conducted 
local compatibility evaluation of vehicles for North America. In 1991, TTC-USA moved 
its headquarter functions to Ann Arbor, Michigan, and built a new testing building there 
and a prototype plant in Plymouth, Michigan. In 1993, TMC opened in Arizona its 
largest test track, enhancing its development organization for producing vehicles in 
North America.


Strengthening Design Organizational Structure 
Meanwhile, to incorporate regional characteristics and world trends into the new 
models to be developed, TMC promoted measures to strengthen its design centers 
both inside and outside Japan. First, in 1989, TMC established the Toyota Europe 
Office of Creation (Toyota EPOC) in a suburb of Brussels, Belgium as the design center 
for Europe, which began collecting cutting-edge information and developing advanced 
designs. In Japan, TMC opened the Tokyo Design Center in Minato-ku, Tokyo in 1990. 
The center was equipped with a scale-model creation facility and began operating with 
a staff of some 30 people.




Toyota Europe Office of Creation (1989)

Calty Design Research, Inc.



In the United States in 1991, TMC significantly enhanced the Calty Design Research, 
Inc. (Calty) facility, its first overseas design center, established in New Port Beach, 
California in 1973. This addition enabled TMC to establish an organization that could 
proceed with development work from a global viewpoint at its four design centers-
TMC's Design Division, Tokyo Design Center, Calty, and EPOC. The results produced 
by the overseas design centers were phenomenal, with many popular models-such as 
the Vitz at EPOC-developed.


Item 5. Developing the Lexus

The 'Yet' Concept and 'Fixing Problems at the Source' 

In September 1989, TMC started operation of Lexus, a luxury car sales network in the 
United States. Development of the flagship model of this sales network, the first-
generation LS 400, had begun in 1984 under the "Circle-F" project, the "F", written 
with a circle around it indicating a completely new model, standing for flagship. There 
were two factors behind the establishment of this new channel. First, full-scale local 
production in North America of other models would leave some room in the import 
quota under the voluntary restrictions. Second, when customers of Toyota cars 
upgraded to higher-end cars, they ended up switching to Mercedes or BMWs because 
no luxury Toyota models were available.


The project members spent several months in the United States doing genchi genbutsu 
(go to the source to find the facts), investigating in detail the lifestyles of those who 
owned luxury cars, as well as their expectations and requirements of luxury cars. Their 
findings confirmed that a luxury vehicle: 1) must possess a status and prestige feel, 2) 
must be of high quality, 3) must maintain a high resale value, 4) must offer advanced 
performance, and 5) must provide a high level of safety.


With "Creation of a world-class high-performance luxury car" set as the basic goal, the 
project members worked with all related groups within TMC, including those 
responsible for technology development, production engineering, manufacturing, and 
sales, as well as group companies and suppliers to achieve it. During the development 
process, the two concepts of "Yet", in which even two conflicting elements were 
allowed to be included without compromising either one and "Fixing problems at the 
source", in which any problem that occurred had to be corrected at its very source, 



were thoroughly enforced as the project members took on the challenge of exploring 
uncharted territory.


In May 1987, following eight previous proposals, the final design of the LS 400 was 
approved and testing was commenced of a prototype equipped with a 4-liter V8 
engine. To reduce vibration and noise, a vibration-damping steel sheet was used in the 
body, and a high-precision manufacturing method was developed for the propeller 
shaft. Additionally, to achieve top-level aerodynamic performance, indicated by a low 
drag coefficient of 0.29 despite the sizable design, the window glass and door handles 
were designed to be flush with the body.


TMC's Tahara Plant, which was responsible for producing the new model, introduced a 
new assembly line control system based on distributed processing with the start of 
Lexus production. Unlike the conventional Head Office-managed control method, this 
new system used servers to separately control individual lines for bodies, assembly, 
etc. Since this system allowed detailed production instructions to be sent to the 

Lexus LS 400



individual lines on a timely basis, any problems that occurred in the lines could be 
addressed immediately.


To improve vehicle quality, the Production Engineering Group developed a method of 
laser-welding multiple body steel sheets with different thicknesses and rustproofing 
treatments and then stamping out the integrated pieces. For casting the cylinder block, 
the group also implemented a method that improved strength and shortened casting 
time by lowering the pressure inside the mold to increase the pouring and charging 
efficiency of aluminum at low temperatures. After roughly six years of development, 
involving some 50 clay models, approximately 450 vehicle prototypes, and driving tests 
covering more than 3.5 million km, the LS 400 was completed.


The Lexus Covenant 
In the United States, Toyota Motor Sales, U.S.A., Inc. (TMS) began to establish Lexus 
outlets with the goal of building the best sales network in the industry. When TMS 
began recruiting dealers with a goal of 200 stores, approximately 1,600 dealers 
applied, of which 81 were selected in the first round. In August 1987, TMS established 

Customer Satisfaction Line for LS 400 at Tahara Plant (1989)



the Lexus Covenant, which included a sincere and wholehearted commitment to 
satisfy customers, to ensure that dealers would provide an unsurpassed level of 
hospitality.


As the target customer base, TMS focused on the so-called "yuppies", or nouveau 
riche who had acquired considerable wealth within their own generation. Because 
people in this group were realistic and sensitive about value, TMS set the Lexus price 
10,000 U.S. dollars lower than the price of a Mercedes-Benz in the same performance 
class. The advertisement slogan used throughout the United States during the launch 
was "The Relentless Pursuit of Perfection". Lexus dealers in the United States began 
selling the LS 400 and ES 250 in September 1989.


The LS 400 was well received by customers, quickly establishing Lexus as a 
recognized luxury brand. In 1990, the year after the launch, the Lexus brand topped the 
J.D. Power and Associates Initial Quality Study (IQS). Then, as an industry first, Lexus 
won a J.D. Power and Associates triple crown in 1991 by finishing in the top spot in the 
IQS, as well as in the J.D. Power and Associates Customer Service Index and Sales 
Satisfaction Index. The same year, TMC launched the SC 400 ("Soarer" in Japan) as 
well as the ES 300 ("Windom" in Japan), the follow-on to the ES 250, enhancing the 
product line-up and solidly establishing Lexus as a luxury brand.


The LS 400, first introduced as the Celsior in the Japanese market in October 1989, 
was also launched in 1990 under the Lexus brand name in the European market where 
many luxury cars were jostling for position. Although the LS 400 had been well 
received in Japan and the U.S., it struggled to gain a foothold in Europe because of a 
product shortage and because it started by using a "shop-in-shop" arrangement inside 
existing dealers instead of a dedicated sales network.




Section 4. New Business 
Enterprises 

Item 1. Development of New Business Enterprises


Start and Promotion of New Projects in the 1990s 
In 1975, Toyota Motor Co., Ltd. set out to develop non-automotive businesses and 
established its new Housing Division. In 1976, the non-housing-related New Business 
Evaluation Group was established inside the Corporate Planning Department (now 
Corporate Planning Division) of Toyota Motor Co., Ltd., primarily to begin investigating 
new business opportunities.


Then, in March 1985, following the 1982 merger of Toyota Motor Co., Ltd. and Toyota 
Motor Sales Co., Ltd. and shortly before the 50th anniversary (in 1987) of the founding 
of Toyota Motor Corporation (TMC), TMC established the 90s Project Committee in 
order to seriously evaluate new business opportunities as part of a growth policy for 
the 1990s and beyond.


Rather than relying on the Corporate Planning Department as it had been, TMC set out 
to investigate, explore, and plan for new business enterprises on a company-wide 
scale for the first time. In 1986, the committee, renamed the "New Business Project 
Committee", selected the seven areas listed below as promising for TMC, and project 
teams created for each of the areas proceeded to evaluate commercialization 
possibilities.


1. Factory automation

2. Biotechnology

3. Financial services

4. Car-based telephones (communications)

5. Mobile communication devices (manufacturing and sales)

6. Value added communications network business (VAN)

7. Semiconductors


Of these, the ideas of commercializing mobile communication devices (manufacturing 
and sales) and the VAN business (to provide lines) were aborted in the end as 



premature, but TMC successfully established new companies in the remaining five 
areas. Specifically, TMC established a car telephone company (Nippon Ido Tsushin 
Corporation (IDO)) in 1987, and a financial subsidiary (Toyota Finance Corporation) in 
1989, and started in-house production of semiconductor components at Hirose Plant, 
also in 1989. Furthermore, during the process of promoting new business enterprise 
projects, TMC in 1987 decided to invest in Hamamatsu Photonics K.K., a world-
renowned company in the field of optical technologies, and Sanritz Automation Co., 
Ltd., a company possessing high-level technologies in the field of factory automation 
systems.


In February 1989, to enhance its system for promoting new business enterprises, TMC, 
repositioning functions from one Group of the Corporate Planning Department, 
established the new Business Development Department (renamed the "Business 
Development Division" in August of the same year). In April of the same year, in order 
to dig up the seeds of new business opportunities buried within the company, TMC 
formally encouraged its managers to submit ideas for new business enterprises. This 
program, targeted at section managers and above, generated as many as 730 
proposals.


Selecting and studying the most promising proposals led TMC to establish as many as 
31 new companies within a few years following 1990.1 These led to more than 10 spin-
offs and new commercializations at existing subsidiaries. For example, in 1990 
Admatechs Co., Ltd. was spun off as the first internally funded venture company 
specializing in the manufacture and sales of ceramic powder for use primarily in 
semiconductors. Table 3-1 lists the numerous other new companies that were 
established.


Table 3-1 Newly established companies

Automotive production engineering businesses

- BPA

- MTA (merged with BPA to form current Toyota Production Engineering Corporation)

- Toyota MACS, Inc. (now Toyota Technical Development Corporation)


System enterprises

- Toyota System Research

- Toyota Systems Engineering




- Toyota Systems International (merged with above two to form current Toyota 
Communication Systems Co.)


- Toyota Caelum (subsidiary of Toyota Communication Systems)

- (The above four are currently part of Toyota Communication Systems or its affiliates)

- Toyota Digital Cruise


Reorganizing and Establishing Organizational Systems 
To further expand new business enterprises, TMC also reorganized or established 
various organizational systems. For example, in July 1995, with the goal of fostering a 
venture business mindset among its employees, TMC established the Entrepreneur 
System, which would allow the 
proposer to become the 
president of a newly founded 
company. Six new companies 
were founded as a result, 
i n c l u d i n g C a r t e c F u j i 
Incorporated and Media Click 
Inc. In January 1996, to provide 
support for investigation and 
research on business potential 
as well as seed money, TMC 
established the Internal Venture 
Enterprise Fund (at 50 billion 
yen) as a special budget item. 
Then in April of the same year, 
TMC introduced the Director 
Stocks Ownership System to 
offer incentives to employees 
who go to work at new 
business enterprises and to 
foster their awareness as 
managers.


W h i l e c o n t i n u i n g t h e s e 
initiatives, TMC in 1996 began 
internal evaluation of the 
possibility of establishing a 

Internal newsletter article on entrepreneur 
recruiting (1995)



biotechnology and afforestation business. In the energy field, TMC established Toyota 
Turbine and Systems Inc. in 1998 to promote the development, manufacturing, and 
sales of cogeneration systems utilizing the compact gas turbine engine technology it 
had developed for cars.


Promoting Business Restructuring 
Although new companies were established in succession in this way, it turned out that 
many of them had no prospect of turning profitable despite their original plans. 
Therefore, the Business Development Division established management reform as one 
of its policies beginning in 2002 and, as part of this effort, promoted visualization of 
management issues and instituted fundamental management reforms.


Consequently, out of the six companies founded based on the Entrepreneur System, 
four that had no prospect of turning profitable had to be liquidated and merged into 
others. Furthermore, as a result of implementing various management reforms, such as 
switching the business structure from a consumer orientation to an enterprise 
orientation, the number of unprofitable companies under the control of Business 
Development Division went down from 10 in the fiscal year ended March 2002 to only 
one in the fiscal year ended March 2007.


Actions Taken During and After the 2008 Financial 
Crisis 
TMC proceeded with business restructuring, liquidating enterprises with little future 
potential or merging them into other companies.


At the same time, against the background of changes in social trends, such as the 
emergence of environmental problems, and the paradigm shift in the environment 
surrounding cars, TMC held a discussion in 2009 among its directors including the 
company president, related to new business enterprise strategies. As a result, the 
environment, energy and other fields were identified as those on which TMC should 
focus without creating boundaries between cars and supporting industries or new 
fields. Under the Global Corporate Policy in 2010, themes were specifically set and the 
Business Development Division began taking initiatives focused on the energy field.




Item 2. Initiatives in the Housing Business


Development of Private Homes 
Toyota Motor Co., Ltd.'s full-fledged involvement in the housing business began in 
1968. At the All-Toyota Technical Council held in December of that year, Toyota Motor 
Co., Ltd. decided to establish dedicated teams in group companies to carry out 
specific evaluation activities. In February 1969, a housing R&D group was established 
inside the Corporate Planning Department of Toyota Motor Co., Ltd. and the decision 
was made that group companies would conduct development and prototyping 
separately. Thus, Toyota Motor Co., Ltd. would build the base units, Aisin Seiki Co., 
Ltd. would make aluminum window frames and exterior components, and 
Nippondenso Co., Ltd. (now Denso Corporation) would make kitchen units and 
cooling/heating systems.


A single-story and a two-story prototype home were completed in 1975 and 1976, 
respectively. Toyota Motor Co., Ltd. established its new Housing Division in August 
1975 and began selling the Toyota Office and Shop for commercial use in December of 
the same year.


Then, Toyota Motor Co., Ltd. also completed the development of detached houses 
Model JA, a light-gauge steel frame type, and model KC, a steel-reinforced concrete 
type, and began marketing them under the Toyota Home brand in February 1977.


There had been high expectations2 that the housing business would become one of 
the major pillars of business for Toyota Motor Co., Ltd., but the prefabricated 
detached-house industry was already dominated by leading major home builders, 
making the barrier to success high.


Beginning in 1985, TMC enhanced its product line-up by improving the existing series 
of homes and adding upscale homes. Then in 1986, TMC launched steel framework 
homes on a full scale, in addition to conventional steel moment frame unit-constructed 
homes. Subsequently in 2000, TMC started marketing steel homes jointly developed 
with Nippon Steel Corporation (and constructed using TMC's proprietary method 
starting in 2005).


In response to the steady increase in the number of homes sold, Kasugai Housing 
Works, TMC's first plant specializing in housing, was completed in April 1987 in 
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Kasugai City, Aichi Prefecture and commenced operation. Then, Tochigi Housing 
Works (in Tochigi City) and Yamanashi Housing Works (in Minami-Alps City), both 
housing-specific plants, were opened in 1989 and 1991, respectively, establishing an 
annual production capacity of 6,000 homes for the three plants combined.


In 1987, as the sales network was reorganized, Toyota Home Aichi Co., Ltd. and seven 
other dedicated housing sales companies, formed by making the housing sales 
operations of vehicle dealers independent, began operation. Starting in 1988, 
additional dedicated sales companies were established and a network of 33 outlets 
was built by 1991.


Establishing Toyota Housing Corporation 
Thanks to many years of efforts to strengthen product appeal, enhance marketing 
abilities, and improve profitability, the year 2000 marked the turning point for TMC's 
Housing Group. For the fiscal year, TMC achieved profitability on an unconsolidated 
basis, and finished first among detached home providers in Aichi Prefecture for the first 
time. TMC continued to maintain this leading position in subsequent years, and in fiscal 
2007 (ended March 2008) was No. 1 in the Tokai Three-Prefecture Block, which 
comprises Aichi, Gifu and Mie prefectures.


Model KC Toyota Home



Against this background, TMC established Toyota Housing Corporation in April 2003, 
transferring its product planning, marketing planning, land lot selling, and construction 
functions from the Housing Group to the new company, with the goal of quickly and 
accurately understanding customer needs and planning and selling products on a 
timely basis. Toyota Housing commenced operation in January 2004.


In December of the same year, the Toyota Dream House PAPI, which had been jointly 
developed by Toyota Housing Corporation and 21 other affiliates, was completed in 
Nagakute-cho, Aichi-gun (now Nagakute City), Aichi Prefecture. Toyota Dream House 
PAPI was opened to the public in synch with the 2005 World Exposition, Aichi, Japan, 
which opened in March 2005.


In 2005, TMC established a capital alliance with Misawa Home Holdings (now Misawa 
Homes Co., Ltd.) by purchasing new shares issued through a third-party share 
allocation. The goal of this alliance was to achieve synergy with Misawa Homes 
through collaboration in development and marketing as well as supporting each other 
with products. Subsequently in 2010, Toyota Housing also purchased shares in Misawa 
Homes, building an even tighter working relationship.


New start by Toyota Housing Corporation reported in internal 
newsletter (2010)



After the establishment of Toyota Housing, TMC transferred its housing product 
development function to Toyota Housing in 2008, and made the decision to also 
transfer all remaining functions of business planning, technology development, and 
production in October 2009. By integrating all housing functions as of October 2010 in 
this way, Toyota Housing was given a fresh start to further increase its presence in the 
housing industry as one of the core companies of the Toyota Group.


Item 3. Entry into the Communications Field


Investment in Teleway Japan Corporation, 
International Digital Communications Planning Inc., 
and IDO Corporation 
As global liberalization of the telecommunications industry was taking place, Japan 
also reformed its telecommunications oversight in April 1985 to begin liberalizing the 
field. Since the early 1980s, TMC had been taking active steps toward entering this 
field with its Corporate Planning Department and Tokyo Branch Research Division 
jointly conducting investigations and evaluations. This policy was based not only on a 
strategy to expand business by entering a new business field, but also on an 
expectation that application of telecommunications technologies to cars and utilization 
of advanced telecommunications services within the Toyota Group would result in the 
synergistic effect of strengthening TMC's automotive business.


In the first half of the 1980s prior to liberalization, TMC had been asked by the 
Japanese government and financial circles to get involved in the telecommunications 
business. Chairman Eiji Toyoda was also serving as the chairman of the 
Telecommunications Council, which was the main advisory committee to Japan's then 
minister of posts and telecommunications, as well as chairman of various 
telecommunications organizations.


As the liberalization of the telecommunications industry began in 1985, TMC entered 
three new business areas, i.e., domestic long-distance communications, international 
communications, and mobile communications. Following its participation in a study 
evaluating commercialization of a project utilizing road infrastructure that was backed 
by the Ministry of Construction  (now Ministry of Land, Infrastructure, Transport and 
Tourism), TMC established Teleway Japan Corporation (TWJ), a domestic long-
distance carrier. jointly with three trading companies, including Mitsui & Co., Ltd., and 



the Japan Highway Service Association in November 1984. The company acquired an 
official business license in June 1985. In the domestic long-distance communications 
field, business permits were issued to the following three companies: DDI Corporation 
(DDI) backed by Kyocera Corporation, Japan Telecom, Ltd. backed by the Japan 
Railways Group, and TWJ backed by the Ministry of Construction.


In 1986, many companies began making moves to enter the international 
communications field. Invited by Itochu Corporation, TMC became one of the core 
investors in International Digital Communications Planning, Inc. (IDC).


As for mobile communications, when Nippon Telegraph and Telephone Public 
Corporation (now NTT) began car telephone service in 1979, TMC provided assistance, 
such as that concerning technologies for installing related equipment in vehicles, and it 
was a field that TMC had been most hoping to enter. Many new entities backed by 
long-distance and regional communications companies began considering to enter the 
mobile communications field. As a result, TMC-backed TWJ and Kyocera-backed DDI 
ended up covering different service areas, and regional electric utility companies 
invested in one or the other of these telecommunications companies to participate in 
commercialization. In March 1987, TWJ, as the leading shareholder, and TMC, as the 
second-largest shareholder, established Nippon Ido Tsushin Corporation (IDO), a 
mobile phone service provider which began providing service in December 1988.


As it entered the three communications fields, TMC proceeded to enhance its internal 
organizations. For example, in February 1989, TMC reorganized related departments 
such as the Tokyo Branch Research Division and Engineering Division and established 
the Telecommunications Department using the Tokyo Office of the Corporate Planning 
Department as its parent. The Telecommunication Department was renamed the 
Telecommunications Division in August of the same year. This division was put in 
charge of not only TMC's involvement in three telecommunications business 
enterprises, but also of the entire communications and IT fields, including how to link 
communications and vehicles and other research related to the automotive business.


Reorganization Into KDDI 
Of the three telecommunications enterprises in which TMC took part, IDC in the 
international communications field continued to expand its business, for example by 
increasing the number of mutually connected countries. In terms of financial results, 
IDC reported its first positive operating profit in fiscal 1992 (ended June 1993) and 



erased its cumulative loss by fiscal 1998 (ended March 1999). In contrast, TWJ in the 
domestic long-distance communications field and IDO in the mobile communications 
field continued to struggle for different reasons. Both companies kept increasing their 
capitalization in order to create operating funds, with the result that TMC's rates of 
capital contribution exceeded 50 percent and the two companies became consolidated 
TMC subsidiaries in 1998.


TWJ began its business laying private optical fiber telecommunications networks in 
Tokyo, Nagoya, and Osaka. However, because customers had to mutually connect with 
NTT, etc. except in major cities, charges increased and TWJ lost competitiveness. 
Meanwhile, IDO tripped in selecting a wireless method. Because the company initially 
assumed that mobile communications devices would be installed in cars, IDO placed 
importance on using the same handsets as NTT's and selected the same wireless 
method as NTT's. However, because of the U.S.-Japan trade friction that existed at the 
time, the two governments agreed that Japan would introduce Motorola's method, 
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forcing IDO to adopt this method, as well. As a result, IDO had to make new capital 
investments before recouping its initial investment, leaving the company perpetually 
short of funds.


By the late 1990s, the telecommunications industry in Japan carried high capital risk, 
and companies began to reorganize in order to survive. First, TWJ was merged into 
Kokusai Denshin Denwa Co., Ltd. (KDD) in the international communications field in 
December 1998, forming the new KDD. As for IDC, Cable & Wireless Worldwide plc 
(C&W), which was a shareholder along with TMC, made an exceptional move and 
announced a hostile takeover bid in 1999. IDC became a subsidiary of C&W in May of 
the same year.


Furthermore, the new KDD embarked on further business consolidation and merged 
with TMC-backed IDO and the Kyocera-backed DDI, newly establishing KDDI in 
October 2000. As a result, KDDI occupied a position of general telecommunications 
enterprise next to NTT.


Ceremony marking foundation of KDDI (2000)



During this series of reorganizations, TMC gradually reduced its involvement in the 
telecommunications infrastructure business, which required massive capital outlay, and 
at the same time began to establish a structure that could utilize its know-how in the 
telecommunications field, such as IT utilization, for evolving its cars.


Item 4. Initiatives in Marine and Aerospace 
Businesses

In the marine business field, TMC established the Marine Business Planning 
Department inside its Business Development Division in February 1990, and began 
exploring commercialization potentials while obtaining cooperation from other group 
companies such as Toyoda Automatic Loom Works, Aisin Seki, and Denso. As a result, 
in 1991 TMC commenced R&D activities focused on pleasure craft, adopting a marine 
engine based on a high-performance automotive engine. In 1992, TMC produced a 27-
foot (approximately 8.2 m) prototype featuring a recyclable aluminum hull. Around the 
same time, TMC also entered the marine resort industry by establishing Gamagori 
Marine Development Co., Ltd., based on a request from Aichi Prefecture.


In 1994, TMC began performance evaluation using two early 28-foot boats and took 
concrete steps toward commercialization by, for example, signing agreements with two 
companies in New Zealand for outsourcing manufacturing in 1996. A formal 
commercialization proposal was submitted at Top Executive Meeting that year and 
approval was given for the basic goal of making the marine business a key non-
automotive business for generating 10 percent of TMC's total sales revenue. In January 
1997, TMC established its Marine Business Division (MBD) and announced the 
"Ponam-28" at the Tokyo International Boat Show in February.


In 1998, MBD opened sales offices in Tokyo, Nagoya, and Osaka, and also established 
a sales structure by signing contracts with 16 dealers throughout Japan. MBD 
enhanced its product lineup, launching a 26-foot craft and a 37-foot craft in 1999, and 
set out to sell marine engines on a full scale around the same time.

Beginning in 2002, MBD changed its manufacturing subcontractors to two companies 
in Japan and in October 2005 announced its flagship Ponam-45, aimed to become the 
"Lexus of the seas", receiving orders far surpassing plans. MBD’s boat sales in fiscal 
2006 (ended March 2007) reached an all-time annual high of 93, achieving a cumulative 



sales volume of 700 within the fiscal year 2010.2 In September 2011, MBD launched 
the Ponam-35, positioned between the "28" and the "45" series.


In the aerospace business, as part of voluntary efforts to increase imports, TMC set out 
to sell small airplanes by investing in Japan Flying Service Co., Ltd. in 1988. In 1991, 
TMC established its Aerospace Business Planning Department, and built the Shikabe 
Airport in Shikabe-cho, Hokkaido, with the expectation that pilot training and dedicated 
airports would become necessary as the use of small airplanes became widespread in 
the future, and took ownership of the airport in September 1992. In the same year, 
TMC and Japan Airlines jointly established AirFlite Japan Corporation to operate and 
manage the airport. Then in 1997, TMC acquired the shares of Aero Asahi Corporation 
from then Seibu Department Stores, Ltd. and participated in its management. Since 
that time, TMC has been outsourcing the operation of helicopters and business jets to 
Aero Asahi.


While expanding these aero service businesses, TMC also proceeded to develop small 
airplanes, including their engines. In 1993, the Higashi-Fuji Technical Center joined with 
a corporation in the of the United States to develop the world's first electronically 

Ponam-45 (2005)



controlled aero piston engine, acquiring type certification in 1995 and manufacturing 
certification in 1996. For the airplane body, TMC established a development center 
inside TMS in 1994 and began its study. With TMS taking the lead role in the joint 
efforts to develop a four-seat aircraft, the first successful flight occurred in 2002. 
Although TMC was able to demonstrate its technical capabilities in developing the 
small airplane, the aircraft has not achieved commercialization due to marketability 
issues and others.


Item 5. Initiatives in Biotechnology & Afforestation 
Businesses

In 1996, in response to TMC President Hiroshi Okuda's directive of "Be prepared for 
the population, food, and environmental problems of the 21st century", TMC 
determined that it was important to take initiatives toward achieving a low-carbon 
society and resource recycling, and therefore set out to establish businesses in the 
agriculture and biotechnology fields.


Toyota Biotechnology and Afforestation Laboratory (c. 2008)



First, to establish a solid R&D structure, TMC actively recruited people from both inside 
and outside the company, and intent on early business startup, built a network with 
dedicated research organizations inside and outside Japan. In May 1999, TMC 
solidified its organization by constructing the Toyota Biotechnology and Afforestation 
Laboratory in Miyoshi City, Aichi Prefecture, and established the Biotechnology & 
Afforestation Business Division in January 2001.


Since then, TMC has been engaged in business activities and local and social 
contribution activities centered on R&D and verification. In January 2010, TMC 
reinforced business development around the two core areas of greenification and 
biomass utilization under the concept of the “Toyota Green Way”, which states that 
“The road that Toyota drives is a ‘Green Way’. Making ‘Green Way’ a path to the 
future.” The results of TMC's activities in afforestation and greenification are being 
widely publicized.




Chapter 3. Applying a New Corporate Philosophy 

Section 1. The Post-Bubble 
Japanese Economy and 

Domestic Market 
Item 1. The Domestic Economy After the Collapse 
of the Bubble Economy


Prolonged Slump and Progressive Appreciation of the 
Yen 
The collapse of the bubble economy began in 1991 and was followed by a prolonged 
period of stagnation in the Japanese economy. What triggered the collapse was a 
directive sent from the Ministry of Finance to financial institutions at the end of 1990 
instructing them to limit the total volume of real estate loans and an accompanying 
request to reveal the true extent of loans to nonbanks and the real estate and 
construction industries.


From around the end of 1991, the fall in land prices that had already begun especially 
in the Tokyo area spread nationwide. The Nikkei stock average, which had reached an 
all-time high of 38,915 yen at the end of 1989, fell below 20,000 for a time in October 
1990 and in August 1992 crashed below the 15,000-yen level. Moreover, as the 
minimum bank capital adequacy ratio of 8 percent stipulated by the Bank for 
International Settlements was applied to Japan's major banks from the end of fiscal 
1992 (ended June 1993), financial institutions hit by the lowering of the capital 
adequacy ratio switched to a policy of refusing or withdrawing loans. Business failures 
reached the highest level ever, inflating the bad loans of financial institutions and 
creating a vicious circle.


Poor corporate performance became a prominent issue and excess in three areas-
debt, facilities, and employment-emerged as factors that were stifling business. Layoffs 
of surplus personnel taken on during the bubble period became common and the term 
"restructuring", originally referring to the rebuilding of a business, became a regular 



term for staff redundancy. The automotive industry also found itself in a serious 
situation, with a number of enterprises making the decision to implement layoffs in the 
autumn of 1993 after receiving a so-called "employment adjustment subsidy". In the 
same year, Nissan Motor Co., Ltd. decided to discontinue vehicle assembly at the 
Zama Plant in Kanagawa Prefecture from 1995. This was part of an emerging move to 
cut back on excess capital facilities.


Even as domestic demand went into a marked slump due to deteriorating corporate 
performance and the worsening employment situation, there was an inexorable 
appreciation of the yen from 1993, which impacted the exports that were the lifeblood 
of the Japanese economy. This was because, even after the collapse of the bubble 
economy, Japan continued to run a positive trade and current account balance, which 
caused a burgeoning demand for purchase of the yen, including from speculators. The 
dollar exchange rate fell below 100 yen for the first time in June 1994, sank into the 
80-90 yen range in March 1995, and on April 19 plunged to an all-time low of 79.75 yen 
on the Tokyo foreign exchange market. Considering the situation to be serious, the 
Japanese government intervened in the market having secured the cooperation of the 
U.S. government, and from October 1995 the dollar returned to the 100-110 yen range.


1st and 2nd Medium to Long-Term Profit Strategies 
Having posted record ordinary income of 838.5 billion yen in fiscal 1990 (ended June 
1991; non-consolidated; hereinafter likewise), Toyota Motor Corporation (TMC) suffered 
a major fall in revenues from the following fiscal year, and ordinary income sank to 244 
billion yen in fiscal 1994 (ended June 1995). From the peak period of the bubble 
economy, a cost structure had developed in which the rate of increase of fixed costs, 
direct material costs, and labor costs had far outstripped the growth in net revenues, a 
result of the direct impact on business performance of the stagnant domestic demand 
following the collapse of the bubble.


All corporate divisions implemented reductions in facilities investment and trimmed 
research and development budgets, but a further lowering of the breakeven point was 
required. In May 1992, under the direct supervision of the Senior Managing Directors 
Committee, the first company-wide Medium to Long-term Profit Strategy Project was 
initiated to promote more efficient operations. This project aimed to create a corporate 
resilience such that break-even would still be achieved even if market trends or other 
factors were to cause sales to fall to the lower end of the range foreseen in world sales 
projections for the mid-1990s. With Executive Vice President Masami Iwasaki as 



project leader, the team consisted of the senior managing directors responsible for 
each of the relevant divisions and one full-time representative from each of eight 
corporate divisions, including the Product Management Division, Accounting Division, 
Purchasing Planning Division, and R & D Management Division, with the Corporate 
Planning Division providing office functions.


At the September meeting of the Senior Managing Directors Committee, following 
three months of activities begun in June 1992, the project team presented three key 
tasks: 1) rebuild product lineup 2) reduce direct material costs and 3) adjust facilities 
investment to an appropriate level and establish an efficient production system 
adapted to fluctuations in demand. Relevant action began immediately. However, with 
the subsequent continuing rise of the yen and other ongoing changes in the business 
environment, it was decided to roll out a second Medium to Long-term Profit Strategy 
Project from June to October 1993 with the aim of building a resilient corporate 
structure resistant to fluctuations in the exchange rate.


This second project focused on the securing of profit based on a 1996 worldwide sales 
projection in the range of 4.6 to 5.2 million units. It also sought to set out strategies for 
the future based on long-term goals up to fiscal 1998 (ended March 1999). At the same 
time, it identified six key tasks to be tackled under the leadership of the executive vice 
presidents responsible for each of the relevant divisions; these tasks included 
stimulating a recovery in domestic profit, achieving self-supporting operation for 
overseas businesses, and halting the rapid hollowing out of domestic industry. Fiscal 
1995 (ended March 1996) was an irregular period of nine months due to the switch 
from a July-to-June fiscal year to an April-to-March fiscal year; despite this, ordinary 
income returned to growth for the first time in five years, rising to 236.2 billion yen. This 
signified at last that Toyota had emerged from the long tunnel that followed the 
collapse of the bubble economy.


Item 2. Recreational Vehicles and Compact Cars 
Take the Lead


Changing Customer Preferences 
The Japanese new vehicle market (excluding minivehicles) which had grown to 5.98 
million units in 1990 (7.77 million units including minivehicles), lost its momentum with 
the collapse of the bubble economy and shrank in size to 5.75 million units in 1991 and 



to 4.89 million units in 1993. The economic recession thus led to a marked slump in 
corporate demand, which impacted the automotive industry.


Hard Times for Toyota Vehicles 
At the time of the bubble collapse, vans such as the Hiace Wagon and the Estima were 
the mainstay of Toyota's recreational vehicle lineup, which lacked variety. To catch up 
in the recreational vehicle market, Toyota released a series of vans, sport utility 
vehicles, and similar vehicles in a range of sizes including minivans and compact 
vehicles. For example, 1994 saw the launch of the first generation of the RAV4 sport 
utility vehicle, creating a new vehicle genre that was not only suited to off-road driving 
but also to stylish cruising in town. The RAV4, together with the Ipsum minivan 
launched in 1996, won popularity among a wide range of consumers from its inception.


In 1994, in response to the increasing demand for compact cars and to coincide with 
the redesign of the Corolla II, Tercel, and Corsa, an advertising campaign was rolled out 
that gave prominence to the vehicle's low price of under 900,000 yen. The 8th-
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generation Corolla, which came out in 1995 similarly emphasized outstanding economy 
with a price set at below 1 million yen.


Meanwhile, Toyota also worked to reestablish the sedan, which for many years had 
been its mainstay. To coincide with the redesign in 1996 of the Mark II, Chaser, Cresta 
and Windom, and Carina, a campaign entitled "Sedan Innovation" was launched. 
However, the move away from the sedan continued unabated, and although Toyota 
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managed with much effort to retain a greater-than 40 percent share of the overall 
domestic market in 1995, subsequent challenging conditions saw its share fall below 
40 percent from 1996 (39.7 percent) to 1998 (39.4 percent).


The Japanese non-minivehicle market returned to growth in 1995-96, but the 
consumption tax rise of April 1997 triggered another setback, and sales fell to just over 
3.99 million units in 1999. Although Toyota's market share of 41.7 percent for that year 
represented a return to the 40 percent-plus range for the first time in four years, the 
sales figure of 1.66 million units was below target. It was clear that market shrinkage 
was no longer a temporary blip; in a market in which vehicles went through several 
owners, Toyota recognized the need to begin serious efforts to reinforce profitability 
and develop new sales methods.


After the collapse of the bubble, individual customers' vehicle preferences also began 
to show a major change. In the bubble period, luxury vehicles and large vehicles 
enjoyed a peak of popularity. By vehicle type, sedans dominated the passenger car 
market with around 70 percent of the total. From around 1991, however, recreational 
vehicles (in Japan, a category of passenger-car-size vehicles, different from large 
camping vehicles, aimed at consumers who like outdoor leisure activities), led by the 
Mitsubishi Motors Pajero, enjoyed a boom especially among younger age groups, 
while non-sedan models such as the Legacy station wagon of Fuji Heavy Industries 
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Ltd. also began to show a rapid expansion of sales. Behind this lay a change in 
consumer demand brought about by the collapse of the bubble, which meant that 
individuality and function were now valued more than luxury status. The Odyssey, 
released in 1994 by Honda Motor Co., Ltd., enjoyed massive popularity and led the 
subsequent minivan boom.


In parallel with the recreational vehicle boom, there were also increased levels of 
demand for compact cars and minivehicles, which offered a low-priced and highly 
practical non-minivehicle option. In January 1990, a regulatory amendment increased 
the maximum length for the minivehicle category by 10 cm to 3.3 m and the maximum 
engine displacement from 550 cc to 660 cc, attracting interest especially among 
female drivers. In 1990, minivehicle sales reached a record level of 1.8 million units, 
and although there was a decreasing tendency from then until 1993, growth returned in 
1994 and sales recovered to 1.72 million units in 1995.


Item 3. Taking a Leadership Role in the Economic 
Field

As Japan's economic woes deepened with a steep rise in the yen following on from the 
collapse of the bubble economy, the nation looked increasingly to the automotive 
industry and to Toyota to take on a leadership role in the economic field.


In postwar Japan, coal in the energy sector, textiles in the light industry sector, and the 
core raw material sector of iron and steel had at various times been the mainstay 
industries driving economic recovery. Textiles and iron and steel had been among the 
first to extend competitiveness to overseas markets, causing increasing trade friction 
with the United States from the 1960s into the first half of the 1970s. As a result, 
voluntary restrictions on exports to the United States had to be accepted by the iron 
and steel industry from 1966 and the textile industry from 1971.


In the latter half of the 1970s, these industries were replaced by the automotive 
industry as the greatest source of trade problems between Japan and the United 
States. Accordingly, following in the footsteps of iron and steel and textiles, passenger 
car exports became subject to voluntary restrictions from fiscal 1981 (ended June 
1982). This development also indicated that the automotive industry, with its high levels 



of processing, had developed into a key industry underpinning the Japanese economy 
as a source of employment and foreign currency.


During the process of reconstruction following the economic crisis of 1950, in which 
Toyota Motor Co., Ltd. and Toyota Motor Sales Co., Ltd. were separated, Toyota had 
tended to remain aloof from the world of business and finance. However, as the 
significance of the automotive industry within the Japanese economy grew, TMC's top 
management came to see it as a necessary duty to take part in the activities of the 
business community. In May 1984, TMC Chairman Eiji Toyoda was appointed vice 
chairman of the Japan Federation of Employers’ Associations (Then, Nikkeiren, now 
amalgamated into Keidanren {Japan Business Federation}), and Senior Advisor to the 
Board Masaya Hanai was appointed vice chairman of the Japan Federation of 
Employers' Associations (Nikkeiren, now amalgamated into Keidanren), marking the 
start of full-scale participation at the center of the business world. In April 1992, TMC 
Executive Vice President Tatsuro Toyoda became vice chairman of the Japan 
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Association of Corporate Executives, expanding the range of bodies in which Toyota 
officers were active.


Then, in May 1994, TMC Chairman Shoichiro Toyoda was nominated and appointed as 
the eighth chairman of Keidanren and the first to come from the automotive industry. At 
a press conference held on his appointment, Chairman Toyoda expressed his 
commitment to a basic approach of "having bold ideas and implementing them 
steadily" and to making innovation, creativity, and trust his constant watchwords in the 
execution of his duties. During his four-year term of office up to May 1998, which was 
heavily overshadowed by the aftermath of the collapse of the bubble economy, 
Chairman Toyoda tackled various issues for economic revitalization, with special focus 
on tax reform and regulatory reform, the concrete benefits of which were greeted with 
wide acclaim.


President Hiroshi Okuda appointed chairman of Nippon Keidanren, 
the Japan Business Federation (2002)



In May 1999, TMC President Hiroshi Okuda was appointed chairman of Nikkeiren. 
Amid the worsening employment situation of the time, he identified as the guiding 
principles of his activity the development of "a market economy with a human face" 
and "an economy and society that offer many options", and warned enterprises against 
restructuring as an easy option. From 2000, he engaged in discussions with Keidanren 
Chairman Takashi Imai and at the end of 2001 an agreement was reached on the 
integration of Keidanren and Nikkeiren.


In May 2002, the Japan Business Federation (Keidanren) was established with TMC 
Chairman Okuda as its first chairman. At the press conference following his 
appointment, he expressed the opinion that we should aim for a society where people 
who have failed are given a second chance. Adopting as the guiding principles of his 
activity "dynamism from diversity" and "sympathy and trust", in January 2003 he 
formulated the so-called "Okuda Vision" as a concrete guideline. In his term of office 
up to May 2006, he pushed for action to restore sound fiscal conditions through 
measures such as an initiative to eliminate the deficit in Japan's primary balance as 
part of a reform of public finances.




 Section 2. Response to 
Environmental and Safety Issues 
Item 1. Company-wide Action on Environmental 
Problems


Introduction of the Guiding Principles at Toyota and 
the Toyota Earth Charter 
With the adoption in 1987 of the Montreal Protocol on Substances that Deplete the 
Ozone Layer, a major focus on environmental problems at a global level began from the 
end of the 1980s. In April 1991, under a basic philosophy of working for a society 
where sustained development is possible worldwide, Japan Federation of Economic 
Organizations (now Japan Business Federation, or Keidanren) formulated the 
Keidanren Global Environment Charter, which marked the start in earnest of a wide 
range of initiatives by Japanese industry.


At TMC, January 1992 saw the formulation of the Guiding Principles at Toyota, which 
made a statement of the kind of company TMC wanted to be, and the Toyota Earth 
Charter. In the second of the Guiding Principles, TMC undertakes to "dedicate our 
business to providing clean and safe products and to enhancing the quality of life 
everywhere through all of our activities". The Toyota Earth Charter was drawn up to 
give concrete shape to this commitment. The charter consisted of three frameworks: 
basic policy, action guidelines, and organization in charge. It established guidelines for 
corporate action that included development of vehicles with minimum emission and 
production activity with minimum waste and cooperative efforts as a member of 
society.


As a framework for action, the Toyota Environment Committee was established 
consisting of senior executives and chaired by President Shoichiro Toyoda, and a 
policy of promoting the environment as one of the most important management issues 
was announced internally and externally. It was also decided to reinforce still further 
cooperation with suppliers, dealers, and other partner companies. Additionally, in 
February 1993, in order to reflect the Toyota Earth Charter in a concrete form in 
corporate activity, the Toyota Environmental Action Plan was formulated and TMC set 



Toyota Earth Charter and Toyota Environmental Action Plan



about putting into practice its first phase covering fiscal 1993 to 1995 (ending June 
1994, June 1995 and March 1996).


In this first phase, actions were taken in 22 areas. In the development field they 
included reduction of exhaust emissions and achievement of leading levels of fuel 
efficiency; in the production field, they included energy conservation, energy 
conversion, and complete elimination of CFC12. From the second phase of the Toyota 
Environmental Action Plan (fiscal 1996-2000, ended March 1997-2001), a policy was 
adopted of expanding and developing the plan every five years. In the second phase, 
initiatives included adaptation to the ISO14000 series of international standards for 
environmental management systems, while the third phase (fiscal 2001-2005, ended 
March 2002-2006) placed emphasis on promoting environmental measures on a 
consolidated basis and included the additional aim of achieving zero waste in 
production activity.


In April 2000, ahead of the formulation of the third phase of the Toyota Environmental 
Action Plan and eight years after it was first introduced, the Toyota Earth Charter was 
amended to include perspectives that reflected the needs of the times, such as 
working to achieve zero emissions and contributing to the creation of a recycling-
oriented society. The subsequent fourth phase, implemented in fiscal 2006-2010 
(ended March 2007-2011), carried on the initiatives from the third phase that sought to 
shift emphasis from the parent company to the Toyota Group and from the domestic to 
the global sphere, but simultaneously focused around four major themes: energy and 
global warming, resource recycling, substances of concern, and the atmospheric 
environment.


Establishment of Environmental Affairs Division 
These moves by TMC to take the lead in action on global environmental problems 
gradually strengthened its image as an environment-friendly enterprise. The 
development of corporate advertisements with striking designs also contributed to 
Toyota's image. Among its environment-related advertising, particular attention was 
attracted by the 1990-91 series in which Dr. Dolittle, who can talk freely to animals, 
discusses issues concerning automobiles and the planet. At the end of 1997, with the 
sales launch of the Prius hybrid vehicle imminent, initiatives were concentrated on 
communicating information on the environment.




One of these initiatives was a year-round corporate advertising campaign entitled the 
Toyota Eco Project. More than 20 newspaper advertisements throughout the year were 
among the methods used to raise awareness of the issue of global warming and to 
present TMC's concrete approach to action. The campaign slogan-"ECO: Act today for 
a better tomorrow"-had the benefit not only of improving TMC's corporate image but 
also of promoting a change of attitude throughout Toyota.


Another initiative was the Toyota Environmental Forum held for the first time in July 
1997, at which President Hiroshi Okuda stated that the concept of sustainable growth 
represented the direction TMC should follow going forward. Taking the same 
perspective, he also emphasized TMC's commitment to establishing global 
environment preservation as one of TMC's most important tasks and pursuing it with 
increased vigor. The Toyota Environmental Forum also attracted attention from the 
media as a forum where senior executives actively discussed environmental policy and 
has continued to be held since.


With environmental action being implemented horizontally across the whole Toyota 
organization and also showing a global spread, the Environmental Affairs Division was 
established in January 1998 as a dedicated unit under the direct control of the 
company president with the task of planning and coordinating relevant action. At the 
same time as coordinating environmental activities-from policy formulation in response 
to various issues to public relations activities and dissemination of information-it is also 
responsible for setting the direction of Toyota-wide environmental action.


Item 2. Greenhouse Gas Reduction and Measures 
on Substances of Concern


Elimination of CFC12 
By the end of the 1980s, response to global environmental problems had become an 
international issue. The Montreal Protocol on Substances that Deplete the Ozone 
Layer, which came into force in 1989, was adopted and it was agreed to eliminate the 
causative substance CFC12 by the end of the 20th century. Toyota responded 
promptly with a program of measures to tackle the elimination of CFC12, including the 
establishment of a Recycling Committee in 1990.




First, measures to deal with the CFC12 used in vehicle air conditioners were 
implemented by domestic service divisions in partnership with dealers. As part of such 
actions, dealers in Japan were provided free of charge with CFC12 recovery and 
recycling equipment in 1990. In 1993, Toyota developed a retrofit kit that allowed 
switching from CFC12 to an alternative CFC, and sold it through dealers. Later, as the 
use of alternative CFCs was also regulated, recovery and recycling equipment for 
alternative CFCs were also fully deployed in 1997.


Improving Fuel Efficiency Performance 
To reduce CO2 emissions volume, efforts were not restricted to fuel efficiency 
improvement through initiatives in automobile product development, but extended also 
to measures against global warming through energy conservation in areas from the 
Production & Logistics Group to the sales sector. This series of initiatives was based on 
the 1992 Toyota Earth Charter and was promoted alongside the setting of goals and 
repeated evaluation and testing under the Toyota Environmental Action Plan introduced 
in fiscal 1993 (ended June 1994) as a formula to be expanded and developed in the 
medium term.


Regarding fuel efficiency improvement, the first phase of the Toyota Environmental 
Action Plan covering fiscal 1993-95 (ended June 1994, June 1995 and March 1996) 
and the second phase covering fiscal 1996-2000 (ended March 1997-2001) set the 
target of achieving world-leading levels of fuel efficiency. At the time, Japan had set 
fuel efficiency standards that required an improvement averaged across all 
manufacturers of 8.5 percent compared to fiscal 1990 (ended June 1991) by the target 
year of 2000. Toyota put in place a system to carry out tasks such as proposing fuel 
efficiency target values and devising strategies to apply them to technology 
development and products. This system, involving the participation of various R&D 
centers, various technology divisions engaged in developing component technology, 
and divisions responsible for domestic sales, among others, allowed Toyota to meet 
the fiscal 2000 (ended March 2001) fuel efficiency standards in good time.


In the third phase of the Toyota Environmental Action Plan covering fiscal 2001-2005 
(ended March 2002-2006) and the fourth phase covering fiscal 2006-2010 (ended 
March 2007-2011), achieving the best fuel efficiency performance in each country and 
region was declared the goal. In Japan, 1999 saw the setting of a new goal in the form 
of the 2010 fuel efficiency standards, but TMC fulfilled the goals in all seven weight 
categories ahead of time in 2005 during the third phase. Accordingly, initiatives in the 



fourth phase focused on the goal of exceeding the 2010 standards and realizing further 
fuel efficiency improvements. In the fifth phase covering fiscal 2011-2015 (ended 
March 2012-2016), a goal has been set to increase 2015 global average fuel efficiency 
by 25 percent compared to 2005.


CO2 Reduction in Production Group 
To reduce CO2 reduction in production activity, the second phase of the Toyota 
Environmental Action Plan from fiscal 1996 (ended March 1997) adopted a goal of 
stabilizing total emissions volume and emissions volume per unit of net revenue at 
fiscal 1990 (ended June 1991) levels by the end of fiscal 2000 (ended March 2001). In 
the following third phase from fiscal 2001 (ended March 2002), the goal was to achieve 
by fiscal 2005 (ended March 2006) a five percent reduction in total emissions volume 
compared to fiscal 1990 (ended June 1991).


To adapt to these goals, the Production Engineering Group engaged in activities such 
as promoting the introduction of cogeneration systems using gas turbines, which have 
high energy conservation performance, and switching fuel to natural gas, which has a 
relatively low environmental impact. As a result, the goal for fiscal 2005 (ended March 
2006) was exceeded by a large margin with a 19 percent CO2 emissions reduction 
compared to fiscal 1990 (ended June 1991).


In the fourth phase from fiscal 2006 (ended March 2007), in addition to Toyota's 
unconsolidated goals for fiscal 2010 (ended March 2011), a new global target was 
formulated of achieving a 20 percent reduction in emissions volume per unit of net 
revenue compared to fiscal 2001 (ended March 2002). Here also, a reduction that 
exceeded the targeted level was achieved. In the fifth phase from fiscal 2011 (ended 
March 2012), emissions volume per vehicle unit produced was established as the new 
metric and targets were set for fiscal 2012 (ended March 2013): a global 29 percent 
reduction, and an unconsolidated Toyota reduction of 37 percent compared to fiscal 
2001 (ended March 2002). 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Reducing Substances of Concern 
Regarding volatile organic compounds (VOC) and other atmospheric pollutants, the 
Pollutant Release and Transfer Register (PRTR) system was introduced in countries 
around the world in the latter half of the 1990s and relevant legislation was also 
enacted in Japan in 1999. From the second phase of the Toyota Environmental Action 
Plan, at the same time as promoting further reduction of the emissions volume of 
painting solvents, which are VOCs, TMC also undertook information disclosure ahead 
of the enactment of the relevant legislation. From the third phase on, initiatives were 
aimed at targets for reduction of the total volume of PRTR substances and of VOC 
emissions volume per unit of vehicle body surface painted, with target values set for 
TMC and for its domestic and overseas consolidated affiliates.


To reduce VOC emissions in the painting process, a switch to water-borne paints and 
improvements in facilities were among the various measures necessary. In the latter 
half of the 1980s, the Production Engineering Group, in a joint project with Toyota 
Central Research & Development Laboratories, Inc., developed a bell painting machine 
for metallic paints, which boosts painting efficiency and reduces the volume of paint 
used, and phased it in on painting lines. In 1992, Toyota Motor Manufacturing (UK) Ltd. 
introduced a water-borne paint for use in the topcoat base, and in 2001 Toyota Motor 
Manufacturing France S.A.S. succeeded in practical application of a cartridge painting 
technique that achieved a level of painting efficiency using water-borne paint 
equivalent to that of solvent-based paint and that reduces paint wastage during color 
change. These technologies started off the process of conversion to water-borne paint 
for the topcoat basecoat. In 2002, to coincide with an update of the No. 1 painting line 
at the Tahara Plant, the topcoat basecoat and surfacer coat were both converted to 
water-borne materials, after which similar facilities were introduced successively to 
coincide with the establishment of new lines or upgrade of existing lines.


In the area of substances of concern contained in products, the European Union's end-
of-life vehicle directive of 2000 required automakers to collect end-of-life vehicles free 
of charge from 2007 and to achieve a certain recycling rate. To coincide with its 
adaptation to the directive, Toyota worked from a global perspective in Europe to 
reduce four substances of concern: lead, cadmium, mercury and hexavalent 
chromium. In 2006, all Japanese production affiliates eliminated the four substances 
and, by the end of 2007, the main overseas plants had achieved near-complete 
elimination. Later, it became increasingly important to monitor the use not only of these 



four specified substances but of all chemical substances, and relevant initiatives were 
introduced accordingly.


Item 3. Making Efficient Use of Limited Resources


Introduction of Action on Recycling 
In the 1990s, the collapse of the bubble economy saw the end of the throwaway 
culture, and society entered a new era that called for the creation of a recycling-
oriented society. In Japan, the Basic Environment Law was enacted in 1993, and the 
The basic law for establishing the recycling-based was enacted in 2000. Recycling 
laws applying to individual products, including containers and packaging, household 
electrical appliances, and automobiles, were later introduced that stipulated recycling 
rates and other matters.


Toyota had for many years been engaged in 
action to minimize the amount of waste generated 
in the automobile lifecycle from development 
through production and logistics to disposal and 
to re-use and recycle whenever possible. 
Specifically, as motorization advanced rapidly in 
the 1970s, Toyota gave thought to the need for 
appropriate treatment and recycling of the large 
numbers of end-of-life vehicles expected to appear in the future. Accordingly, Toyota 
led the industry in the introduction of large shredder machines and established Toyota 
Metal Scrap Co., Ltd. (now Toyota Metal Co., Ltd.) in a venture financed jointly with 
Toyota Tsusho Corporation and Aichi Steel Corporation. The joint venture is now a 
major automobile recycling base taking on the responsibility of enhancing resource 
recycling.


Regarding internal systems, the TMC's Recycling Committee, established in 1990, has 
since worked to discuss and implement projects that anticipate the needs of the times. 
From 1991, Toyota began collection of end-of-life bumpers from Toyota dealers, 
specialist repair shops, and other sources for recycling into plastic parts. Since 
collecting more than 800,000 bumpers in fiscal 2004 (ended March 2005), a high level 
of collection and recycling continues to be maintained.


The easy-to-dismantle mark



In the development of recycling and recovery technology, 1998 saw the construction at 
Toyota Metal of the world's first plant-with a capacity to process 15,000 vehicles a 
month-for recycling automobile shredder residue (ASR) from end-of-life vehicles. 
Recyclable materials are sorted from ASR and processed into soundproofing materials 
used in various vehicle parts or for other purposes. By fiscal 2010 (ended March 2011), 
these had been used in a cumulative total of 20 million vehicles.


In the development of dismantling technologies, meanwhile, the Automobile Recycle 
Technical Center was established at Toyota Metal in 2001. In collaboration with TMC 
development and design divisions, the center worked on projects such as the 
development of easy-to-dismantle vehicle structures, development of appropriate and 
effective dismantling technologies, and development of equipment that facilitates 

Spare tire covers made from Toyota Eco-Plastic



dismantling. The results were sent as feedback to the Engineering Group and shared 
as appropriate with dismantling businesses.


From 2000, Toyota also worked on exploitation of recyclable resources, for instance by 
using bio-plastics in automobiles. In the Lexus CT 200h released in January 2011, a 
new type of bio-plastic made with bio-PET1 was used for the first time ever, serving as 
vehicle interior lining material.


Also, in connection with the Automobile Recycling Law established in July 2002, TMC, 
as the company then chairing the environmental committee of the Japan Automobile 
Manufacturers Association, Inc. (JAMA), drew on the combined strength of Toyota 
Group companies to design and build appropriate systems. The automotive industry 
set up the Japan Automobile Recycling Promotion Center (established in 2000) and the 
Japan Auto Recycling Partnership (established in 2004) as the operating organizations 
to ensure highly accurate and highly efficient operation of those systems.


As for industrial waste generated from plants and other sources, thanks to the efforts 
of TMC's Production Engineering Group, such had been reduced to less than one 
quarter of the level in fiscal 1990 (ended June 1991) by the time of the second phase of 
the Toyota Environmental Action Plan. In the following third phase, all plants had 
achieved zero landfill waste by the end of December 2000. Also, as for incinerated 
waste, the aim had been to reduce the amount to less than one-third of 1990 levels by 
the end of fiscal 2005 (ended March 2006), a goal that was exceeded with a reduction 
of 87 percent. In the fourth phase, taking as the metric the total volume of substances 
released to the exterior including recycled goods sold, a target was set of reducing 
fiscal 2010 (ended March 2011) emissions per unit of net revenues by 20 percent 
compared to fiscal 2000 (ended March 2001).


Formulation of Toyota Recycling Vision 
In June 2003, ahead of full enforcement of the Automobile Recycling Law in 2005, TMC 
formulated and published the Toyota Recycling Vision, which set key targets such as 
the development of dismantling technology and recycling and recovery technology, 
utilization of recyclable resources such as plant raw materials, and achievement at an 
early stage of a vehicle recovery rate of 95 percent. In Japan, a vehicle recovery rate of 
97 percent had been achieved as of fiscal 2010 (ended March 2011).




In 2008, internal systems were reorganized to create the Resource Recycling 
Committee, which reinforced activities by establishing recovery/logistics and 
technology development as the two pillars of recycling, concentrating mainly on rare 
metals contained in component parts.


In particular, so as to be able to meet the increased requests for collection of nickel-
metal hydride batteries from dealers and dismantling businesses that accompanied the 
increasing spread of hybrid vehicles, a safe and effective logistics network was built. In 
October 2009 the Toyota HV Call Center was established as part of the Environmental 
Affairs Division, placing the collection and recycling of these batteries on a business 
footing.


In October of 2010, in a joint project with Toyota Chemical Engineering Co., Ltd., 
Sumitomo Metal Mining Co., Ltd., and Primearth EV Energy Co., Ltd., TMC began a 
business for recycling nickel from used hybrid-vehicle nickel-metal hydride batteries 
into raw material for new batteries.


Taking advantage of the collection and logistics network it had previously built, Toyota 
additionally built a collection network for the lithium-ion batteries fitted in the version of 
the Prius α (Prius Alpha) that has three rows of seats and that was launched in May 
2011. Under this initiative, which shares resources with a nickel-metal hydride battery 
collection system that makes use of the return journeys of spare parts logistics vehicles 
and the catalyst collection network of Toyota Tsusho, Toyota is working for a more 
efficient collection system with lower carbon emissions. As an additional effort to 
create a sustainable recycling-oriented society, Toyota is promoting the development of 
recycling technology for magnets and copper and the rare earth metals neodymium 
and dysprosium used in nickel-metal hydride battery units.


Item 4. Approach to Vehicle Safety

ABS and Airbags as Standard Equipment 
Partly due to the expansion of the new vehicle market in the latter half of the 1980s, the 
number of road accident deaths in Japan in 1988 passed the 10,000 mark for the first 
time in 13 years, and the Japanese government declared a state of emergency in the 
following year, 1989. This made taking action on safety an urgent task for the 
automotive industry, and in the same year JAMA established its Special Committee on 
Traffic Safety.




At the time, the evolution of electronics meant that automotive safety technology was 
approaching a turning point exemplified in active safety technology by the appearance 
of four-wheel anti-lock brake systems (ABS) and in passive safety technology by the 
introduction of airbag-based supplemental restraint systems.


ABS is a technology that guarantees vehicle stability during braking on slippery road 
surfaces. On Toyota vehicles, it was first used in 1971 on the Crown as a two-wheel 
system called Electronic Skid Control (ESC), for control of rear braking, and was 
successively rolled out to luxury vehicle series. Four-wheel ABS was first fitted in 1983 
on the Crown and progressively extended to other models, so that by the end of 1990 
it had been adopted in all passenger vehicle series.


An even more-sophisticated vehicle control system developed on the basis of this ABS 
was Vehicle Stability Control1, the development of which was inspired by watching the 
movement of tanks on a Japanese Self-Defense Force training ground near the Toyota 
Higashi-Fuji Technical Center. It was first fitted by Toyota in 1995 on the Majesta i-Four, 
and then rolled out successively to other vehicle series.


Meanwhile, as a restraint system to supplement seatbelts, airbags were first offered as 
an option in August 1989 on the Crown (driver's side only), and became standard 
equipment on the first-generation Celsior released in October of the same year (also 
driver's side only). Airbags were thereafter applied to an expanding range of vehicles, 
including the Celica and Carina ED, and within two years rollout to all vehicle series 
was complete.


From exclusive use in the driver's seat, the use of airbags was extended to the front 
passenger seat. After making them standard equipment on the Celsior in 1992, Toyota 
successively extended the range of vehicle series on which they were installed. In 
1998, when driver's side and front passenger side installation was fully rolled out, the 
first-generation Progres adopted the world's first curtain shield airbags, which lessen 
impact on occupants' heads in the event of a lateral collision. Then, from 2002, 
installation of knee airbags, which restrain and protect the knees, began with the 
Caldina.




Adoption of Passive Safety Vehicle Body 
The review of vehicle body design was also explored as an approach to passive safety 
technology. The technology developed as a result was called Global Outstanding 
Assessment (GOA), and was adopted, to start with, in the Starlet released in December 
1995. The name GOA was intended to signify performance in line with the corporate 
goal of achieving a world-leading level of safety performance. The underbody and 
sturdy cabin effectively dissipated collision energy to minimize deformation of the cabin 
and boost occupant protection performance.


The development of GOA included experiments, unusual at the time, simulating offset 
collisions, or frontal collisions between two vehicles not head-on but with a slightly 
staggered contact. Such collision tests were used to study accidents as they were 
actually likely to happen, or, in other words, in pursuit of "absolute safety". This 
concept forms the basis of Toyota safety technologies.


Starlet Lufre X (1995)



To coincide with the sales launch of vehicle series fitted with GOA, a safety promotion 
campaign was rolled out featuring "Give me GOA" television commercials and other 
advertisements. This strategy was successful in providing something to which 
consumers could relate, which was reflected in sales performance. Following the 
example of GOA, there was a collective move among companies within the automotive 
industry to give nicknames to their safety vehicle body designs. Subsequently, a range 
of additional assessment methods have been added to GOA and evolution has been 
achieved on several fronts, for instance in pedestrian protection performance and in 
compatibility performance, which minimizes damage to both vehicles in a collision 
between a heavy and a light vehicle.




Section 3. Promotion of 
Internal Reforms 

Item 1. Establishment of the Guiding Principles at 
Toyota

Toyota began formulating management policies and business plans, and carried out 
business based upon those policies and plans starting in 1963. Such basic policies, 
long-term goals, and long-term guidelines were developed in step with the times and 
based on the Toyoda Precepts, which had been established in 1935. These long-term 
policies could be broken down into yearly goals, yearly policies, company-wide priority 
measures, and yearly slogans, and were duly scrutinized by top management.


However, the 1990s brought an age of new issues, including a constantly high yen, 
frequent outbursts of trade friction, a borderless world economy after the end of the 
Cold War, and environmental problems-companies found themselves in a rapidly 
changing world. Moreover, Japan had its own set of additional issues: the bubble 
economy burst and the country found itself heading toward an aging society and 
shrinking population, leading to a sense of stagnation and uncertainty regarding both 
the economy and society.


In 1991, Toyota was selling its vehicles in approximately 160 countries and regions 
around the world, and had production bases in 22 of those. The pace of globalization 
was picking up, and Toyota's interaction with the international community was 
becoming ever greater. A major issue at the time was how to work together with people 
from different cultural backgrounds and with different value systems, and effectively 
promote the company's business.


Under these circumstances, at Senior Managing Directors Committee in March 1991, 
Toyota Motor Corporation (TMC) Chairman Eiji Toyoda commented, "In order to move 
forward as a global corporation, we must clearly express a global corporate 
philosophy. We must put down in writing the common understanding that we have 
developed, and rethink our business and organizational structures in terms of that 
global corporate philosophy." And it was based on these instructions that the Guiding 
Principles at Toyota were established.




Formulation of the Guiding Principles at Toyota centered on TMC Executive Vice 
President Tatsuro Toyoda, who had extensive experience overseas and had been 
president of New United Motor Manufacturing, Inc. in the United States, and senior 
managing directors assigned played a supporting role. President Shoichiro Toyoda 
indicated that he did not want something that was "in keeping with the times", but 
rather a set of principles that would "lead the times". As such, those responsible 
embarked on establishing a course that would help Toyota become a truly international 
corporation.


When the Guiding Principles at Toyota were being drafted, emphasis was placed on 
envisaging what the domestic and international business environment would be like in 
the second half of the 1990s, and determining in which direction Toyota should head, 
while remaining realistic and maintaining an approach in sync with Toyota's existence 

Guiding Principles at Toyota (1992)



to date. After much deliberation, Executive Vice President Toyoda and the senior 
managing directors created in both Japanese and English the seven Guiding Principles 
at Toyota shown in Table 3-2 below, which were then officially revealed to employees 
by President Toyoda during his New Year's address in January 1992.


Item 2. Reinventing Toyota's Business Approach

Revision of the Guiding Principles at Toyota 
In conjunction with the establishment of the Guiding Principles at Toyota in January 
1992, Toyota also established the Corporate Ethics Committee and Toyota 
Environment Committee, both chaired by President Shoichiro Toyoda. The two 
committees were set up to initiate ways of putting the guiding principles into practice. 
At a training session held for executives in June that year, in-depth discussions were 
held on the management issues and solutions connected to each of the guiding 
principles. Furthermore, numerous other opportunities were taken in order to share the 
Guiding Principles at Toyota among all stakeholders, including all training sessions for 
employees (from new recruits through to general managers and deputy general 
managers), as well as social events held for affiliates and business partners.


In September 1992, Toyota implemented a change of guard in senior management, the 
first such change since the merger of Toyota Motor Co., Ltd. and Toyota Motor Sales 
Co., Ltd. 10 years earlier. Chairman Eiji Toyoda was appointed honorary chairman, 
President Shoichiro Toyoda was made chairman, and Executive Vice President Tatsuro 
Toyoda was promoted to president. Upon assuming his new position, President Tatsuro 
Toyoda spoke of his aspirations with respect to the Guiding Principles at Toyota:


In pursuing our business based on the Guiding Principles at Toyota, I 
hope we will create a lively corporate culture that respects the individual, 
one which delivers a company that is 'alert, attentive, and considerate, 
and that is characterized by possessing dreams and being creative.' In 
more specific terms, I want Toyota to tackle the important issues of 
developing a long-term solid management foundation, respond to the 
environmental issues facing the world today, develop technology that 
meets society's needs, and promote internationalization based on 
harmonious coexistence and mutual prosperity. Furthermore, in managing 
the company we should always remember to talk to other stakeholders 



and be sincere in our words and actions, carefully approach the numerous 
issues we face in a calm manner and look beyond their superficial 
appearance, and have the courage to boldly face change when it greets 
us. 

President Tatsuro Toyoda took on his new position during the turmoil that followed the 
collapse of the bubble economy, when demand for new vehicles had weakened 
considerably. Like other automakers, Toyota passed through a stage of continued 
lackluster performance, but this was interrupted in December 1994 when interim 
consolidated results showed earnings growth for the first time in five periods. Based on 
these results, in February 1995 President Tatsuro Toyoda announced to the company's 
employees that he wanted to position the period between the present to the beginning 
of the 21st century as one in which to reinvent Toyota's business approach in order to 
make new strides in the future. At the time of his message, the yen was undergoing 
rapid appreciation, and in terms of uncertainty the situation could only be matched by 
the circumstances Toyota found itself in when it was first founded. President Tatsuro 
Toyoda's words were a call for all Toyota employees to pull together to overcome the 
difficulties that lay ahead.


In April 1997, the company partially revised the Guiding Principles at Toyota. Five years 
had already passed since the guiding principles had been formulated, and they were 
functioning well as a set of management guidelines and an employee code of conduct. 
However, in December the previous year the Japan Federation of Economic 
Organizations (Keidanren, now Japan Business Federation, or Keidanren) had revised 
its corporate conduct charter. At the time, Chairman Shoichiro Toyoda was chairman of 
Keidanren, and he had overseen the revision of the corporate conduct charter amid a 
run of corporate scandals and a move toward emphasizing self-responsibility amid 
growing deregulation. Given these circumstances, several new phrases were added to 
the existing Guiding Principles at Toyota, such as "Honor the language and spirit of the 
law of every nation", "Respect the culture and customs of every nation", and "honoring 
mutual trust and respect between labor and management". The revised Guiding 
Principles at Toyota are shown in Table 3-2 below.


Table 3-2 Guiding Principles at Toyota (Revised April 1997)

1. Honor the language and spirit of the law of every nation and undertake open and 

fair corporate activities to be a good corporate citizen around the world




2. Respect the culture and customs of every nation and contribute to economic and 
social development through corporate activities in local communities


3. Dedicate ourselves to providing clean and safe products and to enhancing the 
quality of life everywhere through our activities


4. Create and develop advanced technologies and provide outstanding products and 
services that fulfill the needs of customers worldwide


5. Foster a corporate culture that enhances individual creativity and teamwork value, 
while honoring mutual trust and respect between labor and management


6. Pursue growth in harmony with the global community through innovative 
management


7. Work with business partners in research and creation to achieve stable, long-term 
growth and mutual benefits, while keeping ourselves open to new partnerships


Formulation of Toyota's 2005 Vision and the 2010 
Global Vision 
From the time that the Guiding Principles at Toyota were established in 1992, Toyota's 
management had gradually become more aware of the need to develop a long-term vision, 
based on the corporate philosophy represented by the guiding principles, to give the company 
lasting direction. In July 1993, Toyota commenced a company-wide business reform initiative, 
and took that opportunity to begin formulating a long-term vision, with the Corporate Planning 
Division functioning as the secretariat.


At the very outset of planning the vision, Toyota sent questionnaires to, and held information 
gathering meetings with, the company's executives and various inside-Toyota entities, 
including overseas affiliates, as well as workers unions and even external parties, before 
submitting a draft for discussion at an executive training session in February 1995. Toyota's 
2005 Vision was subsequently established under the theme of "Harmonious Growth", and 
formally announced to the company in January 1996 by President Hiroshi Okuda, who had 
taken office in August the previous year.


Toyota's 2005 Vision stated at the start of the document that the company had positioned the 
next few years as a "second founding period" and it called on all employees to take on the 
challenge of returning to the origins of the company. It also stated that the company aimed to 
achieve harmonious growth together with all its stakeholders-shareholders, employees, and 
business partners-as it focused on realizing harmony with society, the environment, and the 
global economy. Individual theme-based visions and long-term quantitative goals were then set 
for Toyota's various business areas, based upon the 2005 Vision.


In the second half of the 1990s, development of next-generation environmental and IT 
technology increased at a rapid rate, and the automotive industry entered an era of intense 



competition on a global scale. Mergers and acquisitions advanced, heralded by the merger of 
Daimler-Benz with Chrysler in 1998. With such changes in the business environment, some of 
the goals outlined in Toyota's 2005 Vision fell out of step with the demands of the time, which 
led to Toyota commencing the formulation of a new corporate vision in April 2001. External 
experts were consulted, discussions were held at the September executive training session 
that year, and details were debated at a Top Executive Meeting. Finally, in April 2002, President 
Fujio Cho, who had assumed the top position in June 1999, announced the completion of the 
2010 Global Vision.


Centered on the basic theme "Innovation into the Future", the core objective of "2010 Global 
Vision" was to set a course for a more prosperous society based on monozukuri (conscientious 
manufacturing) and technological innovation. It proposed the corporate image for which all of 
Toyota should strive and the paradigm change Toyota should undergo with consideration 
toward what society was expected to be like in the early part of the 21st century, calling on 
employees to boldly review traditional structures and methods.


Formulation of Toyota's 2005 Vision and the 2010 
Global Vision 
From the time that the Guiding Principles at Toyota were established in 1992, Toyota's 
management had gradually become more aware of the need to develop a long-term 
vision, based on the corporate philosophy represented by the guiding principles, to 
give the company lasting direction. In July 1993, Toyota commenced a company-wide 
business reform initiative, and took that opportunity to begin formulating a long-term 
vision, with the Corporate Planning Division functioning as the secretariat.


At the very outset of planning the vision, Toyota sent questionnaires to, and held 
information gathering meetings with, the company's executives and various inside-
Toyota entities, including overseas affiliates, as well as workers unions and even 
external parties, before submitting a draft for discussion at an executive training 
session in February 1995. Toyota's 2005 Vision was subsequently established under 
the theme of "Harmonious Growth", and formally announced to the company in 
January 1996 by President Hiroshi Okuda, who had taken office in August the previous 
year.


Toyota's 2005 Vision stated at the start of the document that the company had 
positioned the next few years as a "second founding period" and it called on all 
employees to take on the challenge of returning to the origins of the company. It also 
stated that the company aimed to achieve harmonious growth together with all its 
stakeholders-shareholders, employees, and business partners-as it focused on 
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realizing harmony with society, the environment, and the global economy. Individual 
theme-based visions and long-term quantitative goals were then set for Toyota's 
various business areas, based upon the 2005 Vision.


In the second half of the 1990s, development of next-generation environmental and IT 
technology increased at a rapid rate, and the automotive industry entered an era of 
intense competition on a global scale. Mergers and acquisitions advanced, heralded by 
the merger of Daimler-Benz with Chrysler in 1998. With such changes in the business 
environment, some of the goals outlined in Toyota's 2005 Vision fell out of step with the 
demands of the time, which led to Toyota commencing the formulation of a new 
corporate vision in April 2001. External experts were consulted, discussions were held 
at the September executive training session that year, and details were debated at a 
Top Executive Meeting. Finally, in April 2002, President Fujio Cho, who had assumed 
the top position in June 1999, announced the completion of the 2010 Global Vision.


Centered on the basic theme "Innovation into the Future", the core objective of "2010 
Global Vision" was to set a course for a more prosperous society based on monozukuri 
(conscientious manufacturing) and technological innovation. It proposed the corporate 
image for which all of Toyota should strive and the paradigm change Toyota should 
undergo with consideration toward what society was expected to be like in the early 
part of the 21st century, calling on employees to boldly review traditional structures 
and methods.


Item 3. Expanding Reforms

Introducing the BR Structure 
In order to counter falling revenues resulting from the domestic recession and high yen 
that came with the collapse of Japan's bubble economy, various short-, medium- and 
long-term revenue-increasing projects were implemented in the early 1990s in every 
division and department of the company. However, there were many inter-departmental 
issues, and it became increasingly necessary to introduce an operational system 
common to the entire organization and revise existing business procedures. So in July 
1993, Toyota introduced the so-called "business reform (BR) structure", whereby 
experienced personnel were strategically placed in administrative departments for a 
limited period of time to pave the way for future business reforms and more effective 
utilization of existing staff.




There were three categories of projects that fell under the BR structure: 1) measures to 
increase revenue in the immediate future and measures to counteract the high yen, 2) 
business and management system reforms, and 3) formulation of medium- to long-
term policies and strategies. Topics put forward by each division were separated into 
three levels: company-wide, division-level, and topics applicable within a given 
division. The company-wide and division-level topics required approval from a meeting 
of senior managing directors and were positioned as "top down" topics. When the BR 
structure was first initiated, there were 12 company-wide topics and 61 division-level 
topics to be addressed.


Also, Toyota set a goal of reducing existing work processes by 30 percent, with the 
resulting surplus resources directed toward new or important tasks, and toward the 
promotion of reduced working hours. Approximately 20 percent of the personnel of 
entities targeted for work-process reduction were placed in BR positions, with the 
remaining 80 percent expected to carry out the existing work processes of their entity 
on their own. Another effort to improve efficiency in existing work processes was the 
"30 percent paperless" initiative, which was designed to show the work-processes 
reduction goal in terms of reductions in paper usage.


The BR structure was extended to the Engineering Group and Production Engineering 
Group in 1994, meaning that it covered all parts of the company except production 
itself. The initiative was extremely successful in improving the efficiency of existing 
work processes by first removing surplus personnel from existing entities. It also led to 
a clear awareness that it was possible to streamline supporting personnel, and to an 
understanding that the concept could be effectively applied to non-structure related 
areas as well, such as to the formulation of the long-term vision. The BR structure is a 
useful tool to dynamically improve business efficiency, and as such remains widely 
used within the company.


Roll Out of PRO21 Initiative 
Reforms were instituted in human resources as well, beginning in 1996. The first such 
initiative was PRO21, a comprehensive set of human resources reforms aimed at 
developing autonomous and competitive personnel, organizational structures, and 
systems capable of meeting the needs of the 21st century.


A fundamental organizational and human resources system reform implemented in 
1989 to make Toyota a less hierarchical organization failed to fully achieve its intended 



goals of changing the thinking of company employees, and as such it became 
necessary to make further changes, including to the compensation system. The first 
part of the new initiative was the introduction of the "Challenge Program", a human 
resources system introduced in 1996 for section managers and above. The program 
aimed to achieve three goals: 1) replace the traditional seniority-based promotion 
system with a performance-based system, 2) train and utilize personnel as specialists 
in a given field, and 3) clarify systematic personnel development details and lines of 
responsibility for such development.


Toyota also began revising the compensation system, introducing a system that 
dynamically altered the employee's compensation depending on the results of an 
annual evaluation. In terms of middle management, a new concept of compensation 
classification was introduced that involved replacing the traditionally used designations 
of "General Manager Level", "Deputy General Manager Level", and "Section Manager 
Level", which had negative overtones of a strong managerial hierarchy, with the more 
innocuous "Senior Grade 1", "Senior Grade 2" and "Senior Grade 3", respectively. 
However, the reforms stopped shy of adopting wholesale the result-oriented 
performance system that was taking hold in corporate Japan at the time, opting 
instead to adopt an evaluation framework that retained Toyota's traditional values of 
taking a long-term perspective in work and emphasizing strong teamwork.


As a part of the PRO21 initiative, in 1999 the "Professional Human Resources 
Development Program" was launched, targeting young employees in administrative 
and technical positions below the assistant manager level. As all participants aim to 
become professionals in a given field, the program's emphasis is on developing a core 
area of expertise for each employee and improving fundamental skills. The program 
originally had 10 different employee classifications, but in partial response to Japan's 
Equal Employment Opportunity Law, the "general employee" classification was 
eliminated and the remaining classifications were reduced to "clerical employee", 
"specialist employee" and "advanced specialist employee". The result was a 
mechanism whereby female employees, many of whom fell under the "general 
employee" category, could now aim for higher goals. Then in 2006, after the company 
had become less hierarchical, further human resources structural reforms were 
implemented to encourage greater motivation and the development of a higher degree 
of skills among clerical staff. The original "clerical employee" category was subdivided 
into "Gyomu Shoku" and "Jigi Shoku", and a further "advanced clerical employee" 
category was added. 



Chapter 4. Rapid Expansion of Globalization  

Section 1. Heightened Presence 
in the North American Market 

Item 1. Increasing Presence in the

North American Market


Toyota Climbs to No. 2 Position in the U.S. 
In the 1990s, the U.S. automotive market grew steadily throughout most of the decade 
as the overall economy expanded, reaching an unprecedented number of more than 17 
million vehicles sold in the year 2000. Although the market subsequently contracted 
slightly following the economic downturn caused by the 2001 collapse of the IT bubble 
and rising gasoline prices, sales were steady at around 16 million vehicles annually 
through to 2007.


Toyota took several proactive measures, including expansion of local production, 
release of new models suited to the U.S. market, and development of its sales network. 
As a result, the company saw a significant increase in sales. Breaking down this 
increase, Toyota sold more than 900,000 units in 1988, 1.05 million in 1990, and 
reached another milestone with 2.06 million in 2004, growing further still to 2.62 million 
vehicles in 2007. The company's market share also rose - from 6.1 percent in 1988, 
passing 10 percent in 2001, and growing to 16.1 percent in 2007. During this time, 
Toyota's annual number of vehicles sold passed Chrysler Corporation in 2006 and 
bettered Ford Motor Company in 2007, securing the No. 2 position behind General 
Motors Corporation (GM, now General Motors Company).


The Canadian economy was also strong from the latter half of the 1990s as the 
neighboring U.S. economy grew. Toyota's sales in Canada continued to grow, reaching 
100,000 units in 1997 and 150,000 in 2002. The GT-10 (Global Team reinforce-10) 
project aimed at achieving a 10 percent market share kicked off at Toyota Canada Inc. 
in 2002, and the target was reached the following year in 2003. Sales continued to 
grow steadily in following years, reaching 190,000 vehicles with a 12 percent market 
share in 2006, and passing 200,000 units in 2007.




Market Slump Due to Global Financial Crisis 
The emergence of the sub-prime loan crisis in 2006 sent the U.S. economy into a 
slowdown. The following year in September 2008, the major investment bank Lehman 
Brothers filed for bankruptcy, throwing the world economy into turmoil.


Meanwhile, soaring oil prices coupled with the decline in the U.S. economy accelerated 
the consumer shift away from truck-based models to compact, fuel-efficient cars. This 
caused a sharp slump in truck-related sales, which were the backbone of America's 
"Big Three" automakers, and in 2008 the U.S. automotive market shrank to 13.24 
million vehicles, as year-on-year decrease of 18 percent.


In an attempt to spark life into the auto industry, the U.S. government announced "cash 
for clunkers" scrap incentives in July 2009, offering subsidies for consumers who 
traded in end-of-life vehicles for new cars, leading to a recovery, albeit a fragile one, in 
the market. By 2010, the U.S. economy was on track toward a slow recovery. The 
automotive market, which had fallen to 10.43 million vehicles in 2009, had shaken off 
the nightmare scenario of dipping below the 10 million mark. A recovery in trucks had 
begun to show, and in 2010 the market was back up to 11.59 million vehicles.


Sales of Toyota vehicles grew steadily, particularly the company's core models. This 
was backed by the scrap incentives and sales promotions such as special pricing 
programs offered with the support of Toyota Financial Services. By brand, in 2009 the 
Toyota brand had the highest sales for the third consecutive year, the Lexus brand was 
the top luxury brand for the 10th year in a row, the Corolla and Camry models 
dominated the passenger car segment, filling the top two positions, and the company 
had the highest non-fleet (sales to individuals) sales for the first time in its history.


Although the Canadian automotive market also saw an increase in demand for fuel-
efficient compact cars as oil prices rose, overall demand fell after the onset of the 
financial crisis that had started in the United States. However, the automotive market 
recovered to 1.5 million vehicles in 2009 thanks to stimulus policies enacted by the 
Canadian government.




Item 2. Expansion of Lineup

Until the 1980s, Toyota's brand image in North America had centered on small and 
medium sized passenger vehicles such as the Camry and Corolla models, and small 
pickup trucks such as the Hilux. However, the company rolled out a series of new 
models in the 1990s, undergoing a major revamp of its image.


The first step, in 1989, was the company's entry into the luxury vehicle market with the 
establishment of its Lexus brand. Lexus vehicles exceeded their German rivals in terms 
of performance and competitive price, and together with the company's new network 
of dealerships, which placed emphasis on delivering high quality customer service, the 
brand won high approval from U.S. customers. In 2000, the Lexus brand recorded the 
highest sales in the luxury vehicle market with 204,000 cars sold, and further extended 
sales to 327,000 vehicles in 2007.


The second step was full-scale entry into new markets with the release of several new 
SUVs, minivans and pickup trucks, vehicle types that enjoyed popularity among U.S. 
consumers starting around the 1990s. In 1996 Toyota released the RAV4, widely 
recognized as the first crossover SUV, followed in 1997 by the Sienna minivan. The 
company also entered the large pickup truck and full-size SUV markets, which were 
previously the domains of the Big Three, releasing the Tundra pickup truck and the 
Sequoia SUV by 2000. Along with the Tundra, the Tacoma and the T100 were among 
pickup trucks released exclusively for the U.S. market. The ratio of Toyota's U.S. light 
truck1 sales versus passenger car sales grew from 29.9 percent in 1988 to 42.6 
percent in 2007.


The third step was the release of the Prius hybrid vehicle in 2000, which greatly 
boosted Toyota's environmentally conscious image. Toyota also released hybrid vehicle 
versions of existing models such as the Camry, Lexus brand vehicles, and even SUVs-
ahead of rival companies-and the company's annual hybrid vehicle sales grew rapidly 
from 5,500 units in 2000 to 277,000 in 2007. As of 2007, the all-time total of U.S. hybrid 
vehicle sales exceeded 700,000 vehicles.


The fourth step was the establishment of the Scion brand geared toward younger users 
in 2003. Targeting Generation Y (people born between 1975 and 1989), a demographic 
into which Toyota had comparatively little penetration, the company experimented with 
new advertising and sales channels, developing internet sales and marketing, including 



establishment of the Scion.com website. The brand's first models, the xA and xB, sold 
steadily, and in 2004 the tC model was released exclusively for the U.S. market. 
Cumulative sales of Scion models reached 500,000 units in four years.


Through these actions, starting in the 1990s Toyota was able to successfully make full 
use of its core models-such as the Corolla, Camry and Hilux while at the same time 
revamp its image and heighten its market presence by expanding its lineup to include 
luxury vehicles and cars targeting the younger generation, increasing its offerings of 
light trucks, and making bold advances into hybrid technology.


As Toyota expanded and improved its product lineup and dealer network in North 
America, the company also adopted new sales strategies. For example, in 1991, when 
releasing the new-model Camry, a sales training program was tested for the first time. 
Toyota Motor Sales, U.S.A., Inc. (TMS) dispatched 26 training teams to dealerships 
nationwide, conducting initiatives to broaden product knowledge, such as test driving 
rival models including the Honda Accord and the Ford Taurus. This method was also 
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deployed horizontally across the organization for the launch of the 1992 new-model 
Corolla.


Item 3. Expansion of Production Bases


Expansion of Facilities at TMMK, TMMC 
From the second half of the 1980s, Toyota's local production in North America steadily 
grew under the charge of the joint venture company New United Motor Manufacturing, 
Inc. (NUMMI) and the Toyota-owned companies Toyota Motor Manufacturing, 
Kentucky, Inc. (TMMK) and Toyota Motor Manufacturing, Canada, Inc. (TMMC). 
However, automotive demand grew rapidly from the mid-1990s, raising the fear of 
insufficient supply capacity. To address this concern, the TMMK plant was expanded 
and production of the Avalon (a derivative of the Camry) was commenced in 1994. 


Following this, production of the Sienna minivan began in 1997, based on the Camry 
platform. However, as introduction of the following-generation Sienna, which was 
under development at the time, required a major conversion of production lines, it was 
decided to shift production of the Sienna to a new plant in Indiana and TMMK was 
converted into a specialist passenger car plant. Following this move, TMMK further 
enhanced production of Camry-based passenger car models, in 2003 commencing 
production of the Solara model (a derivative of the Camry) that was already being 
manufactured at TMMC, and starting production of the Camry Hybrid in 2006.


TMMC began construction of a plant for producing Corolla engines in 1994 and 
commenced assembly of 1.6-liter and 1.8-liter engines in 1995. One reason behind this 
move was the Canadian government's announcement of its intention to abolish 
customs duties on components used in local production of engines and transmission 
systems. In 1995, Toyota created the "New Global Business Plan" in response to trade 
frictions, and, as part of this plan, began construction of a new plant (the North Plant) 
at TMMC in the same year. The plant opened in 1997, producing new-model Corolla 
vehicles. Facilities at the existing plant were also upgraded and charged with 
producing the new-model Solara. These moves focused production of Corolla sedans 
for the North American market to the New United Motor Manufacturing, Inc. (NUMMI) 
and TMMC sites.




Line-off ceremony for Camry Soarer at TMMK (2003)

Camry Hybrid production starts at TMMK (2006)



Following this, in 2003 TMMC became the first plant outside Japan to manufacture the 
Lexus brand, beginning production of the RX 330 Lexus SUV. Furthermore, in 2005 
Toyota announced plans to build a second TMMC plant in Woodstock, Ontario, in 
response to growth of the SUV market. The new plant began production of the RAV4 in 
November 2008.


Establishment of TMMI, TMMTX and TMMMS 
In 1995, Toyota announced plans for a fourth North American vehicle plant in Indiana, 
in order to expand local production. The new plant was to produce the Tundra full size 
pickup truck under development at the time, which was built as a successor to the 
midsize T100 pickup truck. Toyota Motor Manufacturing, Indiana, Inc. (TMMI) was 
established the following year in 1996 in the state's Gibson County, with the line-off 
ceremony for the Tundra held in 1998. In April 1998, as the plant was in the midst of 
preparing for the production launch, Toyota announced plans to also build at the plant 
the Sequoia SUV, based on the Tundra model, and the plant's output capacity was 
expanded from 100,000 to 150,000 vehicles per year. Production of the Sequoia began 
on schedule in 2000. Before the start of production, TMMI also began construction of 

Lexus production line at TMMC (2003)



the No. 2 Plant (the East Plant) in 2000 to handle the production transfer of the Sienna 
from TMMK.


Additionally, in March 2003 Toyota established Toyota Motor Manufacturing, Texas, Inc. 
(TMMTX) in San Antonio, Texas, as a specialist plant for production of Tundra pickup 
trucks. Construction proceeded according to schedule and the plant's line-off 
ceremony was held in November 2006. The plant was charged with producing 200,000 
second-generation Tundra vehicles per year.


Next, in April 2007 Toyota established a new vehicle production base in Union County, 
Mississippi. Toyota Motor Manufacturing, Mississippi, Inc. (TMMMS) began operations 
in November 2011. Also in 2007, Toyota began commissioning annual production of 
100,000 Camry vehicles at Subaru of Indiana Automotive, Inc. (SIA), a local entity of 
Toyota Motor Corporation's capital and business partner Fuji Heavy Industries Ltd. This 

Ground-breaking ceremony at TMMTX (2003)



commission brought SIA's annual output, including Subaru vehicles, to approximately 
240,000 units.


Expansion of Engine Production - Establishment of 
TMMWV, TMMAL 
As production of Toyota's core Camry and Corolla models grew, TMMK and TMMC 
had begun local production of passenger car engines, and significantly increased their 
local procurement ratios. To minimize the risks associated with the yen's appreciation 
and steadily implement the company's New Global Business Plan (created in 1995) as 
well as respond to the imminent full regional free trade that would accompany the 
North American Free Trade Agreement (NAFTA), Toyota hurried to establish its North 
American supply structure under a policy of producing all core engines locally.


In 1996, Toyota established Toyota Motor Manufacturing, West Virginia, Inc. (TMMWV) 
to build engines, and, in 1998, TMMWV started production of ZZ-type engines, which 
until then had been supplied from the Shimoyama Plant of Toyota Motor Corporation 
(TMC) in Japan, for the North American-produced Corolla.


Second-generation Tundra production starts at TMMTX (2006)



TMMWV was subsequently expanded to address supply shortages caused by an 
increase in the number of vehicles produced in North America. The plant began 
manufacturing MZ engines for Avalon models in 1999, and output capacity grew to 
500,000 engines per year.


In addition to engines, TMMWV began manufacturing Toyota's first automatic 
transmission units outside Japan in 2001, supplying 4-speed automatic transmissions 
to TMMK and TMMC for use in Camry and Solara models. The plant also produced 
engines and automatic transmissions for the Lexus RX 330 from 2003, and 6-speed 
automatic transmissions for the Avalon and Camry from 2006.


With the steady expansion of engines and automatic transmission production at 
TMMWV, Toyota achieved NAFTA regional procurement ratios (NAFTA ratios) of 70 
percent and 65 percent for the Camry and Corolla respectively, exceeding the free 
trade standard of 62.5 percent. However, at the end of the 1990s the NAFTA ratios for 
the company's Tundra and Tacoma light trucks remained below 60 percent. Toyota 
needed to lift its local procurement ratio above the NAFTA standard, a matter that was 
also critical in order to boost competitiveness in the midsize and large pickup truck 
market, the traditional stronghold of the American Big Three automakers.


Ground-breaking ceremony at TMMWV (1996)



To address this need, in 2001 the company established Toyota Motor Manufacturing, 
Alabama, Inc. (TMMAL) in Huntsville, Madison County, Alabama, which was tasked 
with manufacturing truck engines. In 2003, TMMAL began production of 4.7-liter V8 
engines (2UZ type) for Tundra pickup trucks. This was the first time Toyota had 
manufactured V8 engines outside Japan.


Restructuring of North American Production 
The U.S. new-car market contracted rapidly following the 2008 collapse of Lehman 
Brothers, and the automotive industry faced drastic changes.


In July 2008, Toyota temporarily halted construction of the new plant at the recently 
established TMMMS, announcing a postponement in the start of production until the 
second half of 2010, and undertaking a restructuring of its North American 
manufacturing operations through changes in the vehicle series produced at each plant 
and consolidation of production locations. Production of the Highlander model 
originally planned for TMMMS was shifted to TMMI, and TMMI's production of Tundra 
pickup trucks was consolidated to TMMTX. Production of the Highlander began at 

Line-off ceremony for V8 engine at TMMAL (2003)



TMMI in October 2009, with the plant becoming Toyota's North American production 
base for SUVs and minivans.


In this way, Toyota's North American manufacturing operations that began in 1986 with 
NUMMI worked proactively toward localization by expanding existing production 
facilities and building new plants as sales in the U.S. and Canadian markets grew. As a 
result, the cumulative total number of vehicles produced locally in North America 
reached 10 million in 2001, and 20 million by the end of 2008.


Item 4. Advance of Localization

Localization of Management 
With the expansion of local production in North America, Toyota worked proactively 
from the mid-1990s to localize its management, building a framework for the overall 

Mixed production line for the Highlander and Sequoia at TMMI 



management of local entities' operations. In addition, the company bolstered its public 
relations initiatives in the North American region.


In 1996, Toyota established Toyota Motor Manufacturing, North America, Inc. (TMMNA) 
in Erlanger, Kentucky, to conduct overall management of North American 
manufacturing operations. The purpose of the new company was to localize 
management of all parts of the manufacturing operations that had until that point been 
controlled from Japan by TMC, including production preparation, procurement, 
manufacturing, and distribution. A major shift toward North American production and 
component procurement was taking place. In 1993, the ratio of Toyota cars sold in 
North America that were manufactured locally reached 45 percent, and 5 billion U.S. 
dollars' worth of components was procured within the region.


TMMNA was later merged with the research and development division Toyota Technical 
Center (TTC) in 2006 in a reorganization that created Toyota Motor Engineering and 
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Manufacturing, North America, Inc. (TEMA). The establishment of TEMA strengthened 
collaboration between functions such as research and development, production 
preparation, production engineering and procurement, speeding up North American 
operational decision-making and increasing interaction and communication among 
production sites and related entities.


Meanwhile, the manufacturing and sales holding company Toyota Motors North 
America, Inc. (TMA) was established in 1996. TMA subsequently absorbed Toyota 
Motor Corporate Service of North America, Inc. (TMCS), a survey and research and 
advertising company, in 2000. In doing so, TMA assumed public relations functions 
and, with the relocation of TMS's office in Washington, D.C., strengthened its public 
relations and survey and research functions.


Localization of management began in earnest in the late 1990s with the appointment of 
local managers to top positions at North American subsidiaries. The first subsidiary 
outside Japan to be headed by a local manager was the aluminum wheel manufacturer 
Canadian Autoparts Toyota Inc. (CAPTIN), with the appointment of Gary Smallenburg in 
1998. In 2001 Gary Convis took the helm at TMMK, after working at Ford and then as 
part of the NUMMI startup team.


Localization of management continued in Canada and the United States with the 
appointment of Ray Tanguay as head of TMMC in 2002, and George Borst as President 
and CEO of Toyota Motor Credit Corporation in 2004.


Local managers were also appointed to the sales divisions. James Press become 
president of TMS in 2005, and was subsequently selected as the first American head of 
TMA in 2006.


American Born and Bred - the Avalon 
Toyota also advanced localization on the development side by working to strengthen 
the functions of its North American design and R&D facilities Calty Design Research, 
Inc. and TTC. One major success was the Avalon, Toyota's first North American 
market-exclusive vehicle, which launched in 1994. The Avalon was an "American born 
and bred" model, with TTC responsible for engineering and Calty in charge of design.

The two local engineering units continued to play a key role in development 
localization, handling the internal and external design and engineering of U.S.-specific 



models including the 1996 new-model Camry, the first-generation Solara in 1998, and 
the second-generation Avalon in 1999.


In addition, the second-generation Tundra, which launched in 2006 with the slogan "An 
American truck, built by Americans" was a huge local-led project involving 
collaboration between engineering, design and manufacturing units. In 2004, before 
embarking on the project, Calty established Calty Design Research Inc. at Ann Arbor 
within TTC's Ann Arbor, Michigan grounds, working closely with TTC's design function 
to develop the Tundra's exterior and interior styling.


Avalon imported into Japan (1995)



Corporate Social Responsibility Activities in North 
America 
While proactively advancing local production in North America, Toyota also embarked 
on a range of social contribution initiatives in its aim to be a good corporate citizen.


In the field of education, the Toyota U.S.A. Foundation, founded in 1987 to 
commemorate 30 years since the establishment of TMS, supports science education at 
U.S. elementary, junior high and senior high schools. For example, the foundation 
donated approximately 6 million U.S. dollars to 20 programs in 2006. The foundation 
also donated 5 million U.S. dollars toward human-resource development programs 
related to environmental education and conservation in 2007 as part of events to 
commemorate the 50th anniversary of TMS.


Meanwhile, since 1991, Toyota has supported a variety of programs run by The 
National Center for Family Literacy, an NPO that provides educational opportunities 
such as free literacy training for parents and children from disadvantaged backgrounds. 
Since 2001, Toyota has also supported Grow Your Own Tree, an NPO-sponsored 
program that provides environmental education to elementary school students and 
conducts afforestation activities.


Although slightly different than the aforementioned corporate social responsibility 
activities, in response to the growing interest in the Toyota Production System (TPS) in 
North America in the 1990s, the Toyota Supplier Support Center (TSSC, now Toyota 
Production System Support Center, Inc.), the production survey and research division 
of TMCS (now TMA), has provided explanation and training in TPS methods to a wide 
variety of North American corporations and groups, including those not affiliated with 
Toyota's operations.


In addition, Toyota has participated in U.S. NASCAR races since 2004 as 
part of the company's community motorsports initiatives. In 2006, Toyota 
won both the manufacturer's and driver's titles in the NASCAR top truck 
series with the Tundra, and from 2007 has participated fully in NASCAR's 
top cup series with the Camry.



Section 2. European Operations 
Become Autonomous  

Item 1. Sales Bolstered as Markets Stagnate


Sales Volume Growth Slows 
The early 1990s saw the Gulf War, war in the former Yugoslavia, and a European 
currency crisis. The European automotive market contracted rapidly due to the 
resulting economic downturn. As a consequence, new cars sales in Europe fell to 14.6 
million units in 1993, and the core Western European market declined to 12.5 million 
units, the lowest level in 20 years. Subsequently, the Western European market 
stabilized at the 16 million-unit level. As a result of expansion from 2004 of the Eastern 
European market-including the rapidly-growing Russian market-Europe as a whole set 
a new record of 22.4 million units in 2007.


Following the collapse of Lehman Brothers in September 2008, however, the European 
market declined drastically. The effects were somewhat delayed in Russia, but sales 
volumes were down sharply starting in 2009. A number of European governments 
implemented stimulus measures including scrap incentive programs1 in response to 
the rapidly contracting market, but even so, the European market as a whole fell to 
18.52 million units in 2009 (down 18 percent from 2007). In addition, a fiscal crisis 
broke out in Greece, and the European automotive market remained stagnant in 2010.


In addition to Toyota vehicles being subject to the voluntary export restraints on 
Japanese vehicles until 1999 and the local import monitoring system, they were also 
affected by a rising yen from 1993 to 1995. As a result, sales of Toyota vehicles were 
sluggish, but they finally surpassed the 500,000-unit level in 1997. The following year, 
Toyota surpassed Nissan Motors Co., Ltd. in the European market to become the best 
selling Japanese auto brand.


Later, the Russian market expanded, and Toyota vehicles set new sales records for 11 
consecutive years until 2007. The impact of the collapse of Lehman Brothers, however, 
was substantial, and Toyota's sales in 2008 were 1.12 million units, down from 1.24 



million units in 2007, and Toyota was unable to set a 12th consecutive record of growth 
in 2008.


Sales and Service Organizations Expanded 
Toyota Motor Marketing Europe (TMME), Toyota's sales management headquarters for 
the European market, worked to reinforce sales. In the 1990s, TMME made leading 
distributors in Western European countries into subsidiaries through equity 
participation or increasing equity holdings and established a number of distributors in 
Central Europe and Eastern Europe. Sales support measures included the expansion of 
service organizations such as the establishment of the Service Training Center in 1990 
and the Toyota Parts Centre Europe in 1993.


TMME conducted intensive investigations into marketing techniques and established 
Le Rendez-Vous Toyota, a showroom managed directly by TMME, on the Champs-
Elysees in Paris, the site of numerous showrooms of leading European automakers, in 
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Toyota Parts Centre Europe in 2010 (expanded in 2006)

Le Rendez-Vous Toyota in Paris (c. 2001)



1998. Also, starting in 2001, TMME directly operated the parts warehouses of 
distributors in each country and consolidated parts logistics sites. This freed 
distributors from parts operations and allowed them to focus on marketing activities.


In response to the expansion of the automotive market from Central Europe to Eastern 
Europe and the former Soviet Union starting in 2000, TMME established distributors in 
Russia in 2001 and the Ukraine in 2004. Poland and the Czech Republic later became 
production countries, and the distributors in those countries were made into wholly 
owned subsidiaries in 2000 and 2005, respectively. Also, Toyota Romania became 
independent of Toyota Hellas (the distributor in Greece) in 2007 to manage and 
coordinate distributors in the Balkan region, and other measures were taken to 
strengthen the sales network. In the former Soviet Union, when Toyota Motor Russia 
(TMR) constructed a new building in 2008, Kazakhstan Toyota, which had been 
operating under the umbrella of TMR, was made into a distributor.


When TMME began direct management of parts operations in 2001, sales agents that 
had been referred to as distributors were re-designated "national marketing & sales 
companies" to convey the sense that they actively engage in autonomous and 
strategic sales and marketing.


Item 2. Introduction of Products Tailored to 
European Tastes

Products introduced to the European market included products developed for the 
Japanese and American markets with modifications for the European market, including 
the Carina E produced by Toyota Motor Manufacturing UK Ltd. (TMUK). When the 
Carina E was redesigned in 1998, the name was changed to the Avensis, and at the 
time of the redesign in 2003, it was developed into a model specifically for Europe. 
Other models optimized for the European market such as the Yaris (sold in Japan as 
the Vitz), launched in 1999, were also developed and introduced.


Active marketing was conducted for the locally designed Yaris. At the first European 
Dealers Conference held by TMME in Barcelona, Spain in 1999, Toyota Motor 
Corporation (TMC) management called for higher Yaris sales. In Italy, which had 
considerable market potential for the Yaris, a large-scale advertising campaign was 
conducted including a new vehicle launch press conference held in Milan with opinion 



Line-off ceremony at TMUK vehicle plant (1992)
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leaders in attendance. Marketing programs with an emphasis on test drives were also 
conducted in various countries. As a result of these initiatives, sales of the Yaris greatly 
exceeded initial plans, and in 1999 the Yaris won the 2000 European Car of the Year, 
becoming the first Toyota vehicle to win the award. Five years later, the hybrid Prius 
also won this award, contributing to Toyota's environmental image in Europe.


In contrast, when Lexus was introduced to the European market in 1990, the line 
struggled as a result of declining sales of passenger car sedans in the premium market 
and its inability to adapt to market characteristics including the increased use of diesel-
powered vehicles. In response, the Lexus brand was reorganized by implementing the 
Lexus Challenge Plan from 2005 to 2007 with three priorities: reinforcing the sales 
network, raising brand recognition, and increasing customer satisfaction. In order to 
raise brand recognition, focus was put on innovative technologies centered on hybrids, 
"L-finesse"1 designs with reflections of Japanese culture, and the joy of driving, and 
integrated advertising and publicity were conducted throughout Europe. The result was 
a jump in brand recognition from three percent in 2004 to six percent in 2006. These 
assertive sales promotion measures led to steady increases in sales following the 
introduction of the Lexus IS and Lexus RX, and sales skyrocketed from 3,500 units in 
1997 to 50,700 units in 2006.


Item 3. Expansion of Production Bases

Local Production Structures Created-TMUK and 
TMMF Established 
TMC investigated local production in Europe as a way to address the voluntary export 
restraints imposed since the late 1980s and the high value of the yen. The first move 
was production of the Hilux in West Germany in collaboration with Volkswagen starting 
in 1989. Next, TMUK, Toyota's first production base in Europe, began producing the 
Carina E in 1992.


In 1998, TMUK began production of the Avensis as the successor to the Carina E and 
at the same time began producing the Corolla liftback at its No. 2 plant. As a result, 
TMUK's production capacity reached 200,000 vehicles annually, and engine production 
was increased to 200,000 units in 1999. When the Avensis was redesigned with 
European tastes in mind in 2003 it was positioned as a vehicle for all of Europe, but 



grew to be exported to more than 60 countries around the world including Japan and 
countries in Africa and Latin America.


A joint venture in Turkey, Toyotasa Toyota-Sabanci Automotive Industry & Trade Inc. 
(Toyotasa), began producing the Corolla in 1994 and became Toyota Motor 
Manufacturing Turkey Inc. (TMMT) in 2000 when Toyotasa's manufacturing and sales 
operations were split into separate companies. TMMT began exporting the Corolla to 
various European countries in 2002. TMMT's manufacturing quality was among the 
best of Toyota production bases outside Japan and TMMT came to occupy a key 
position as a supply base for the European market.


In the late 1990s, TMC set a European sales target of 800,000 vehicles in 2005 and 
further expanded local production. To achieve this target, Toyota Motor Manufacturing 
France S.A.S. (TMMF) was established on the outskirts of Valenciennes in northern 
France in 1998. The Yaris was set as the production vehicle, development of which was 
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progressing, and in combination with the Avensis and Corolla produced by TMUK, 
Toyota now had a three vehicle series local production system in place.


The decision to build a new plant in France was made because of strong and sustained 
solicitations from the French government, the proximity to Southern Europe, a major 
Yaris market, and the relatively good access to TMUK, which had merits in terms of 
procurement and production. TMMF began producing the Yaris in January 2001.


Engine Production Begins-TMEM, TMMP, and TMIP 
Established 
To support the expansion of local production in Europe, Toyota Motor Engineering and 
Manufacturing Europe NV/SA (TMEM) was established in 1998 as an automobile and 
automotive parts production coordinating company for all of Europe. Also, Toyota 
Motor Manufacturing Poland Sp.zo.o. (TMMP) was established in 1999 to bolster 

TMMP (c. 2003)



production of major components in Europe. TMMP started operations by producing 
manual transmissions for vehicles produced in Europe in 2002. That same year, Toyota 
Peugeot Citroen Automobile Czech, s.r.o (TPCA) was established in the Czech 
Republic as a joint venture with PSA Peugeot Citroen (PSA) of France, and when TPCA 
began operations in 2005, TMMP began producing engines.


In addition, Toyota Motor Industries Poland Sp.zo.o (TMIP) was established in Poland 
through joint investment with Toyota Industries Corporation in 2002 to respond to 
growing demand for diesel vehicles. TMIP, which had the capacity to annually produce 
120,000 two-liter diesel engines, began production in 2005 for supply to the Corolla 
produced by TMUK and TMMT and the Avensis produced by TMUK. Also, Toyota 
Caetano Portugal, S.A. (TCAP) began producing the Dyna and Hiace. TCAP began 
exporting the Dyna throughout Europe in 2002 and became a commercial vehicle 
supply base.


Ground-breaking ceremony at TMIP (2003)



B-Zero Project Launched-Joint Venture Business with 
PSA 
By the end of the 1990s, the automobile industry had undergone consolidation on a 
global scale, exemplified by the creation of DaimlerChrysler AG. TMC established the 
Global Strategy Investigation Committee in 1999 to investigate the possibility of 
collaboration with various other companies. Meanwhile, leading European automakers 
appeared to be moving toward the launch of global strategic vehicles in the B segment 
(Yaris class) and smaller in response to tighter CO2 regulations in the European Union 
(EU), and TMC too investigated entering this market.


It was under these circumstances that TMC received an inquiry from PSA concerning 
collaboration, and the B-zero project targeting the B-segment market and smaller 
vehicles was launched.


The B-zero project, which centered on jointly developing and producing a vehicle with 
PSA, involved a number of initiatives implemented without adhering to existing Toyota 

Production of compact passenger cars for European market 
starts at TPCA (2005)



methods. For example, the idea of using common parts among the different-brand 
vehicles envisioned for the joint venture and the idea to take a new approach with 
vehicle planning and performance standards were boldly adopted. Also, approximately 
70 percent of the suppliers were based in Europe, and about 80 percent of those were 
in Central Europe and Eastern Europe, enabling TMC to learn much about the 
procurement methods of European automakers.


TPCA pursued simple and streamlined processes that were optimized for the B-zero 
project. As a result, production space, the number of processes, and production line 
length were reduced by 10 percent to 20 percent compared to that at TMMF. TPCA 
began producing the Aygo for Toyota and the Peugeot 107 and Citroën C1 in February 
2005.


Toyota Begins Business in Russia-TMMR Established 
Russia enjoyed solid economic growth following the 1998 currency crisis, and sales of 
Toyota vehicles grew thanks to the reinforcement of sales networks and other 
measures, reaching the same levels as the five leading Western European countries. 
However, the Russian government, looking ahead to future membership in the World 
Trade Organization (WTO), seemed likely to raise import duties on completely built cars 
and lower duties on parts with the aim of protecting and nurturing the domestic 
automobile industry. In line with its policy of producing vehicles where the demand 
exists, TMC began looking into local production in Russia.


When selecting a plant site, TMC made a comprehensive determination taking into 
consideration a variety of factors (including logistic convenience, good access to 
markets, plentiful labor force, and how positive governments were in their solicitations) 
and selected St. Petersburg. The Camry was selected as the production vehicle based 
on competitive conditions, profitability, and other factors. Limited Liability Company 
Toyota Motor Manufacturing Russia (TMMR) was established in 2005 and began local 
production of the Camry in December 2007 with an annual production capacity of 
50,000 vehicles.


In order to respond to the growing demand for hybrid vehicles driven by the Prius, 
TMUK began producing the Auris Hybrid, the first Toyota hybrid to be made in Europe, 
in 2010. That same year, TMMF announced that it would begin producing a compact 
hybrid vehicle in 2012.




As the European market grew in conjunction with the end of the Cold War and the 
geographic expansion of the EU, TMC steadily increased production sites and 
production models in Europe.


Item 4. Coordinating Structures and Localization

TME Founded as a Holding Company 
As the number of production bases throughout Europe increased, Toyota Motor Europe 
NV/SA (TME) was established in 2002 as a holding company of TMME and TMEM. 
TME was also given the functions relating to management planning, public relations, 
legal affairs, and environmental responses. TMME became a marketing organization, 
TMEM an R&D and manufacturing company, and TME a management company. As 
such, the roles and responsibilities of each were clarified.


In 2002, as the second block exemption regulation governing the distribution of motor 
vehicles under EU Union law was about to expire, a new regulation was adopted. Block 
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exemption regulations specified special measures that partially modified the principle 
of free trade within the EU under EU competition law. The new regulation had a one-
year transition period and took effect in October 2003. The new regulation made the 
following changes: 1) dealer territories were eliminated and dealers were free to sell 
anywhere within the EU; 2) if the standards specified by a distributor are met, the 
distributor is obligated to certify not just dealers, but also independent repair business 
operators as certified servicers; 3) handling of multiple, competing brands by the same 
dealer is permitted; and 4) further restrictions were imposed on the obligation to use 
authorized parts.


Toyota saw the shift to these strict regulations as an opportunity to strengthen its sales 
network and implemented reorganization toward a large-scale sales network by 
expanding the scope of dealers and making effective investments. The result was a 
decrease in the number of dealers in Europe by about 10 percent, but sales volume per 
dealer rose substantially, and the sales network was considerably stronger.


TMME, TMEM, and TME were integrated in 2005 to enhance their intercommunication 
and a new TME was created. The independence of TMME and TMEM was maintained 
and they became internal companies, while TMEM was renamed R&D Manufacturing 
Company.


The new TME took measures for the further localization of marketing and 
manufacturing operations that TMME and TMEM had promoted, and worked toward 
achieving the Europe 2010 Vision set in 2004 (which targeted sales of 1.2 million 
vehicles by 2010). Sales reached 1.24 million vehicles in 2007, achieving the target 
ahead of schedule. The new TME continued to take measures to further solidify its 
business foundations and autonomy.


Localization of Design and CSR Initiatives 
In research and development, Toyota Europe Design Development (ED2; pronounced 
"ee dee square") was established in 1998 under the direct management of TMC as an 
evolution of the Toyota Europe Office of Creation, the TMME division that was 
responsible for the design of the first-generation Yaris. In 2000, ED2 started operations 
in Nice, France, a site with a high concentration of outstanding designers.


Efforts were also made to enhance corporate image. TME established the Society 
Contribution Committee in 2002 to address corporate social responsibility, and 



additional support was provided to the corporate social responsibility activities of 
manufacturing and sales affiliates. TMC established the Toyota Fund for Europe in 
2005, and TME took over the provision of support for corporate social responsibility 
activities that TMC had previously performed.


In addition, TME joined the European Automobile Manufacturers' Association in 2008 in 
order to respond to changes in the European business environment, which was 
becoming increasingly severe as a result of tightening of EU CO2 regulations and 
intensifying sales competition, and to strengthen its operational foundation in Europe. 



Section 3. Expansion of Asian 
Markets and Developments in 

Oceania 
Item 1. From Stagnation to Growth


Asian Currency Crisis 
The Asian currency crisis that occurred following the plunge in the value of the Thai 
Baht in July 1997 quickly rippled out to neighboring countries, and national economies 
began shrinking. The automotive markets of member countries of the Association of 
Southeast Asian Nations (ASEAN) dropped sharply in 1998; Thailand was down 
approximately 24 percent and the Philippines down approximately 50 percent from 
each country's respective peaks in 1996, and Indonesia was down approximately 15 
percent and Malaysia down approximately 41 percent from their peaks in 1997.


From immediately after the currency crisis until the end of 2000, TMC progressively 
raised the retail prices of its cars to secure income and supported sales promotion 
measures by distributors in various countries, such as low-interest campaigns, as well 
as campaigns to draw more customers into service shops with limited-period 
discounting of parts. TMC also bolstered its financial status by increasing its 
investment in affiliates in the seven ASEAN member countries.


Following the Asian currency crisis, national economies began recovering after 
bottoming out in 1998, but interest rates remained high with the aim of stabilizing 
currencies, and automotive markets continued to slump. However, total demand in 
Thailand, Indonesia, Malaysia, and the Philippines set a record of 1.4 million units in 
2001, and in the following year total demand reached 1.68 million units, surpassing the 
pre-crisis peak of 1.44 million units in 1996.


Soluna and Vios Launched in Thailand and Other 
Countries 
The upheavals caused by the Asian currency crisis resulted in a situation in which 
automobile industries, which previously focused on the development of internal 



markets, had to withstand a growing onslaught of exports of completely built vehicles 
and parts from inside and outside the Asian region. TMC accelerated the development 
and introduction of passenger cars tailored to meet Asian tastes and stepped up its 
sales promotions including pan-Asian campaigns.


First, the Soluna, a passenger car exclusive to Asia, was launched in Thailand in 1997. 
The Soluna was developed jointly with Toyota Motor Thailand Co., Ltd. (TMT), and 
numerous customer preferences were reflected in the design and styling. The prices 
were set at levels affordable to middle-income earners, and the Soluna established a 
solid reputation from the time of its launch. Because of the immediately following 
currency crisis and the subsequent economic downturn, however, the Soluna was 
unable to play an adequate role as the vanguard of passenger cars for Asian markets, 
and it was necessary to terminate the series.


Soluna (1997)



The Corolla Altis was launched nearly simultaneously in each country in 2001, the first 
attempt of this type. When designing the Corolla Altis, numerous design features 
adapted for local tastes were incorporated into the Corolla, which had a well-
established image as a luxury vehicle in Asia. An integrated advertising campaign with 
Hollywood star Brad Pitt was conducted throughout Asia with "Break into Style" as its 
catchphrase. The following year, an integrated campaign for the Camry was conducted 
in six countries.


The Vios was launched in Thailand in 2002 as the successor to the Soluna and 
introduced in eight countries and regions including the ASEAN countries and Taiwan in 
2003. Introducing passenger cars designed for Asian markets and improving product 
education for dealers conducted by distributors in each country proved to be 
successful, and Toyota's share of the Asian passenger car market expanded.


IMV Project Commenced 
In conjunction with the expansion of production in Asia, the need for reciprocal 
supplies of parts within the region increased. TMC therefore established Toyota Motor 
Management Service Singapore Pte Ltd. (TMSS) in 1990 and introduced a brand-to-
brand parts complementation scheme within the ASEAN region. Later, a reciprocal 
parts supply system was created with the aims of enjoying tariffs benefits and lower 
costs through volume effects. This facilitated the rapid expansion of multi-country 
logistics setups for parts and vehicles known as MSP (multi-source parts) and MSV 
(multi-source vehicle).


As this reciprocal parts supply system was being developed, as a new global business, 
TMC set up a project in 2002 for the international division of roles for vehicles sold 
exclusively in overseas markets. This was the IMV (Innovative International Multi-
purpose Vehicle) project. IMV series vehicles, which are "Made by Toyota" rather than 
"Made in Thailand" or "Made in Japan", are supplied to more than 140 countries 
around the world. The IMV project, which consisted of three types of pickup trucks, a 
minivan, and an SUV based on a common platform, was set up as a reciprocal supply 
system aimed at achieving 100 percent local procurement.


Production of major components was divided, with diesel engines produced in 
Thailand, gasoline engines in Indonesia, manual transmissions in the Philippines and 
India, and so on, and vehicle assembly performed in four countries: Thailand, 



Indonesia, South Africa, and Argentina. The market launch of the IMV series began in 
Thailand and Indonesia in 2004. Also, in the same year, under the U-IMV (Under-IMV) 
project, a joint initiative undertaken with Daihatsu Motor Co., Ltd. for compact IMV 
series vehicles, production and sales of the Avanza (Xenia under the Daihatsu brand) 
began in Indonesia. The IMV project not only made use of the extensive know-how that 
TMC accumulated through its multinational logistics operations, it also led to an 
increase in the market share of Toyota vehicles in a number of emerging market 
countries.


TMC Senior Managing Director Akio Toyoda, who oversaw the IMV project, noted 
during an interview conducted in October 2004 for an in-house publication that 
Toyota's globalization had entered a phase of establishing more efficient supply 
systems on a worldwide scale. He was quoted as saying, "We hope to be able to 
provide more appealing products at more affordable prices and at equivalent periods of 
time to customers around the world."


IMV series vehicles released in Thailand (2004)



The IMV project gradually increased its production and sales volume, achieving total 
sales of five million units around the world in March 2012, 10 years after the project's 
inception.


Taiwan Enters a Period of Maturation 
The Taiwanese automotive market entered a period of maturation in the 1990s. 
Passenger cars accounted for more than 70 percent of the market, and after peaking at 
577,000 vehicles in 1994, the market gradually contracted.


In 1997, the Japanese and Taiwanese governments reached agreement on phased 
liberalization of automotive commerce. In response, Toyota introduced Lexus-brand 
vehicles and sold nearly 3,000 units in Taiwan in 1999.


In the early 2000s, even as the market continued its downward trend, sales of Toyota 
vehicles were strong, increasing from a little more than 100,000 units in 1994 to a 
record high of 150,000 units in 2005. Toyota also surpassed Mitsubishi Motors 
Corporation for the top position in market share in 2002, and Toyota's share reached 

Avanza, a vehicle jointly developed with Daihatsu Motor Co., Ltd., 
released in Indonesia (2003)



38 percent in 2009. In 2010, however, a recall caused sales to fall to 102,000 vehicles 
and Toyota's share to drop to 31 percent.


TKM Established in India 
In India, TMC established Toyota Kirloskar Motor Private Ltd. (TKM) as a joint venture 
with Kirloskar Group in 1997 and began local production. Automobile demand in India, 
which was undergoing rapid economic growth, exceeded 1 million vehicles for the first 
time in 2003, and jumped to more than 2 million vehicles in 2007, becoming one of the 
world's leading markets. Toyota progressively introduced vehicles series into the 
market, including the Qualis in 1999, the Corolla in 2002, and the IMV series Innova 
minivan in 2005. By 2007, Toyota sales surpassed 50,000 units.


Later, new models were introduced including the IMV series Fortuner SUV in 2009, and 
the sales and service network was developed further. As a result, the number of 

IMV-series Innova minivan released in India (2005)



dealers in India grew from 22 in 2000 to 166 in 2011. Measures were also taken to 
increase sales outlets and train sales staff with the intention of introducing a newly 
developed compact car under the Entry Family Car (EFC) project focusing on family-
targeted entry-level vehicles.


TMV Established in Vietnam 
Toyota Motor Vietnam Co., Ltd. (TMV) was established in 1995 and began producing 
the Corolla and Hiace in 1996. Since then, sales of Toyota vehicles have steadily 
increased, rising from the 1,000 vehicle level in 1997 to exceed 10,000 vehicles in 2003 
and jumping to the 30,000 vehicle level in 2009. Toyota's market share rose from the 20 
percent-to-30 percent range in the 1997-to-2004 period to the 30 percent-to-40 
percent range after that, and Toyota has maintained the top position since 1998. During 
this time, the sales network, which initially comprised four dealers, was expanded, and 
in 2010 totaled 23 dealers and 27 outlets.


TMV opening ceremony (1996)



South Korea Lifts Ban on Imports 
South Korea had effectively banned imports of Japanese motor vehicles because of its 
trade deficit with Japan and to protect its domestic industry-however, the ban was 
lifted in July 1999. Toyota made test sales of the Avalon manufactured in the United 
States in 1996 and the Camry, also manufactured in the United States, in 1999, but 
sales were limited to the 500 vehicle range because of the price difference with South 
Korean automobiles and the effects of the Asian currency crisis.


In 2000, TMC established Toyota Motor Korea Co., Ltd. (TMKR) in Seoul as a general 
importer and sales agent, and TMKR began selling Lexus brand vehicles in 2001. 
Lexus brand vehicles were the best selling imported vehicles in South Korea for two 
consecutive years starting in 2005 and exceeded the 7,000 vehicle level in 2007. In 
2008, TMKR announced a plan to import Toyota brand vehicles, and sales of four 
series including the Prius and Camry began in October 2009.


Announcement of the sale of Toyota brand vehicles in South 
Korea(2008)



Market Share Reaches Record High in Australia 
Thanks to strong economic growth, a reduction of tariffs, the introduction of vehicles 
from South Korea, the automotive market in Australia (part of the Oceania region) grew 
at a steady pace in the late 1990s. The market underwent a temporary setback as a 
result of the effects of the global financial crisis in 2009, but returned to the 1 million 
vehicle level in 2010.


Sales of Toyota vehicles were sluggish as a result of the drastic decline in the value of 
the Australian dollar in 1985, and it took more than a decade for them to recover to 
their pre-1985 level, reaching 159,000 vehicles in 1998. Later, sales volumes grew 
steadily, reaching 246,000 vehicles in 2008 with a market share of 24.3 percent.


Item 2. Expansion of Production Sites

Thailand Becomes a Key Player 
Production in Asian countries suffered a temporary setback as a result of the 1997 
currency crisis, but this was used as an opportunity to expand the intra-region 
reciprocal supply system. When the IMV project was launched in the early 2000s, 
production was expanded and Asia's role as an export base was reinforced.


TMT built a second plant, the Gateway Plant, as an exclusive passenger car production 
facility in 1996, immediately prior to the currency crisis, and started producing the 
Corona there. In line with this, the No. 1 Samrong Plant switched to production of 
commercial vehicles. Also, Siam Toyota Manufacturing Co. Ltd., a Thailand-based 
component plant, established a casting facility that same year and began integrated 
engine production.


At TMT's Gateway Plant, production preparations were made for the Soluna, the first 
vehicle designed specifically for Asian markets, which was launched first in Thailand in 
1997. The effects of the currency crisis, however, had a direct impact, and production 
performance slumped. In 2001, following recovery from the currency crisis, sweeping 
improvements were made to the Corolla, and production of the Corolla Altis, a vehicle 
designed specifically for Asian tastes, commenced. Production of the redesigned 
Camry and the Vios (the successor to the Soluna) began in 2002, and production of the 
Wish started in 2003. Later, as production capacity was increased, the Yaris was added 
to the production vehicle lineup in 2006, and the Corolla Altis underwent a complete 



redesign in 2008. In addition, production of the Camry Hybrid, the first hybrid vehicle in 
Thailand, began in 2009, and production of the Prius started in 2010.


TMT began intra-regional exports of the Hilux Vigo, a pickup truck that the Samrong 
Plant began producing in November 2004 under the IMV project, and expanded 
exports to Europe, Oceania, and other regions in 2005. TMT also began producing the 
Fortuner, an IMV series SUV, that same year and began exporting them to various 
Asian and Middle Eastern countries.


In 2007, TMT's No. 3 plant, the Ban Pho Plant, began producing the Hilux. Production 
at Thai Auto Works Co., Ltd. (TAW) was temporarily suspended in 2010, and production 
of the Fortuner that had been conducted there was transferred to the Ban Pho Plant.


In this way, domestic production in and exports from Thailand gradually expanded from 
the second half of the 1990s. TMT's cumulative production reached 2 million units in 
2004 and 5 million units in 2010, and its cumulative IMV exports reached 1 million 
units, firmly positioning TMT as a key player within the global Toyota framework.


Hilux VIGO line-off ceremony at TMT (2004)



Indonesia Begins Exports Within and Outside ASEAN 
Toyota's Cumulative production in Indonesia reached 1 million units in 1996, the same 
year that PT. Toyota-Astra Motor (TAM) marked 25 years since its foundation. 
Construction of the Karawang Plant began that year, and operations began in 1998, 
but production growth was sluggish as a result of the effects of currency crisis.


In 2003, TAM's manufacturing and sales functions were split in order to make 
Indonesia into a major supply base for IMV models. TAM was renamed PT. Toyota 
Motor Manufacturing Indonesia (TMMIN) and put in charge of manufacturing 
operations, while the newly established distributor adopted the TAM name.


In 2004, TMMIN began producing the Kijang Innova, an IMV minivan, and began 
exports to other ASEAN countries. Exports were expanded outside the region in 2005. 
In addition, production and sales of the Avanza started in 2004 as part of the U-IMV 

TMT Ban Pho Plant (2007)



project. Meanwhile, with respect to sedan passenger cars, production of the Corolla 
was terminated in 2003 and the Camry in 2004. A switch was made to imports from 
Thailand from the perspective of optimizing production within the ASEAN region in 
conjunction with the introduction of a preferential tariff system within ASEAN.


The construction of the No. 2 Plant on a site adjacent to the Karawang Plant was 
announced in September 2011, the 40th anniversary of TAM's establishment. The new 
plant will have a production capacity of 70,000 vehicles annually, and operations are 
scheduled to begin in early 2013 with production of a new series. Production capacity 
will be increased to 120,000 vehicles in early 2014, and the combined capacity of the 
No. 1 and No. 2 Karawang Plants will be 230,000 vehicles. Plans also call for an 
increase in exports.


Ceremony held at TAM to mark cumulative production of one million 
vehicles (1996)



Vios and Innova Production Started in the Philippines 
The Santa Rosa Plant was constructed in the Philippines as the passenger car plant of 
Toyota Motor Philippines Corporation (TMP) and began producing the Corolla in 
January 1997. As a result, TMP's annual production capacity including existing plants 
rose to the 60,000 unit level. In 1998, however, production volume decreased to the 
10,000 unit level, about one-third the volume of the previous year, as a result of the 
currency crisis.


Even so, the effects of the currency crisis were relatively minor in the Philippines 
compared to Thailand and Indonesia. Regional tariffs were reduced in January 2003 in 
accordance with ASEAN rules, and regulations on domestic production were abolished 
pursuant to a demand by the WTO to the Philippines. Excise taxes, however, were 
revised, and the taxes on multi-purpose vehicles such as Toyota's Tamaraw utility 
vehicle were increased while those on passenger cars and small SUVs decreased, 
resulting in higher in-region imports of the vehicles subject to lower taxes. As a result, 

TMMIN (c. 2003)



Toyota's production in the Philippines focused on two series-the Vios and the Innova-
and a switch was made to imports from Thailand for other series.


In 2008, the Japan-Philippines Economic Partnership Agreement (EPA) took effect and 
import duties on completely built vehicles from Japan were reduced. In response, five 
Philippine automakers including Toyota and members companies of the Motor Vehicle 
Parts Manufacturers Association of the Philippines established the Philippine 
Automotive Competitiveness Council Inc. in 2009.


Toyota Autoparts Philippines Inc. (TAP), a Philippine-based parts manufacturer, was 
positioned as a supply base for transmissions used on IMV series vehicles. In 2006 
TAP manufactured 180,000 transmissions of which 170,000 were exported to 10 
countries and regions including Thailand and Indonesia. In addition, TAP began 
production of the R-type transmission in 2008, and total annual production capacity 
was increased from 150,000 units to 330,000 units.


Line-off of TMP's 400,000th vehicle produced (2008)



TABM Established in Malaysia 

In Malaysia, TMC outsourced Avanza production to Perusahaan Otomobil Kedua Sdn 
Bhd starting in 2005, and Assembly Services Sdn. Bhd. (ASSB), a joint venture 
company, began production of the IMV Hilux, followed then by the Innova, and then the 
Fortuner. That same year, Toyota Auto Body Co., Ltd. established Toyota Auto Body 
Malaysia Sdn. Bhd. (TABM) as a wholly owned subsidiary, and TABM began producing 
bumpers, instrument panels, and other parts for IMV minivans and U-IMV vehicles in 
2006. The finished parts were supplied to ASSB and Perodua.


Kuozui Motors Expands in Taiwan 
Outside of ASEAN, Taiwan-based Kuozui Motors, Ltd. began operations at its Kuan Yin 
Plant, a commercial vehicle-only assembly plant with an annual production capacity of 

Fortuner released in Malaysia (2005)



30,000 vehicles, in 1995. Kuozui simultaneously increased the production capacity of 
its Zhongli Plant, a passenger car-only plant, and the combined production capacity of 
the two plants was 110,000 units annually. The following year, Kuozui merged with 
Fengyung Corporation, a parts manufacturer, and reinforced management systems and 
raised efficiency in manufacturing.


Kuozui expanded both plants in 2005 and 2006, increasing the capacity of the Kuan 
Yin Plant to 60,000 units annually and the Zhongli Plant to 100,000 units annually. 
Kuozui began exporting the Corolla to the Middle East in 2009, but prior to this, TMC 
increased its controlling ratio in the company in 2008 and positioned it as a global 
supply base.


Annual Production in India Increased to 310,000 Units 
In India, TKM, in addition to producing the Qualis at its plant in Bangalore, began 
Corolla production in 2002 and Innova production in 2005. Production of a third series, 
the Fortuner, began in 2009.


Toyota Kirloskar Auto Parts Private Ltd. (TKAP) was established in 2002 as a joint 
venture parts manufacturer, and TKAP began producing and exporting IMV 
transmissions in 2004.


Completion ceremony at Kuozui Motors' Kuan-Yin Plant (1995)



To reinforce business in India, which was undergoing astonishing economic growth, 
TKM announced in 2008 the construction of a second plant in accordance with the 
EFC project. A groundbreaking ceremony was held in July of that year, and production 
of the Etios, a compact sedan developed for the domestic Indian market, began in 
December 2010. As a result, TKM's total production capacity including its No. 1 Plant 
(80,000 units) increased to 150,000 units annually.


In June 2011, TKM's No. 2 Plant began producing the Etios Liva, a hatchback version 
of the Etios, and the vehicle was introduced to the market. In July that year, a decision 
was made to substantially increase production capacity to 100,000 units at the No. 1 
Plant and 210,000 units at the No. 2 plant for a total capacity of 310,000 units annually 
in 2013.


IMC Established in Pakistan 
In Pakistan, Indus Motor Co. Ltd. (IMC), a joint venture between the Pakistan-based 
House of Habib and Toyota Tsusho Corporation, began complete-knockdown 
production (kit assembly) of the Corolla in 1993. Later, IMC began producing the Hilux 
in 1996 and the Cuore, which was manufactured on a mixed production line with 
Daihatsu vehicles, in 2000. In 2005, Corolla delivery was backlogged, so painting 
facilities were expanded and production capacity increased, and in 2008 a stamping 
plant was built.


In 2007, IMC achieved record production of 51,000 vehicles (including 36,000 
Corollas), sold a total of approximately 40,000 Toyota vehicles, and acquired a 19 
percent market share.


IMC (c. 2003)



Production Sites Consolidated in Australia 
In Australia, United Australian Automotive Industries (UAAI), a joint venture with 
General Motors Corporation (GM, now General Motors Company), began construction 
of the new Altona Plant in 1992. The new plant was built on a site adjacent to the 
existing Altona Plant, so it was possible to consolidate three dispersed sites including 
the old Altona Plant, add body, painting, and assembly processes, and increase 
production capacity. The new plant had an annual production capacity of 100,000 
vehicles and began production of the Corolla, Camry, and other vehicles in 1994.


In 1996, the joint venture with GM was dissolved, and Toyota Motor Corporation 
Australia Ltd. (TMCA)—which was under UAAI, TMC’s production subsidiary in 
Australia—restarted as a company that was wholly owned by Toyota Motor Sales 
Australia. TMCA strengthened its export operations, and, also in 1996, began exports 
of the Camry to the Middle East, increasing these exports to more than 100,000 units 
in 2007. Production of the Camry Hybrid began in 2009.


Item 3. Intra-Regional Support Systems Developed

Support Systems and R&D in Production and Sales 
Marketing coordinating functions for Southeast Asia were performed by TMSS. In 
2001, TMSS was renamed Toyota Motor Asia Pacific Pte. Ltd. (TMAP, now TMAP-MS) 
and was given a larger structure. With the aim of reinforcing support to subsidiaries in 
the ASEAN region (which was undergoing economic consolidation), TMAP also 
undertook support for vehicle sales, marketing, and after-sales services, training for 
distributors in each country, and import/export operations for completely built vehicles 
and spare parts inside and outside the region.


From the second half of the 1990s and thereafter, globalization rapidly progressed and 
human resource development in production fields became an urgent task in regions 
around the world. TMC responded to these developments by establishing the Global 
Production Center (GPC) in its Motomachi Plant in Toyota City in 2003. The GPC 
established branches in major regions around the world and created the Asia Pacific 
Global Production Center (AP-GPC) within TMT in 2005. The AP-GPC conducted 
training for staff in Thailand, and in August 2006 it adopted the role of training center 
for all of Asia.




Global Production Center (c. 2006)

TMAP established in Thailand (2006)



In July of that year, Toyota Motor Asia Pacific Co., Ltd. (TMAP Thailand) was 
established within TMT and assumed responsibility for AP-GPC's management as well 
as the production, procurement, and logistics support for manufacturing affiliates in 
Asian countries. As a result, both TMT and TMAP-MS developed production and sales 
support systems.


In the research and development area, the Toyota Technical Center Asia Pacific 
(Thailand) Co., Ltd. (TTCAP-TH) was established in 2003 as the third development site 
outside Japan following the United States and Europe, and operations began in 2005. 
TTCAP-TH developed bodies and exclusive specifications that reflected preferences in 
Asian markets, establishing development systems to incorporate local needs.


TMAP Thailand and TTCAP-TH merged in 2007 to form Toyota Motor Asia Pacific 
Engineering and Manufacturing Co., Ltd. (TMAP-EM). The role of the new company 
was to integrate operations in Asia from development to production preparations, 
production, procurement, and logistics, to reinforce operations by each production 

TMAP-EM established (2007)



affiliate, and to support further localization. TMAP-EM also collaborated with TMAP-MS 
to promote further autonomy in Asia through integration of manufacturing and sales.


Corporate Social Responsibility Activities 
To support corporate social responsibility activities in Asia, TMT opened the Toyota 
Education and Training Center (TE&TC), a comprehensive training center, in 1997 and 
opened its doors to educators from universities and other institutions.


In 1998, the Toyota Automotive Technology School (TATS) was established in Thailand 
as the first two-year advanced automotive training school operated by an automaker. 
TATS and TE&TC were able to acquire national certification as automotive mechanics 
for the students that they trained.




Section 4. Expanding Business 
in China Through Joint Ventures 
Item 1. Production Sites Expanded


Four Parts Manufacturing Joint Ventures Established 
The Policies for the Automobile Industry announced by the Chinese government in 
1994 followed the 1992 "three large, three small, two micro" policy and called for the 
development of the automobile industry as a core industry including parts 
manufacturing. At the same time, strict regulations concerning the introduction of 
foreign capital were adopted, prohibiting a foreign company from establishing more 
than two automobile-manufacturing joint ventures with different Chinese partners. This 
was referred to as the "two card" system.


The only Chinese company with which TMC could form an alliance at that time was 
Tianjin Automobile Industry Group Co., Ltd., with which Daihatsu Motor, a group 
company, already had a technical partnership. In response to a policy to strengthen the 
automotive parts industry announced by the Chinese government, TMC established 
the Toyota China Domestic Production Technical Support Center (now Toyota Motor 
Technical Center (China) Co., Ltd.) in 1995. Between 1995 and 1997, TMC established 
four joint ventures to manufacture major components and parts.


The four companies were as follows: Tianjin Fengjin Auto Parts Co. Ltd. (TFAP, 
established in 1995), a manufacturer of axles and differentials; Tianjin Toyota Engine 
Co., Ltd. (now Tianjin FAW Toyota Engine Co., Ltd. (TFTE) established in 1996), an 
engine manufacturer; Tianjin Toyota Forging Co. Ltd. (TTFC, established in 1997), a 
manufacturer of forged parts; and Tianjin Jinfeng Auto Parts Co. Ltd. (TJAC, 
established in 1997), a manufacturer of propeller shafts and other parts. TMC's efforts 
to develop the automotive parts industry in the Tianjin region led to a later passenger 
car joint project with Tianjin Automobile Industry Group.


Sichuan Toyota Motor Established 
TMC proceeded with a commercial vehicle joint production project in the Sichuan area, 
negotiating with Sichuan Tourer Manufacturing concerning production of the Coaster 



microbus. The Coaster, which was exported from Japan as a completely built vehicle, 
was popular in China, and the central and local governments as well as several 
automakers were eager to produce it locally.


The project planned to use the stamping dies for the previous Coaster model (which 
was undergoing a redesign in Japan in 1993) and the production line for its engine (the 
production of which was to be terminated shortly) was to be relocated from Japan. The 
aim was to keep capital investment in facilities low so products could be supplied at 
affordable prices. There were concerns, however, that the part of the plan that 
described production of a "prior model" conflicted with a provision of the Policies for 
the Automobile Industry that prohibited technology transfer projects if the projects 
involved products that were no longer produced in their home country.


In order to carry out the project for the Coaster, which was desired by the central 
government, TMC engaged in determined negotiations with permitting agencies, the 
Sichuan provincial government, and Sichuan Tourer Manufacturing. As a result, 
agreement was reached on implementation of the project for a Coaster newly designed 
specifically for the Chinese market, and Sichuan Toyota Motor Co., Ltd. (now Sichuan 
FAW Toyota Motor Co., Ltd. (SFTM)) was established in 1998 with a 50 percent stake 
held by Sichuan Tourer Manufacturing, 45 percent held by TMC, and five percent held 
by Toyota Tsusho Corporation. Sichuan Toyota Motor conducted a line-off ceremony 
for the first Coaster in December 2000.


Tianjin Toyota Motor Established and Alliance Formed 
with FAW Group 
Based on the results of the reinforcement of the automotive parts industry in the 
second half of the 1990s, the project with Tianjin Automobile Industry Group moved 
forward with a plan for a successor to the Xiali, which had been produced through a 
technology alliance by Daihatsu Motor and Tianjin Automobile Industry Group. The 
result was the establishment of Tianjin Toyota Motor Co. Ltd., a joint venture with 
Tianjin Automobile Industry Group, in June 2000 and the start of production of the Vios, 
a much desired passenger car, in October 2002.


Meanwhile, in August 2002, TMC entered into a basic agreement for the development 
of strategic and long-term joint business with the China FAW Group Corporation (FAW), 
the corporate group with which TMC had contacts-including technology exchanges-



since the end of the 1970s. FAW, along with Shanghai Automotive Industry (Group) 
Corporation and Dongfeng Motor Group Co., Ltd., made up China's "Big Three" 
automobile manufacturers. A collaboration agreement signing ceremony was held that 
month at the Great Hall of the People in Beijing with FAW President Zhu Yanfeng and 
TMC President Fujio Cho attending.


Prior to signing the agreement, FAW formed a capital partnership with Tianjin 
Automobile Industry Group in June 2002 and reached agreement on collaboration with 
Sichuan Tourer Manufacturing in August of that year. As a result of this series of 
agreements, TMC, Tianjin Automobile Industry Group, and other joint venture partners 
established an integrated business with FAW.


In 2003, Tianjin Toyota Motor was reorganized as Tianjin FAW Toyota Motor Co., Ltd. 
(TFTM). After adding the Corolla to the No. 1 Line of its Xiqing Plant in 2004, TFTM 
constructed a second line at its Tianjin Economic-Technological Development Area 
(TEDA) Plant and began producing the Crown and Reiz in 2005. In addition, a third line 

Ground-breaking ceremony at Tianjin Toyota Motor Co., Ltd. (2000)



was constructed at the TEDA Plant in conjunction with the launch of the new Corolla in 
2007, and production of the RAV4 began on that line in 2009.


Sichuan Toyota Motor began producing the Prado in 2003, and when Sichuan Tourer 
Manufacturing's stake in the company was transferred to FAW in 2005, Sichuan Toyota 
Motor's name was changed to Sichuan FAW Toyota Motor Co., Ltd. (SFTM). Also, 
Changchun FAW Fengyue Automobile Co., Ltd., which had been producing the Land 
Cruiser, was put under the umbrella of SFTM, which reestablished it as a subsidiary 
renamed as SFTM Chanchun Fengyue Co. The new company's production facilities 
became the first to build the Prius outside of Japan in December 2005. Later, in 2010, 
SFTM relocated to the Chengdu Economic and Technological Development Zone in the 
Longquanyi District of Chengdu and constructed a new plant. The new plant increased 
annual production capacity from the 13,000 units at the former plant to 30,000 units 
and produced the new Prado.


Joint press conference with Tianjin FAW Toyota Motor Co., Ltd. in 
Tokyo (2003)



Guangzhou Toyota Begins Production 
Following the Sichuan and Tianjin projects, a project implemented with Guangzhou 
Automobile Group Co., Ltd. (GAC) in the 2000s also bore fruit. In 2004, GAC Toyota 
Engine Co., Ltd. (GTE) and Guangzhou Toyota Motor Co., Ltd. (now GAC Toyota Motor 
Co., Ltd. (GTMC)) were established.


Guangzhou Toyota Motor began producing the Camry in 2006 and the Yaris in 2008. 
Later, the company built a new production line and began producing the Highlander in 
2009 and the Camry Hybrid in 2010. This was the second hybrid vehicle produced in 
China following the Prius, production of which started in Changchun in 2005. GTE 
began producing engines for export in 2005, and started supplying engines for the 
Camry produced in China in 2006.


Start of Prius production in China announced at 4th Changchun 
International Auto Expo (2005)



Item 2. Responses to Rapid Increases in Automobile 
Production


Sales Structures Developed 
In the 1990s, TMC's business in China was centered on the export of completely built 
vehicles from Japan. In 1993, Toyota Motor (China) Ltd. (TMCL) was established jointly 
with Toyota Tsusho as the first distributor in China to develop existing trading company 
routes. At the time, the establishment of trading companies with foreign capital was 
prohibited on the Chinese mainland, so TMCL was established in Hong Kong. TMCL 
gathered Toyota Authorized Service Stations and Toyota Authorized Parts Dealers 
under its umbrella, focused on development of sales networks in anticipation of the 

New Camry production starts at Guangzhou Toyota Motor Co., Ltd. (2006)



full-scale launch of local production projects, and established a foundation for the 
authorized dealers that would come later.


In 2001, the year before Tianjin Toyota Motor (now TFTM) commenced production, 
Toyota Motor (China) Investment Co., Ltd. (TMCI) was established in Beijing to 
coordinate sales operations. TMCI assumed marketing functions for vehicles produced 
by Tianjin Toyota Motor.


Following the creation of the alliance with FAW and the start of full-scale joint 
production in Sichuan and Tianjin, FAW Toyota Motor Sales Co., Ltd. (FTMS) was 
established as a joint venture with FAW in 2003. As a result, FTMS began handling 
FAW Toyota Motor joint production vehicles. Later, Guangzhou Toyota Motor (now 
GTMC) began production in 2006, and the company established systems to handle 
sales of the vehicles it produced. The result was the creation of a two-channel sales 
network for vehicles produced in China.


Ceremony marking establishment of FTMS (2003)



TMCI sought to handle imports of both Toyota and Lexus brand vehicles, but obtaining 
approval required considerable time. After China joined the WTO in 2001, the 
restrictions on foreign capital were gradually eased, and when TMCI increased its 
minimum capital, it was recognized by the Chinese government in 2004 as a Toyota 
regional headquarters. Also, pursuant to the Automobile Brand Sales Implementation 
Management Law promulgated and put into effect in 2005, TMCI received approval to 
conduct trade and wholesale operations in the automotive business, and it became a 
distributor of imported Lexus and Toyota brand vehicles. In conjunction with this 
development, Hong Kong-based TMCL terminated operations at the end of that year 
and all business was transferred to TMCI.


Development of Logistics Networks 
As joint venture production projects began full-scale operations from the year 2000, 
and as a result of the rapid growth of the Chinese market, production of Toyota 
vehicles increased sharply. This caused logistics related issues to become increasingly 
prominent. FAW Toyota vehicles and Guangzhou Toyota Motor vehicles were 
distributed through separate networks, and it became necessary to address the 
declining efficiency, high costs, and long lead times.


To deal with these issues, FAW, GAC, and TMC made joint investments to establish 
Tong Fang Global Logistics Co., Ltd. (TFGL) in 2007. TFGL was set up to create a 
state-of-the-art logistics system adapted to local conditions that was centrally 
managed, highly efficient, based on TMC's production and logistics practices, and 
drew from FAW and GAC expertise in logistics in China.


In 2003, the Chinese government announced the Automobile Financing Company 
Management Law to respond to the rapid expansion of the automotive market and as a 
part of its policies of opening up to foreign capital. In response to this development, 
TMC obtained approval to establish an automobile financing company in December of 
that year and established Toyota Motor Finance China Co., Ltd. in Beijing. The 
company provides automobile sales financing and inventory financing operations for 
authorized dealers.


Human Resource Development Measures 
TMC's production projects in China began with the signing in 1988 of an agreement for 
the provision of technology assistance related to the Hiace to Shenyang Jin Bei 



Automotive Industry Corporation Ltd. TMC used this opportunity to increase 
exchanges and corporate social responsibility activities in various automotive fields, 
including cooperation in human resource development and environmental measures 
and implementation of traffic safety campaigns in China.


Following the formation of the alliance with Shenyang Jin Bei Automotive Industry, the 
Technical Training Center of Toyota Jin Bei of China Automotive Industry was opened in 
1990 and contributed to the development of China's automobile industry through the 
continuous training of technicians. The center was established jointly by TMC and 
Shenyang Jin Bei Automotive Industry at Shenyang Jin Bei Automotive Industry's plant 
site in Shenyang, Liaoning Province with support from the China Association of 
Automobile Manufacturers. The center was formally opened at a completion ceremony 
conducted in 1991 with TMC President Shoichiro Toyoda in attendance.


The Technical Training Center of Toyota Jin Bei of China Automotive Industry was 
designated as a key technical training center by the government from the time it 

Toyota Study Assistance Fund established in China (2006)



opened, and many of its students excelled at the Skills Competition held in China. 
Graduates work at Toyota affiliates as well as a wide range of automotive related 
companies throughout China. TMC has continued multi-year support programs since 
1989, and, in the seventh round from 2009 to 2011, helped outstanding educators and 
students undergo training in Japan and increased the size of scholarships. Liaoning 
Province recognized the accomplishments of the center in training technicians, and in 
2009 the center was renamed the Liaoning Toyota Jinbei Technician Institute.


Other programs for supporting human resource development included the provision of 
research subsidies to Tianjin University and Tsinghua University and conducting 
automotive and environmental technical courses from 1996 to 1998. Also, in 2006, 
TMC established the Toyota Study Assistance Fund jointly with the Soong Ching Ling 
Foundation as a scholarship program to support students in mid-western China.




Section 5. Latin America, Africa, 
and Middle East 

Item 1. Responding to Market Growth

and Expansion


Integration of the Latin American Market 
Since 2000, the Latin American automotive market has been growing at a rapid pace 
supported by economic growth brought on by surging energy costs and increasing 
prices for minerals, and grains, as well as the expansion of regional economic tie-ups 
such as the Common Southern Market (Mercosur) and the Andean Community of 
Nations (CAN).


Mercosur aimed to achieve completely free trade within its region by 2006. Efforts to 
that effect included the elimination of all tariffs among its members in 2000, with the 
exception of cars and sugar. CAN was also able to build a free trade zone with the 
elimination of tariffs by Peru. To respond to these events, Toyota Motor Corporation 
(TMC) established Toyota Mercosur in 2003 as a virtual organization for centrally 
managing Toyota do Brasil Ltda. (TDB) and Toyota Argentina S.A. (TASA). Toyota 
Mercosur was established to build a system for carrying out optimum and flexible 
operations in Latin America by centrally managing and operating procurement, 
manufacturing, sales, and management operations as the production operations in 
Brazil and Argentina were getting firmly under way.


At the time Toyota Mercosur was established in Latin America, there were also active 
movements toward integrating economic zones. In 2005, the nations belonging to 
Mercosur and CAN concluded a free trade agreement (FTA), making CAN members 
associate members of Mercosur. Meanwhile, in 2003, an automobile agreement 
between Mercosur and Mexico went into effect and the four Mercosur member nations 
and Mexico concluded bilateral FTAs.


In this way, Mercosur expanded beyond its original region and evolved into a free trade 
zone for cars and parts in the Pan-Latin American region, including Mexico, which is a 
member of the North American Free Trade Agreement (NAFTA). With the Pan-Latin 



American region in its sights, in 2002 TMC established regular workshops run by 
hands-on distributor staff members in various countries in order to strengthen area 
marketing activities. Furthermore, TMC developed people with working experience at 
distributors into trainers specializing in local regions, and set up an educational 
subcommittee in 2003 and regional councils in the field of advertisement and public 
relations in 2006, as part of its area marketing activities.


Trends in Latin America 
In terms of the trends in each country and region, Brazil, the largest market in Latin 
America, experienced a stagnating economy in the late 1990s due to the effects of the 
international financial uncertainty at the time. Consequently, the demand for cars also 
remained sluggish from 1998 through 2004. Later, thanks to robust exports of industrial 
and agricultural products, sales of cars began to grow. Toyota's sales in Brazil 
exceeded 20,000 vehicles in 2000, 50,000 in 2004, and 72,000 in 2007.


In Argentina, meanwhile, the economy fell into crisis and the government stopped 
making payments on its foreign debt in 2001. Consequently, the automotive market, 
which had stayed between 300,000 and 400,000 vehicles in the second half of the 
1990s, fell to slightly above 100,000 in 2002. Toyota's sales volume shrank dramatically 
from 13,000 vehicles in 1998 to around 5,000 in 2002, exacerbated by the fact that the 
Hilux model, which had been the mainstay, was nearing the end of its model cycle.


Subsequently, factors such as steep rises in global grain prices helped the Argentinean 
economy recover quickly and demand for cars also regained traction, reaching the 
historical high of 573,000 vehicles in 2007. Toyota's sales also recovered, reaching a 
record level of 17,000 in 2005 and a higher record level of 29,000 in 2007, thanks to 
robust sales of the Hilux and the Brazilian-made Corolla.


The Venezuelan car market alternately shrunk and expanded beginning in the late 
1990s, greatly affected by fluctuations in the price of crude oil. However, the market 
continued to expand from 2004 to 2007, helping TMC increase its sales from 6,000 
vehicles in 2003 to 54,000 in 2007.


In Mexico, where Toyota had been absent for nearly 40 years since ceasing business in 
the country in 1964, TMC resumed operations there by establishing Toyota Motor Sales 
de Mexico S. de R.L. de C.V. (TMEX) in 2001, for selling and servicing Toyota vehicles. 
Taking advantage of NAFTA, Toyota first began introducing cars made in North 



America, such as the Corolla and Camry. Then, utilizing the tariff-free arrangement 
based on the automotive agreement between Mexico and Argentina, Toyota began 
importing and selling the Argentinean-made Hilux in 2003 and the IMV (Innovative 
International Multi-purpose Vehicle) in 2006. In addition, as the 2005 Economic 
Partnership Agreement between Japan and Mexico went into effect, Toyota enhanced 
its product lineup in the Mexican market by increasing the number of vehicles imported 
from Japan. As a result, Toyota's sales reached 66,000 vehicles in 2007.


Toyota continued to increase its sales volume in the Latin American market through 
2007. Sales volume shrank due to the impact of the Lehman Brothers bankruptcy and 
the foreign currency issues in Venezuela, but sales volumes are now in recovery mode 
after bottoming out in 2009.


Trends in Africa 
In Africa, Toyota increased its sales from 122,000 vehicles in 2000 to 314,000 in 2007. 
In South Africa, the locally produced Hilux, Hiace, Corolla, and Camry sold well in 
2004, helping Toyota reach a record sales volume of approximately 110,000 vehicles 
and thereby break through the 100,000 mark for the first time. Furthermore, taking 
advantage of a South African policy for promoting the domestic automobile industry 
that cancels import tariffs on cars imported by an automaker equivalent to the number 
of cars it exports from South Africa) Toyota launched many import models there, i.e., 
the Quantum and Yaris in 2005 and the Avanza and Avensis in 2006. Due to efforts to 
strengthen Lexus sales and other initiatives, Toyota sold more than 150,000 vehicles in 
South Africa in 2007. Starting in 2008, the sales volume for the entire African region fell, 
but sales have been continually recovering since hitting rock-bottom in 2010.


In South Africa, Toyota established its South Africa Foundation in 1989, through which 
it carried out social contribution activities primarily in the educational field, for example, 
implementing the Toyota Teach teacher-training program in 1992. Furthermore, 
because AIDS had become a serious social problem in South Africa, Toyota has also 
promoted a program to train AIDS education specialists called "Peer Educators".


Trends in the Middle East 
In the Middle East, the demand for cars grew dramatically as crude oil prices rose. 
Toyota's sales volume increased from 169,000 vehicles in 2000 to 590,000 in 2008, 
thanks to TMC-led active sales promotion policies and enhancements to various 



facilities such as showrooms and service/parts centers by the distributors in various 
countries. Subsequently, Toyota's sales volume fell below 500,000 in 2009, but 
recovered to a level above 500,000 in 2010, where it has since remained.


In the Middle East, the distributors in various countries have been active in corporate 
social responsibility activities. In Saudi Arabia, for example, Abdul Latif Jameel Co. Ltd. 
(ALJ) was instrumental in establishing the Saudi Japan Automobile High Institute in 
2002. ALJ also set up a scholarship system and has been operating community 
centers. Additionally, in Oman, Saud Bahwan Automotive LLC has been operating a 
school for the blind and a facility for the physically challenged.


Ceremony commemorating 50th anniversary of distributor agreement 
being signed with ALJ in Saudi Arabia (2005)



Item 2. Production Site Expansion


Regaining ground with the second-generation Corolla 
- Brazil 
In Brazil, TDB began producing the Corolla at its Indaiatuba Plant, its second plant, in 
1998. However, beginning in 2000, TDB's production stagnated at a low level following 
a sharp drop in exports to Argentina, which was facing a financial crisis.


To resolve this situation, TMC made a decisive move to redesign the Corolla in 2002, 
shifting from complete-knockdown production (kit assembly) to full-scale local 
production. During this step, Toyota built a new stamping plant, expanded parts supply 
from the Sao Bernardo Plant-which was producing the Bandeirante (based on the Land 
Cruiser)-and significantly increased the local procurement rate. The Brazilian-made 
second-generation Corolla was well received in Latin American countries, including the 
economically-recovering Argentina. To act as the base for exporting passenger cars to 
Latin American countries, TDB increased its annual production capacity from 20,000 to 
50,000 vehicles by 2002.


New Corolla line-off at TDB (2008)



Meanwhile, the Sao Bernardo Plant, which had been in operation since 1962, ended 
production activities in 2001 because it became difficult to get the vehicles it was 
producing to meet emissions regulations. As a result, the plant was converted to make 
parts for the Brazilian-made Corolla and Argentinean-made Hilux.


In 2004, TDB began producing the Corolla Fielder, a model derived from the Corolla, 
and in 2007 the Corolla Flex, a vehicle capable of running on fuels that consist of any 
percentage of ethanol mixed with gasoline or ethanol alone. Then, in 2008, the Corolla 
was completely redesigned to create the third generation of the model for Brazil.


IMV Production Start - Argentina 
In 2001, Argentina faced an economic crisis during which its government stopped 
making payments on its foreign debt. Under this harsh economic environment, TASA 
completely redesigned the Hilux to stimulate sales in the stagnating market. 


Furthermore, in 2002, TMC announced that it was starting the IMV project. This sent a 
strong message that Toyota believed in Argentina even when it was facing a difficult 
junction in its history, helping Toyota win the trust of the Argentinean government and 
customers.


TASA increased the production capacity of its Zarate Plant to 50,000 vehicles a year, 
and began producing the IMV in 2005. With the goal of satisfying the wide-ranging 
market demand of the Latin American countries, both the pickup and SUV IMV models 
were made with a wide variety of drive types, cabin formats, and engines, for a total of 
19 variations. These models were exported to a total of 20 Latin American countries, 
including Mexico and the Caribbean region. Later, as production and export picked up 
speed, TASA built a new stamping plant in 2006 and a new bumper-painting plant in 
2007, increasing its annual production capacity to 70,000 vehicles.


Complete-knockdown production - Venezuela, Peru, 
and Columbia 
To respond to the Family Vehicle Program announced by the Venezuelan government in 
1999, Toyota de Venezuela Compania Anonima (TDV) joined hands with Daihatsu 
Motor Co., Ltd. to begin complete-knockdown production (kit assembly) of the Terios 
in 2001. Then in 2004, the Venezuela Mobile program was announced to replace the 



expiring Family Vehicle Program, and the Terios was approved by the new system. As 
part of the IMV project, TDV also began assembling the Hilux and exporting it to 
countries belonging to the CAN, such as Columbia and Ecuador, in 2005.


In 2007, the Venezuelan government raised the tariff on passenger cars imported from 
outside the CAN region to 40 percent, while also promoting an easing of the trade 
barrier within the region, and introduced an import quota system for complete cars in 
2008. In response to this series of measures, TDV decided to develop its business with 
a focus on complete-knockdown production.


In Peru, Toyota had been conducting complete-knockdown production since 1966, but 
ended it when the production of the Stout pickup was terminated in 1998.


In Columbia, TMC had been carrying out complete-knockdown production of the Land 
Cruiser and Hilux at Sociedad de Fabricacion de Automotores S.A. (a joint venture with 
Renault S.A.) since 1990. However, production of the Hilux there ended in 2004 before 

IMV-series Hilux launched (2005)



the IMV project started up in Argentina and Venezuela the following year. As a result, 
the joint venture with Renault was dissolved in 2008.


Production Base for NAFTA - Mexico 
Toyota has positioned Mexico as both a North American market with great growth 
potential and an important production base for supplementing production in the United 
States in TMC's production enterprises within the NAFTA zone. In 2002, with the 
approval of the Mexican government, TMC established Toyota Motor Manufacturing 
Baja California S.de R.L.de C.V. (TMMBC), a company for manufacturing decks for the 
Tacoma, in the suburb of Tijuana, Baja California. TMMBC began producing decks in 
September 2004 and supplying them to New United Motor Manufacturing, Inc. 
(NUMMI) in the United States, and also began producing complete Tacoma vehicles in 
December of the same year. Because Tacoma sales were robust in the U.S. market, all 
TMMBC-made Tacomas were exported to the United States to make up for the supply 
shortfall at NUMMI.


Opening ceremony and TMMBC (2005)



Subsequently, after the joint venture at NUMMI was dissolved in 2010, the Tacoma was 
produced at two plants: TMMBC and Toyota Motor Manufacturing Texas, Inc. In that 
year, production of the Tacoma at TMMBC came to 54,000 units.


Developing TSAM Into a Global Export Base - South 
Africa 
In South Africa, TMC enhanced the production, sales, and export functions of Toyota 
South Africa Motors (Pty) Ltd. (TSAM) in order to develop it into a global export base. 
Toward this goal, TMC in 2002 agreed to increase its stake in Toyota South Africa (Pty) 
Ltd. (TSA), which was a holding company of TSAM, by acquiring TSA shares from its 
local joint venture partner Wesco Investments Ltd. Furthermore, in August 2008, TMC 
agreed to make TSA a wholly owned subsidiary. In 2001, TMC established Cataler 
South Africa (Pty.) Ltd. (CSA), a company for producing catalytic converters for cars, 
jointly with Cataler Corporation, positioning CSA as a catalytic converter supply base 
for the Toyota Group.


New Corolla line-off at TSAM (2007)



TSAM began producing the Corolla Hatchback for Australia in 2003, the IMV for Africa 
and Europe in 2005, and the Corolla for Africa and Europe in 2007-2008, steadily 
expanding its export business. Along the way, TSAM, with the goal of ensuring global 
quality, proceeded with facility enhancement and modernization, such as by building a 
new painting plant and introducing the Global Body Line into its vehicle body process. 
As a result, by 2008 TSAM had established a production structure capable of 
producing 100,000 Corollas and 120,000 IMVs, for a total of 220,000 vehicles a year.




Section 6. Strengthening 
Development and Sales Efforts 

in the Japanese Market 
Item 1. Structural Changes in the Japanese 
Automotive Market


Recession Following the Collapse of the Bubble 
Economy 
In the 1990s, the bubble economy in Japan burst, triggering financial uncertainty, the 
bankruptcy of many corporations including major financial institutions, a worsening 
employment situation, and political turmoil, resulting in a long-lasting recession 
nationwide. Subsequently, the domestic new-car market (including minivehicles), which 
had stagnated following the collapse of the bubble economy, began to recover and 
continued to grow year-over-year during a three-year period beginning in 1994. 
However, triggered by the April 1997 increase in the consumption tax from three 
percent to five percent, overall consumption cooled rapidly, causing the new car 
market to begin shrinking again that year.


The increase in the consumption tax pushed the recovering Japanese economy into 
serious retreat once again, and signs of deflation accompanied by falling prices began 
to appear. In February 1999, the Bank of Japan had adopted a zero interest rate policy 
in an effort to pull the Japanese economy out of deflation, but suspended this policy in 
August 2000. Worsened by the collapse of the IT bubble, which occurred around the 
same time, deflation continued until 2002.


Changes in the Automotive Market 
The Japanese market of so-called "registered cars" (excluding minivehicles), fell to 
approximately 3.99 million vehicles in 1999, dipping below the 4 million mark for the 
first time in 14 years, but subsequently returned to and remained above 4 million until 
2005. There was no prospect of new demand and replacement demand continued to 
be responsible for about 80 percent of car purchases. Improvements in car quality, 



decreases in distances driven, and lack of new car product appeal all helped solidify 
the trend of car owners keeping their vehicles longer and prevented the car market 
from expanding. In the case of registered cars, the average usage period went above 
10 years in 2001, reaching as many as 11.66 years by 2007.


While the registered car market remained sluggish, the minivehicle market grew rapidly 
beginning in the late 1990s. In addition to lower maintenance costs (including lower 
taxes), the October 1998 adoption of a new standard for minivehicles that expanded 
their maximum length by 10 cm and their maximum width by eight centimeters helped 
improve their appeal, with such features as a more spacious cabin. From its 1999 level 
of approximately 1.8 million vehicles, demand for new minivehicles began to gradually 
increase, climbing above 1.9 million in 2005 and 2 million in 2006. The expansion of the 
demand for minivehicles signified a deflationary phenomenon in the automotive market 
and also indicated the spread of a sense of values that placed the utmost importance 
on practicality.


In the second half of the 1990s, IT devices such as cell phones and PCs became 
popular, creating new consumption expenditure and putting more distance between 
cars and younger generations in particular. Furthermore, from the late 1990s to early 
2000s, a long-term recession caused companies to refrain from hiring, causing the 
societal problem of greatly reduced hiring nationwide. An increase in the number of 
younger people who could not find regular employment decreased the purchasing 
power of younger consumers and further distanced them from participating in the car 
market.


Thanks to the implementation of product enhancement plans and similar programs, 
Toyota's market share-which had hovered below 40 percent since the second half of 
the 1990s-recovered to a level above 40 percent in 1999 for the first time in four years 
and subsequently increased to 41.7 percent. From there, Toyota's market share 
continued to grow steadily, reaching 43.2 percent in 2000 and 44.4 percent in 2004. 
However, because the registered car market remained flat at slightly above 4 million 
vehicles, Toyota's annual car sales volume peaked at a level slightly above 1.7 million 
vehicles.




Corolla's Fall from the Leading Position 
For 33 years since 1969, the Corolla had continued to hold the top position in annual 
sales volume in Japan's registered car market. That streak was broken in 2002. The Fit, 
launched by Honda Motor Co., Ltd. in June 2001, prevented the ninth-generation 
Corolla-launched as part of the NVC (New Century Value) Series in 2000-from winning 
its 34th title. The Fit recorded a whopping sales volume of 104,000 vehicles in just the 
six-month sales period it was available in 2001.


The Japan Sales & Marketing Group of Toyota Motor Corporation (TMC) and Corolla 
dealers rolled out a campaign to win the title for the 34th time. Partially redesigns were 
made in all models within the series, setting up models with affordable specifications, 
and more ads were run than the amount normally run following a complete redesign. 
Furthermore, individual dealers worked on creating more opportunities for customers 
to come to showrooms through various programs such as the All-Out Contact Plan, 
targeted at the entire range of customers.


Line-off ceremony for Corolla and Corolla Fielder (2000)



Additionally, many Toyota business customers offered to replace their vehicles with 
new Corollas, turning what was known as the "V34" campaign into a program that 
united TMC, its dealers, and affiliated companies. However, the Corolla, which reached 
only 226,000 vehicles sold in 2002, could not surpass the Fit's 250,000, bringing an 
end to the Corolla's winning streak. Although the Corolla did win back the top position 
in 2003, the fact that it had fallen from the top was a stark indication that a structural 
change toward downsizing had occurred in the market.


Item 2. Challenging the Market with New Brands 
and New Genres

Strengthening Development Through VVC 
As structural changes were taking place in the Japanese automotive market, another 
issue became clear. The younger generations and women tended to shy away from the 
Toyota brand. Toyota's product offerings were falling out of touch with changing social 
conditions and lifestyles, as a result of the popularization of new devices such as cell 
phones.


TMC President Hiroshi Okuda, appointed in August 1995, shared the assessment of 
the current situation held by the previous TMC president, Tatsuro Toyoda, who called 
the period the "Second Founding Period". President Okuda fervently asked everyone 
within TMC to challenge every aspect of the company's business in the way TMC 
employees did during the company's founding period and to continue changing in 
response to the constant changes in consumer tastes.


Toyota's share of the Japanese market had fallen below 40 percent. During his 
inaugural press conference, President Okuda expressed his strong sense of crisis 
regarding Toyota's weakened position in the Japanese market and listed the following 
as high-priority issues:

1. accelerating business expansion outside Japan

2. developing and growing new business ventures

3. fundamentally strengthening product planning ability and technical development 

ability

4. quickly regaining TMC's share of the Japanese market. As part of this initiative, 

TMC established the Virtual Venture Company (VVC) in August 1997 as a measure 



to strengthen development of products and services targeted at younger people in 
their 20s and 30s.


The VVC consisted of young employees openly recruited internally and adopted new 
methodologies for all steps from product planning and new vehicle styling to 
marketing. As part of this activity, TMC joined with Asahi Breweries, Ltd., Kao 
Corporation, Kinki Nippon Tourist Co., Ltd., and Matsushita Electric Industrial Co., Ltd. 
(now Panasonic Corporation) in August 1999 to create a new cross-industry brand 
called "WiLL" that would offer lifestyle solutions for younger and female consumers.


Based on the central concept of this brand, VVC proceeded to plan and develop new 
products, announcing the WiLL Vi compact car as its first offering in January 2000. The 
innovative design was a complete departure from traditional Toyota vehicles and 
attracted a great deal of attention from many industries. Subsequently, the WiLL VS 
and WiLL CYPHA were launched in 2001 and 2002, respectively. Although the sales 
volume of the WiLL series reached only approximately 45,000 vehicles, the VVC 

Birthday party for WiLL Vi (2000)



activities significantly impacted the decision-making processes in TMC's planning and 
development divisions, and turned out to be instrumental in the subsequent 
development of models targeted at young people, such as the bB.


Creating Appealing Dealers and Brands 
In parallel with VVC activities, TMC also reassessed its Japanese dealer network and, 
in conjunction with the introduction of a new corporate identity in August 1998, 
renamed its "Auto" channel dealers "Netz dealers". TMC made this change in order to 
actively appeal to young and female customers by launching innovative passenger 
cars, as well as to shift the majority of sales activities from visit-based sales to 
showroom sales. TMC completely redesigned the showrooms and also tried new 

methods of operating showrooms and carrying out sales, such as expanding business 
hours on holidays and evenings and having more cars available for test-driving.


Announcement of competition in F1 racing at motorsports press 
conference (1999)



In 1997, to help customers enjoy car use and ownership with strong individuality, TMC 
established Toyota Modellista, a new business enterprise specializing in parts and 
accessories for customization. Three corporate entities were established in Tokyo, 
Fukuoka, and Kobe, and they proceeded with product commercialization by working 
with TMC's Fleet Sales＆Conversion Vehicle Division. These enterprises provided 
unique and original parts at a quality level available only from the Toyota brand and at 
reasonable prices. Subsequently, in response to market expansion and widening sales 
areas, the three companies were merged together to form the new Toyota Modellista 
International Corporation in 2002.


Outside Japan as well, Toyota worked on developing measures to help the Toyota 
brand attract young customers. As part of this initiative, in January 1999 TMC 
announced its intention to enter FIA Formula One World Championship racing (Formula 
One), the pinnacle of motorsports. Beginning in 2002, TMC entered Formula One with a 
works team that developed its engines and chassis internally, and came in sixth in its 
debut race.


Fuji Speedway (c. 2005)



In 2000, TMC made the decision to participate in the management of Fuji Speedway 
International Co., Ltd., sponsoring a wide range of motorsports events and also 
establishing educational facilities for promoting safe driving through actual driving 
practice.


The Harrier Opens a New Genre 
Against the background of stagnant sales in Japan, TMC reassessed its product 
planning from many angles, which resulted in an initiative to understand market needs 
more rapidly. The concrete results of the new initiative were manifested in TMC's 
product rollouts of the late 1990s.


The Harrier, launched in December 1997, was an SUV derived from a passenger car, a 
formula pioneered in the RAV4. As a luxury crossover that combined a spacious cabin 
with high powertrain performance and quiet operation based on the basic performance 
of a midsize passenger car, the Harrier opened up a new genre.


Harrier 3.0 Four (1997)



Following its well-received launch in Japan, the Harrier was introduced into the North 
American market as the Lexus RX 300 in March 1998. A strategy targeting 40-
something baby boomers paid off, making the RX 300 extremely popular among 
affluent females as well. In 1999, TMC sold close to 80,000 vehicles, equivalent to 
three times the original goal, catapulting the RX 300 to a position equivalent to that of 
the best-selling Lexus model in North America. Following TMC's lead, automakers 
around the world launched similar models, firmly establishing luxury crossovers derived 
from passenger cars as a new segment.


Item 3. Reassessing Product Strategy


New initiatives in the Compact Car Market, Etc. 
In the Japanese compact car market, Toyota introduced the Vitz, a new hatchback-
style vehicle, in January 1999. With the aim of climbing to the top of the global 
compact car market of the 21st century, development of the Vitz had begun in 1996 as 
part of the New Basic Car Project. Toyota had two original development goals: 

1. Superiority over other vehicles in the same class both inside and outside Japan in 

environmental, safety, and driving performance, as well as riding comfort

2. establishment of technologies to achieve both performance and price 

competitiveness.

Sold exclusively through the new Netz channel established in August 1998, the Vitz 
generated orders for 20,200 units in its first month, more than twice the original goal, 
becoming the core model for the new sales channel. Outside Japan, production of the 
model, commenced at Toyota Motor Manufacturing France S.A.S. in 2001 (where it 
would be named the "Yaris"), firmly establishing the model as a world car.


The compact hatchback market began to expand and diversify in 2000 as other 
models such as the Honda Fit were launched. Toyota enhanced its product lineup by 
launching the ist, which was designed to exude an air of luxury, in 2002 and the Porte, 
with a tall silhouette and affordable pricing, in 2004.


Toyota also actively implemented product development and sales methods specifically 
tailored to female customers. Focusing the Gaia minivan launched in May 1998 on 
families with small children, Toyota ran daytime television commercials on weekdays 
endeavoring to strongly appeal to married women and conducted focus groups in 
cooperation with women's magazines. Furthermore, for the Duet (supplied by Daihatsu 



Vitz line-off ceremony (1999)

Press conference for Passo and Boon (2004)



Motor Co., Ltd. on an original equipment manufacturer basis and launched in 
September of that year), Toyota stressed the car's retro design and ease of use to 
female drivers, using a tagline that underlined the model's cute looks, as well as its 
capabilities.


In September 1998 when the Duet was announced, TMC increased its financial stake 
in Daihatsu Motor to 51.2 percent, further strengthening the link as a consolidated 
subsidiary. In 2001, TMC also started a personnel exchange program bringing in young 
staff members from Daihatsu Motor's Product Planning Division. This program 
produced synergistic effects; for example, the development of new compact cars by 
Daihatsu Motor, such as the Passo (sold also as the Daihatsu "Boon") and the Rush 
(sold also as the Daihatsu "Be-go").


Regaining Ground in the Minivan Market 
In the Japanese minivan market where it had been struggling, Toyota achieved a huge 
hit with the completely redesigned Estima launched in January 2000, marking the first 
complete redesign of the Estima since its debut in 1990. The new Estima's advanced 
design was extremely well received and its new sports grade Aeras became very 
popular. In 2001, Toyota 
added the industry's first 
hybrid minivan, forming 
the so-called "Big Two 
Era" in the Japanese 
minivan market along 
wi th Honda Motor 's 
Odyssey. In the highest-
class minivan market, 
Toyota launched the 
Alphard in May 2002, 
successfully preventing 
Nissan Motor Co., Ltd.'s 
Elgrand from dominating 
this market segment.


Press conference for new Estima (2000)



Completely Redesigned Corolla 
Toyota's highest-volume model Corolla also underwent complete redesign in 
preparation for the 21st century and Toyota announced the ninth-generation model, 
billed as a "New Century Value (NCV) Corolla" in August 2000. When developing this 
model, Toyota's design and styling teams started from the ground up in order to sweep 
away the "people's car" image associated with the conventional Corolla.


Corolla sedan (2000)

Corolla Fielder (2000)



In selecting the final design, Toyota made the unprecedented decision of delaying the 
launch timing by more than one year, switching from the design that had been selected 
through repeated competitions involving design centers inside and outside Japan to a 
radical one created by Toyota Europe Office of Creation, a design base in Europe. Four 
models, consisting of the NCV Corolla, Corolla Fielder, Corolla Runx, and Corolla 
Spacio, made up the new Corolla series to address diverse customer needs.


Innovations in Business Cars 
Toyota also made improvements to its business-vehicle lineup, launching the compact-
class Probox and the medium-class Succeed in July 2002. In developing these models, 
Toyota set "Business Car Innovations" as a motto and achieved the largest cargo 
capacity among such station wagon-silhouette business vehicles by thoroughly 
pursuing a complete understanding of how companies used them. The passenger-car-
like riding comfort and quiet operation of these models, along with their high level of 
safety achieved by an advanced version of the collision safe body GOA (Global 
Outstanding Assessment) and superior environmental performance, were well received 
by a wide range of corporate customers.


Press conference for Probox and Succeed (2002)



Item 4. Sales Policies


Consolidating Sales Functions According to Channel 
In 1997, the 60th year since TMC's founding, the Japan Sales & Marketing Group 
carried out a major reorganization. As the Japanese car market changed to one 
centered on replacement demand, it was imperative to change from the conventional 
sales activities focused on new cars to an integrated sales style that added value-chain 
activities such as installment sales, insurance, and telecommunications to the core 
businesses of new cars, used cars, and after-sales services (car inspections and 
maintenance, etc.).


Within the organizational reform carried out that year, the various sales functions, which 
had previously been separated according to categories such as new cars and used 
cars, were consolidated according to channels such as Toyota dealers, and 
reorganized into Channel Operations Groups No. 1 through No. 5. However, this 
operations group system still had a problem in terms of promoting a shift to an 
integrated sales style. For example, both Sales Division No. 1-which established sales 
policies-and the Toyota Channel Operations Division-which managed Toyota Dealers-
existed in parallel within Sales Operations Group No. 1. Therefore, in conjunction with 
the start of the Three Year Plan for Japanese sales in 2000, the two-division system 
within each group was abolished in order to standardize the sales policy for each 
channel.


Establishment of T-UP-Used Car Business 
Because the bubble economy had increased the number of cars owned, the Japanese 
used car market steadily expanded, growing to a size exceeding the new car market in 
1993. Starting around this time, businesses that purchased used cars directly from 
customers also expanded rapidly. As a result, all Toyota-related entities began to face a 
problem of slow growth in the number of cars traded in during new car purchases and 
the number of used cars sold at retail. Therefore, when it introduced the Channel 
Operations Groups system in 1997, TMC folded the Used Car Division into the Japan 
Sales Planning Division and reorganized it as the Used Car Department, thereby 
expanding the organization into one that carried out planning and policy development 
across organizational boundaries for all Toyota-related entities.




The Used Car Department proceeded to implement a series of measures such as 
upgrading logistics to address the various issues. For example, in 1997, Toyota Used 
Car Sales, which was operating Toyota Auto Auction (TAA), connected the auction 
venues in the Kanto, Chubu, and Kinki regions through a network and opened an 
Okinawa bidding facility. At the same time, auction entries, which had previously been 
restricted to Toyota dealers, were also opened to general businesses. In addition, new 
venues were opened in the Tohoku and Kyushu regions in 2000 to increase the number 
of used cars handled.


To increase retail sale of used cars, TMC in 1999 opened the CarLots mega store in 
present-day Miyoshi City, Aichi Prefecture, where more than 200 vehicles can be 
displayed. After running a trial operation at this Store No. 1, TMC began to open other 
CarLots locations across Japan in 2001. TMC worked to cultivate new customers 
under the Toyota-Plus theme, handling a wide variety of other automakers' models in 
addition to the traditional offering of mostly Toyota cars. In 2000, after reassessing its 
long-term warranty for used cars, TMC significantly expanded the warranty, extending 
coverage to non-Toyota cars as well.


T-UP Toyota purchasing network (c. 2000)



As for the pending issue of a used car purchasing business, TMC decided to open its 
own network in order to strengthen purchasing functions toward increasing retail sales 
at its dealers. T-UP (Toyota Usedcar Purchase) was selected as the name of the 
purchasing network to take advantage of the reliability and trust associated with 
Toyota. TMC began opening T-UP stores across Japan in April 2000.


When TMC developed its Three Year Plan for Japanese sales in 2000, it decided to 
standardize on the term 'U-Car' to improve the image associated with used cars. Then 
in 2001, TMC reorganized its Used Car Department into the Used Car Business 
Division, clearly demonstrating its intention to make the used car business profitable.


In the second half of the 1990s, TMC also developed a new policy regarding its spare 
parts business. To respond to the highly competitive market of regularly scheduled 
replacement parts, TMC established Tacti Corporation in 1996 and began selling the 
Drive Joy brand (a second Toyota brand) of spare parts. TMC also established the jms 
(pronounced "james") car shop (maintenance and accessory) business managed by 
Tacti and opened stores across Japan.


Collaboration with Hertz-Rental & Leasing Business 
Following the bursting of the bubble economy, the opening of new rental and lease 
locations by TMC's Rental & Leasing Business Division had stagnated. However, in 
1998, TMC adopted an aggressive policy of further increasing the number of locations 
to an industry-leading size. As the industry leader, TMC also actively worked on 
measures to improve customer satisfaction, seen through such examples as the 
introduction of Support Dial 24, an around-the-clock call service, in August of the same 
year. TMC increased the number of its rental & leasing locations to 1,092 by 2001, the 
year in which Toyota Rental & Leasing marked its 35th anniversary. Furthermore, it 
instituted a storefront customer satisfaction evaluation system called "Customer First 
Shop II" in 2002, in an effort to continue making improvements in both quality and 
quantity.


TMC also expanded globally in this business area, beginning a business tie-up in April 
1999 with Hertz Corporation, the world's largest rent-a-car company. Toyota Rental & 
Leasing participated in Hertz' global network, while Hertz (which had no sales locations 
in Japan) utilized Toyota Rental & Leasing's network in the Japanese market, in order 



to refer customers to each other. The collaboration generated a significant benefit to 
TMC, with sales revenue based on Hertz referrals topping 100 million yen in 2003.


GAZOO Image Information Network 
The spread of personal computers and the use of the internet at the individual level in 
the second half of the 1990s is called the "IT Revolution". In October 1997, TMC 
started up the image information network system Gazoo (now GAZOO) as a service 
that utilized IT to directly connect TMC departments to customers in order to improve 
both customer satisfaction and business operations. This system was first installed at 
Toyota Auto Muroran (now Netz Toyota Tomakomai).


GAZOO was originally created when TMC's Sales Division No. 3 initiated activities for 
utilizing the Toyota Production System to improve dealers' business operations with 
the cooperation of the Operations Management Consulting Division in 1994. To 
propagate the results gained from this initiative, TMC established the new Operations 
Improvement Support Department inside the Domestic Planning Division in 1996, and 

Toyota Rent-a-Lease Aichi outlet (c. 2004)



worked on creating new customer services by, for example, making full use of IT to 
improve logistics at dealers. GAZOO was, at the time, equipped with functions for 
providing a wide variety of information, including new car information, estimated cost 
of routine check-ups and required vehicle inspections, service appointments, and 
trade-in value, all of which could be obtained using a storefront terminal. In 1998, 
Toyota began installing GAZOO terminals at dealers throughout Japan and opened a 
web page on the internet, making it possible to obtain the information online from a 
personal computer.


Subsequently, TMC enhanced GAZOO content by adding entertainment and other 
information, and also added an internet shopping function called "GAZOO Shopping 
Mall" at the end of 1999. Then, in 2000, TMC split off the function from the Operations 
Improvement Support Department and established the GAZOO Division, accelerating 
service enhancements including the installation of dedicated terminals, collaboration 
with other businesses such as convenience stores, and opening of financial malls 
linked to TMC's financial subsidiary. The expertise gained through GAZOO's 
development also led to the development of the G-BOOK onboard telecommunication 
system.


Opening of Mega Web-New Exhibit Format 
Mega Web was opened by TMC in Odaiba, an ocean-front sub-city center in Tokyo in 
March 1999, as a new kind of theme park focusing on cars. As an anchor facility inside 
the large-scale commercial and entertainment facility "Palette Town", Mega Web 
includes a 1.4-kilometer circuit where visitors can test drive nearly any Toyota car sold 
on the Japanese market. Against the initial expectation of 3 million visitors annually, 
Mega Web received as many as 7.89 million visitors in its second year of operation. It 
continues to be a popular tourist spot, receiving visitors from outside Japan as well, 
especially from other Asian countries.


In November 2000, TMC opened Colorful Town Gifu on idle land at the Gifu Plant of 
Toyoda Boshoku Corporation (now Toyota Boshoku Corporation). This was a 
multipurpose commercial facility containing retail stores and amusement centers, and a 
total of six car dealers including a Daihatsu dealer formed Japan's first auto mall. 
There, Toyota also accumulated expertise in operating a showroom-oriented sales 
outlet.




Introduction of Toyota TS Cubic Card 
In April 2001, TMC introduced the Toyota TS Cubic Card, a new IC-based credit card 
designed to strengthen its ties to customers. This new card replaced the Toyota Card, 
which had been in service since 1995, and was now operated on a self-sufficient basis 
b y T o y o t a F i n a n c e 
Corporation. The benefits 
for card members and 
Toyota dealers were greatly 
improved by, for example, 
expanding the purchases 
eligible for cash back 
points, and reducing the 
commission charged on 
member stores.


Mega Web

Toyota TS Cubic Card



Establishing a New Store Management Method 
As the main selling stage moved from home visits to negotiations in showrooms in the 
1990s, the importance of dealers increased further, as they offered customers 
opportunities to see and experience a wide variety of products and obtain information.


In 2002, the Japan Sales & Marketing Group worked on establishing a new store 
management method by building a new database. The traditional database did not 
integrate information on the number of vehicles sold and test drives taken, making it 
difficult to grasp the process necessary for making operational improvements.


Based on the results of a survey conducted in 2002 targeting dealer locations across 
Japan, TMC strove to make various types of data more visible to help dealers quickly 
and reliably carry out the planning-execution-evaluation cycle for improving their 
activities. At the same time, TMC also introduced a trade area analysis support system 
that displayed sales channel shares in each area on a map to help rebuild sales 
strategies. These initiatives were put to good use during the subsequent merger 
between the Netz and Vista channels, as well as for planning dealer locations during 
the introduction of Lexus.


Within the rapidly changing management and market environments, the roles and 
responsibilities required of those involved in dealer management kept expanding. To 
facilitate the training provided by the Dealer Human Resources Development Division 
at the time, TMC reduced the training offered to non-management personnel and 
focused its training on dealer management personnel (presidents, senior executives, 
and store managers), strengthening the creation of a culture oriented toward human 
resources development and supporting independent dealership management.


Reorganization Into the New Netz Channel 
To respond to the Japanese sales environment as it changed to a market structure 
dominated by replacement demand beginning in the second half of the 1990s, TMC 
announced fundamental reform measures in February 2003, measures that included 
sales channel reorganization. These new measures were based on a new product and 
distribution policy inside TMC and at dealers, called "GNT" ("Gambaro Nippon's 
Toyota!"; Gambaro means "Let's do our best").


GNT had the following three key objectives:




1. introduce the Lexus brand to the Japanese market and establish a new global 
premium brand for the 21st century


2. merge together the Netz and Vista channels, reorganizing them into the new Netz 
channel and establishing a new channel tailored toward customers possessing new 
values


3. strengthen the identities of the Toyota dealers, Toyopet dealers, and Corolla dealers 
and reassess their product lineups


At the press conference announcing the new plan, President Fujio Cho said, "Our 
system has not been keeping pace with the changes in customers' values and the 
structural changes taking place in the market. With the measures being announced 
today, we are hoping to accurately respond to those changes."


In this way, the Toyota brand was reorganized into four channels from the five channels 
that existed since the establishment of the Vista channel in 1980. At the same time, by 
introducing the Lexus brand-which had already established a solid position in the 
United States-TMC was aiming to respond to diverse customer values, which were 

New Netz dealer launched (2004)



placing more importance than ever on individuality and a premium feel. The new Netz 
channel was positioned as a channel targeting primarily young families and female 
customers under the slogan "Channel of the 21st Century". Promoting products 
featuring unique styling and functions, the Netz sales network of approximately 1,600 
dealers (exceeding the size of the Corolla sales network) was restarted in May 2004.


Establishing the Lexus Channel 
For introducing the Lexus brand into Japan, TMC established the new Lexus Japan 
Sales & Marketing Division in April 2003, under the slogan "Providing customers the 
best hospitality with the best product, the best staff, the best stores, and the best 
service". In creating the sales network, TMC added two new dealers while giving all 
existing Toyota dealers the opportunity to participate. For the showroom design, TMC 
ran a contest to establish standards and developed a specialized showroom design 
system.


TMC also set up various services integrating IT, including a unique maintenance 
program and a 24/7 security service. To train the staff-who can make or break the 
"hospitality" aspect of Lexus service-TMC trains all staff members, including engineers, 

Fuji Lexus College



according to detailed curricula at the Fuji Lexus College established inside the Fuji 
Speedway.


The Lexus channel in Japan began operating with 143 dealers belonging to 109 
companies in August 2005. The main mission of Lexus in Japan was to establish a 
premium brand in Japan and also to work with the Lexus Division in the United States 
to develop Lexus into a global brand. The expertise accumulated through these efforts 
has been put to use in introducing the Lexus all over the world.


The new product and distribution policy included the difficult decision to reduce the 
number of channels for Toyota brands. However, implementing this policy helped the 
combined Japanese market share of all Toyota brands, including Lexus, to climb above 
45 percent for the first time in 2006. The reforms TMC quickly instituted in response to 
the structural changes taking place in the Japanese market, along with its enhanced 
product development, became the driving force behind Toyota's ability to maintain a 
large market share thereafter.




Section 7. The Functions that 
Supported Globalization 

Item 1. A Wave of Restructuring and a Push for 
Change in Awareness


Promotion of Collaboration with Japanese 
Automakers 
A wave of restructuring swept across the global automotive industry in the late 1990s, 
triggered by increasingly fierce global competition and the burden of the massive 
investments required for development of the environmental technology that would 
become essential in the 21st century.


Firstly, Germany's Daimler-Benz AG (now Daimler AG) merged with Chrysler of the 
United States in 1998, forming DaimlerChrysler AG. Following this, in 1999 the French 
automaker Renault S.A. and Japan's Nissan Motor Co., Ltd. formed a capital alliance, 
and in 2000 Japan's Fuji Heavy Industries Ltd. and Mitsubishi Motors Corporation 
received capital injections from General Motors of the United States and Daimler 
Chrysler, respectively.


At the time, the tone of commentary in the media was that automakers would struggle 
to survive in the 21st century without an annual production scale of 4 million vehicles or 
greater, and the general industry trend was toward consolidation, with a focus on size. 
This brought about an era of large-scale competition in the automotive industry, pitting 
automotive groups against one another on a worldwide scale. Toyota Motor 
Corporation (TMC) set "enhancing all-round group strength, aiming for a world-leading 
standard" as its highest company-wide implementation priority for fiscal 2000 (ended 
March 2001), and launched a policy of further strengthening collaboration between 
group companies.


As part of these efforts, in April 2001 the company consolidated the sales divisions of 
its logistics and forklifts business to Toyota Industries Corporation. Toyota held the 
world's top share in the market for industrial vehicles used in the logistics and forklift 
business, such as forklifts, and the move aimed to create a dynamic operation at 



Toyota Industries Corporation, spanning development and manufacturing through to 
sales.


Having already increased its holdings in Japan's Daihatsu Motor Co., Ltd. to 51.2 
percent in 1998 to make it a consolidated subsidiary, to further strengthen tie-ups with 
completed-vehicle manufacturers, TMC increased its stake in Japan's Hino Motor Co., 
Ltd. to 50.1 percent in August 2001, making Hino Motor a TMC consolidated 
subsidiary as well. Hino Motor was in charge of trucks and buses, and, in 1996, TMC 
and Hino Motor had agreed that development and production of Toyota 2-ton trucks 
would be consolidated at Hino Motor. The move to make Hino Motor into a TMC 
subsidiary was in response to a request from Hino Motor for increased funding,


Meanwhile, TMC also formed tie-ups with automakers outside the Toyota Group. The 
company formed operational and capital ties with Fuji Heavy Industries and Isuzu 
Motors Ltd., which had dissolved its strategic alliance with GM. In the tie-up with Fuji 
Heavy Industries, TMC took an 8.7 percent stake in 2005 and began commissioning 
production of the Camry model to Fuji Heavy Industries' U.S. plant, as well as 
embarking on joint development of sports car models. TMC subsequently raised its 
holdings in Fuji Heavy Industries to 16.5 percent in 2008. With Isuzu Motors, TMC 
collaborated on joint development of diesel engines and took a 5.9 percent stake in the 
company in 2006.


Advocating the Expansion of BT2 Initiatives 
The 21st century opened with corporate groups engaged in fierce competition. To 
respond to this harsh competitive environment, TMC embarked on the CCC21 
(Construction of Cost Competitiveness 21) cost reduction initiative from July 2000, and 
Chairman Hiroshi Okuda appealed to employees in his 2001 New Year's address to 
"break through" the current Toyota way of doing business, giving the following 
explanation.


I want each and every one of you to work to bring about reform by thinking from the 
perspective of an entrepreneur or a manager and considering how we can break 
through the current Toyota model. Our biggest enemy is complacence. We cannot let 
the opportunity and the need for reform pass us by. I want you to be constantly aware 
that it is you who must change Toyota.




Toyota's results had soared with the expansion outside Japan and growth in the U.S. 
automotive market from the mid-1990s. Okuda's words were born from a sense of 
crisis that the company's strong results were leading to misplaced pride and delaying 
necessary reform.


With the awareness that immediate self-reform-one that covered corporate culture and 
management-was necessary, the initiative commonly referred to as BT2 kicked off in 
2002. BT2 stood for "Break Through Toyota" and was led by an executive vice 
president, with the Corporate Planning Division and Research Division serving as the 
secretariat. The initiative was deployed over a two-year period.


The project began, with the general managers of the planning divisions of various 
company functions serving as members, by benchmarking against rival automakers to 
identify problems and topics that needed addressing. The topics selected as a result 
were "building a system for creating attractive products", "reforming the product 
decision-making process", "strengthening competitiveness of in-house production", 

Observation of BT2 activities during a work site visit (2003)



and "reform of fixed costs". The BT2 initiative was positioned as a key project for 
achieving company policy.


Item 2. Reducing Cost and Ensuring Quality


Putting CCC21 Into Action 
In July 2000, TMC launched CCC21, a cost reduction initiative that utilized new 
concepts with the aim of building vehicles with world-leading competitiveness in the 
21st century.


CCC21 was a company-wide initiative involving collaboration between engineering, 
production engineering, manufacturing, procurement, and suppliers to revise Toyota's 
fundamentals. Firstly, quality and price targets for the vehicles delivered to customers 
were set, and the function and quality of components and cost level required to realize 
these targets were assessed. At the same time, the company increased efforts into 
cross-model initiatives, studying each component to determine what parts could be 
made common across multiple vehicle models.


Specifically, the company selected 173 components for which it aimed to achieve the 
world's lowest price through a 30 percent reduction in cost. The initiative was 
characterized by having parts suppliers be involved from the concept development 
stage to discuss ideas and having them remain involved through to the manufacturing 
process. This approach for comprehensively lowering costs was known as "concept 
in". In addition, parts manufacturers worked to build modularized products with a 
range of functions built in, reducing the number of parts required and shortening the 
assembly process.


Reducing In-House Production Costs 
The BT2 project began in earnest in 2002, run concurrently with the CCC21 initiative. 
According to the benchmarking surveys conducted by the BT2 secretariat prior to the 
project kickoff, there were in fact several instances in which Toyota lagged behind 
competitors in cost and quality.


The production engineering and manufacturing divisions worked with the accounting 
and procurement divisions on "strengthening competitiveness of in-house 
production" (one of the topics set to be tackled during the BT2 initiative) and 



conducted a reform of plant operations by methods such as visualizing in-house 
production costs, while embarking on the development of revolutionary forms of 
production engineering, including simplifying and slimming of facilities.


For in-house production costs, plant cost-management programs were revised based 
on a plant cost control system that had been developed until then mainly by the 
Accounting Division starting in 1993, resulting in a new and improved plant cost control 
system in April 2003. The scope of the system, which had previously focused on 
variable costs, was expanded to an "all expenses incurred" approach that included 
fixed costs such as maintenance and depreciation expenses, making it easier to grasp 
the overall picture during cost improvement exercises. Plant cost control 
countermeasures continued after the conclusion of the BT2 project, with the 
establishment of a specialist working group in 2006 and the creation of a "plant 
improvement analysis system" by unifying itemized cost evaluation methods.


In the field of cylinder block die-casting machinery, there was a development toward 
higher levels of compactness and accuracy, for instance through the adoption of the 
world’s first open-and-close mechanism on die-casting machinery. In the case of 
machinery for the V6 engine, these improvements achieved a 50% saving in both total 
machinery cost and the space required for installation. Following the installation of the 
first such machinery in 2003, it was rolled out to Toyota affiliates across the globe and 
as of 2008 had been installed on around 100 production lines, including a number 
belonging to affiliates. 


TMC's BT2 initiative also aimed to streamline the production system and logistics 
operations, promoting yosedome, or the "gathering" of production lines to improve 
efficiency through merging and consolidation. For vehicle production, in addition to 
restructuring manufacturing of truck-type vehicles, drastic yosedome was also 
performed for major components such as engines, on an individual plant level. 
Distribution of completed vehicles, which had previously been shipped from four ports 
in central Japan, was also consolidated. After the yosedome of distribution, in principle 
only Nagoya port and Tahara port in Aichi Prefecture were to be used, which reduced 
costs.




Promotion of Quality Initiatives 
The BT2 benchmarking study also revealed issues with product quality.


TMC's product quality initiatives included the establishment of the BR-MB Department 
in 2001 to raise quality levels. The department was set up as one of the company's 
business reform (hence, "BR") initiatives, and "MB" was an abbreviation of the 
Japanese phrase mizen boshi, meaning "prevention". The department's objective was 
to build a system that would prevent defective products from reaching the market. In 
2002 the BR-MB Department was converted to a permanent fixture, the MB Promotion 
Department, working to strengthen quality initiatives not only within TMC, but also at 
supplier companies.


However, these initiatives were not able to keep up with the surge in production output 
that occurred during the first half of the 2000s. To address this situation from a 
company-wide perspective, TMC established the CF Activities Promotion Committee 
("CF" meaning "Customer First") in April 2005, chaired by President Fujio Cho. Cho 
sent a message to all employees, stressing that "product quality is Toyota's lifeline", 
and asking them to increase their awareness of quality and heighten the strength of the 
workplace by adopting a customer first perspective in their work.


As part of such CF initiatives, the BR Jikotei Kanketsu Promotion Department was re-
organized as within the company's Quality Group in January 2007, working to improve 
product quality by building a work system that would assure quality across all 
processes. Led by the department, a company-wide effort was commenced to reaffirm 
awareness of Toyota's fundamental policy of jikotei kanketsu, or building quality into 
each process. This effort included not only the usual targets, such as the shop floor or 
engineering divisions, but aimed to improve the quality of work performed by all 
workplaces across the company, including those in administrative divisions, and was 
also extended to suppliers.


Item 3. Further Improvement of Monozukuri


Development of Digital Engineering 
The rapid advances in IT that occurred from the mid-1990s also affected automotive 
development and production, paving the way for digital engineering technology that 
utilized digital data. In 1996, TMC's production engineering divisions took the lead in 



developing the V-Comm (Visual & Virtual Communication) system and began 
introducing digital engineering.


V-Comm was a program that allowed computerized virtual 3D assembly of new model 
designs based on vehicle design data and parts data received from suppliers. The 
system could be used to study workability, interference between parts, quality, and 
appearance. Compared to previous assessment methods based on the study of 
prototypes, the ability to identify problems on screen at an early stage shortened the 
time required to prepare for production, as well as lowered costs. The system also 
allowed visual communication with plants in remote locations, such as outside Japan, 
and made worldwide simultaneous production startup of new models possible. Use of 
digital engineering was expanded to cover the production of major components such 
as engines and transmissions, and progress continued to be made with such digital 
factory technology.


Use of V-Comm



Reform of the Development Process - BR-AD 
In January 2001 TMC launched the BR-AD (Advanced Development) project, aiming to 
create new vehicle development methods using IT tools. The project was run as part of 
the company-wide BR initiatives by the various fields, such as engineering, production 
engineering, manufacturing, procurement and information. The project aimed to 
shorten the overall development period by utilizing digital engineering technology and 
to devote the resources saved to advanced development in such areas as product 
planning and design. In addition to improvement in quality and reduction in 
development and manufacturing costs, the project aimed to develop attractive 
products in a timely manner.


In order to streamline the development process, the project gathered the company's 
monozukuri (conscientious manufacturing) experience and knowledge that was 
scattered across various forms of documentation to create a formal "design template" 
system. BR-AD development was trialed on the Sienta Japanese-market compact 
model from 2003, and subsequently expanded to the Mark X Japanese-market sedan.


As a result, the time taken from design selection through to mass production declined 
markedly, despite the increase in new-model development projects at the time. 
However, at the same time it became apparent that better employee training was 
needed to fully reap the efficiency improvements that digital data use could offer. To 
address this concern, TMC also placed emphasis on revising employee development 
through improvements in on-the-job training, such as by introducing the practice of 
studying drawn and actual objects simultaneously.


Construction of Innovative Lines - GBL, etc. 
Toyota introduced its Flexible Body Line (FBL) in 1985. In 1996, development of its 
Global Body Line (GBL) for vehicle body welding began.


FBL allowed several vehicle models to be sent along the line at the same time and 
shortened the time required to change jigs when switching between models, raising 
productivity and accuracy significantly. However, this method was suited to mass 
production plants, and was not profitable at plants in countries with a small production 
output. There was a need for a new type of line that could be used at plants outside 
Japan to respond flexibly to the expansion of production bases and demand 
fluctuations.




GBL was tested on small-lot lines at Toyota Motor Vietnam, Co., Ltd., which began 
production in 1996, and, in Japan, on production lines for the first-generation Prius 
which went on sale in December 1997. The lines were further expanded to full-scale 
mass production with manufacture of the Vitz launched in January 1999, and deployed 
to plants outside Japan as a global line capable of handling production of any scale-
from extremely small lots through to mass production. Digital engineering using 3D 
data was also employed in the design of GBL facilities, shortening the development 
period to two years compared to the four years taken to develop FBL.


Testing of the Set Parts Supply System (SPS) for simplifying the assembly process 
began in 2002 as part of the BT2 initiative aimed at reducing in-house production costs 
at plants. The system separated the parts selection and assembly processes, with the 
parts required for each vehicle selected and gathered into a set in a yard separate from 
the assembly line before being sent to line operators.


Internal newsletter reports on global deployment of GBL (2002)



Line operators were able to focus solely on assembly processes and were able to 
master the required processes in a shorter time. This method was particularly effective 
in securing quality levels during changeover in vehicle models and stabilizing output 
rate. SPS was first introduced in 2005 on the refurbished Tsutsumi Plant lines, and, 
from 2006, introduced at plants both in and outside Japan when constructing new 
plants or remodeling existing ones.


As globalization took place in the production divisions, there became an increasing 
need for mass production lines that could produce high-quality products and be 
operated around the world by a diverse range of workers. In response to such needs of 
the times, for the production of compact cars, TMC set about building a revolutionary 
new line at its Takaoka Plant, aiming not only for world leading quality and cost 
competitiveness, but also to reduce environmental impact. Remodeling of the plant's 
No.1 Line began in 2006, utilizing a variety of new technologies. Firstly, the moving and 
vehicle installation of heavy objects, and other tasks that placed a heavy physical 
burden on employees, was supported by assistive robots, in "symbiotic automation 
between humans and robots." Secondly, sophisticated automated inspection utilizing 
high-sensitivity cameras and sensors was employed. Thirdly, SPS was fully utilized in 
the assembly process. As a result, in August 2007 Toyota completed development of 
its fastest-ever line, which was capable of producing a vehicle every 50 seconds. A line 
with the same specifications was introduced at the No. 2 plant of Toyota Motor 
Manufacturing Canada, Inc., which began operation at the end of 2008, and, with 
limited staff and development time, TMC's production engineering and manufacturing 
divisions gave their utmost effort in order to get the new line up and running.


However, the introduction of such innovative new lines also raised several problematic 
issues, such as an increase in the company's investment expenditure and roll-out to 
plants outside Japan before performance at domestic plants had been properly 
verified.


Meanwhile, a facility aimed at consolidating vehicle production engineering 
development functions and performing sufficient validation during the development 
stage was constructed on the Motomachi Plant site and commenced operation in 
January 2009.




Item 4. Human Resources Development


Compilation of the Toyota Way 
Due to the rapid global expansion that began in the second half of the 1990s, the 
number of TMC employees on a consolidated basis exceeded 200,000 in fiscal 1999 
(ended March 2000) and 300,000 in fiscal 2007 (ended March 2008). In comparison, 
the number of TMC employees on an unconsolidated basis was approximately 65,000 
in fiscal 1999 (ended March 2000), as the workforce reduction resulting from the hiring 
freeze that followed the bursting of the economic bubble began to abate. With such a 
rapid increase in the number of employees outside Japan, the need to establish a 
globally common personnel management system became critical.


In particular, as TMC's human resources became more diversified, it was becoming 
essential to systematically develop overseas human resources that would share TMC's 
core management values and code of conduct, and to whom TMC could delegate 
management responsibilities. Therefore, in October 1998, TMC established the Toyota 
Way Compilation Project Secretariat inside the BR Global Human Resources 
Department and set out to compile the Toyota Way. The Toyota Way gathered together 
the management philosophy and values that had been passed on as implicit 
knowledge and made them available in an easy-to-understand systematic and visual 
manner.


For this project, the philosophies and values of predecessors and forbearers were 
extracted from the Toyoda Precepts and the Guiding Principles at Toyota and, following 
many rounds of consultation with TMC executives, were compiled as the Toyota Way 
2001 in April 2001. This document explained the five key concepts of "Challenge", 
"Kaizen (continuous improvement)", "Genchi Genbutsu (go to the source to find the 
facts)", "Respect", and "Teamwork", under the two main principles of "Continuous 
Improvement" and "Respect for People", and was distributed in booklet form (including 
an English version) to all TMC affiliates inside and outside Japan.


President Fujio Cho, who directed the creation of the Toyota Way, stated at the 
beginning of the booklet, "The Toyota Way defines the company's fundamental DNA, 
which summarizes the unique and outstanding elements of our company culture and 
success for all of us who work at Toyota. I urge all of you to maintain an attitude of 
continually asking yourself 'Is this a Toyota Way?'" Positioning the Toyota Way as 
something that was not static and must be evolved and developed, President Cho also 



added "2001" to the official name of the booklet and encouraged TMC employees to 
actively discuss the future shape of Toyota.


The Toyota Way was broken down according to function and was also implemented at 
the individual divisional level. For example, for the sales function, a booklet called "The 
Toyota Way in Sales and Marketing" was created n October 2001 with the goal of 
sharing, spreading, and propagating Toyota's sales and marketing philosophy to sales 
and marketing personnel throughout the world. Then, in 2002, TMC established its 
Global Knowledge Center, a dedicated sales and marketing training organization in 
California, United States, which began activities as the global base for spreading the 
Toyota Way in Sales and Marketing.


Then, in October 2002, the Accounting Group issued the The Toyota Way in 
Accounting & Finance. This booklet clearly expressed the mission of the group in 
setting direction, as well as the role it plays in promoting actions to ensure profitability 
and in assessing and disclosing financial conditions. As the basis for executing tasks, 

The Toyota Way 2001 (2001)



the booklet has been actively utilized for training new employees as well as orienting 
mid-career recruits and internally transferred employees.


Beside those described above, various other major functional groups have created 
their own functionally oriented Toyota Way, for example the Toyota Way in Personnel 
and Labor Relations, the Toyota Way in Purchasing, and the Toyota Way in R & D.


Establishment of the Global Production Center 
As TMC further expanded its production outside Japan during the 2000s, global 
production continued increasing at an annual rate of 500,000 vehicles starting in 2001. 
Meanwhile, a shortage of personnel to support overseas production, including human 
resource training, became an acute issue. Then-President Hiroshi Okuda pointed out 
TMC's problem by saying, "Our line of communication has been stretched to its limit."


In response, TMC established the Global Production Center (GPC) inside Motomachi 
Plant in July 2003. The GPC's mission was to address the issues related to TMC's 
rapid business expansion outside Japan, by training the production site managers and 
supervisors who would be essential in efficiently starting up new plants and helping the 
existing production sites outside Japan become independent.


Traditionally, when a new production site outside Japan was being started up, a plant 
in Japan that produced the same model acted as the "parent plant" and accepted 
trainees who were to be developed into core personnel at the new production site. 
However, it became apparent that personnel shortages also existed at parent plants 
and that there were subtle differences among the training methods used at various 
parent plants. Therefore, the GPC selected the most excellent Toyota method for each 
process as the "best practice" and, instead of creating a conventional manual based 
on text and photographs, developed a visual manual utilizing video clips that captured 
actual actions and computer graphics to enable trainees to gain insight and efficiently 
master skills and know-how.


Those who underwent classes and training at the GPC were actually trainers from 
production sites inside and outside Japan who, when they finished their training, took 
the training materials and methods with them to the production floors of their home 
plants, where they helped develop human resources. Adopting this method reduced 
the training period required for mastering the necessary skills by half, compared to the 
conventional method. The GPC also served the function of efficiently carrying out pilot 



production and conducted "global pilot production" with the participation of members 
from multiple related production sites around the world during model startup or 
switchover.


TMC also propagated the functions of the GPC to other countries. It established the 
Asia Pacific Global Production Center in Thailand in 2005, as well as the European 
Global Production Centre in the United Kingdom and the North American Production 
Support Center in the United States in 2006.


Meanwhile, in January 2002, TMC established the Toyota Institute as a human 
resources development facility for supporting globalization. President Fujio Cho was 
appointed the institute's first president. The Toyota Institute placed a central role in 
training management and middle management of TMC's global organizations, 
including affiliates outside Japan. In 2004, the institute compiled the Toyota Business 
Practices (TBP), which systematized Toyota's strong problem-solving methodologies, 
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and held TBP trainer education seminars beginning in 2005. As of October 2008, more 
than 400 trainers had been certified throughout the world and efforts have continued to 
raise the level of the problem-solving abilities of all involved through steady 
implementation of the TBP.


Item 5. Global Initiatives in Management Groups


Toward Consolidated Management That Highly Values 
Stakeholders 
In September 1999, TMC's stock was listed on both the New York Stock Exchange and 
the London Stock Exchange. The main reasons for taking this action were raising funds 
outside Japan and improving Toyota's name recognition and brand image. The move 
was to serve as motivation for pursuing a management style suitable to stock markets, 
which included increasing management transparency, strengthening earning power, 
and improving investment efficiency.


Meanwhile, in the United States, the Public Company Accounting Reform and Investor 
Protection Act (also known as the "Sarbanes-Oxley Act of 2002") was enacted in July 
2002 in response to the uncovering of a series of instances of large-scale accounting 
fraud by large corporations. In April 2006, TMC also became subject to this law. To 
deal with this situation, TMC in January 2005 created the Global Audit Department as 
an independent organization under direct executive vice president supervision, with the 
Audit Group in the Accounting Division as the parent body. The Global Audit 
Department then began taking actions to evaluate and improve the validity of internal 
control related to consolidated financial reporting.


Fiscal year 1999 (ended March 2000) began with the so-called "Big Bang" accounting 
reforms in Japan, and listing TMC stock on the two major overseas stock exchanges 
(New York and London) the same year was timely. The massive reforms were intended 
to bring the accounting standards in Japan closer to international standards by 
introducing tax effect accounting, etc. For its part, TMC began publishing public 
announcements (with a focus on consolidated financial statements) beginning with 
fiscal year 1999 (ended March 2000) in order to disclose its global financial results.


Furthermore, in 2000, TMC changed the unit of trading its stocks from 1,000 to 100 
shares. At the time, financial institutions that were forced to dispose of non-performing 



loans were selling off shares they held in operating companies, accelerating the 
dissolution of mutual stockholding arrangements. The listing in overseas stock 
exchanges and reducing the unit of trading were measures TMC took to counter the 
loss of stable shareholders caused by the dissolution of mutual stockholding 
arrangements and to increase the number of individual stockholders.


At the same time, TMC also positioned redistribution of profits to shareholders (for 
example, through stable dividends) as an important management policy. As part of this 
policy, TMC also focused on acquiring treasury stock, which leads to improved capital 
efficiency, and planned to acquire 600 billion yen worth in fiscal year 2002 (ended 
March 2003), the largest ever for a Japanese corporation. As for dividends, TMC 
announced a plan to increase the consolidated dividend payout ratio for the medium/
long-term to 30 percent beginning in fiscal year 2005, and steadily increased the 
payout ratio until the fiscal year 2007; immediately after which the global financial 
crisis, symbolized in the collapse of Lehman Brothers, set in.


In promoting stakeholder-oriented consolidated management, TMC introduced its 
Global Master Plan for developing a five-year management plan on a global scale 
starting in 2003. This plan-which included product and business planning, profit 
planning, and management resource allocation planning-clearly identified 
management-related issues and what needed to be done to ensure profitability, and set 
goals every other year for the following five years. Furthermore, beginning in fiscal year 
2005, TMC introduced Global Profit Management, a framework for achieving annual 
profit goals and other financial targets, based on the Global Master Plan. As a result, 
the various functions at TMC were aligned with those of subsidiaries outside Japan, 
fully establishing a structure for promoting profit improvement activities.


Globalization of the Management Structure 
In this way, "global" became the keyword in TMC's business operations at the start of 
the 21st century and was used in many organizational names. Whereas there had been 
no organizational name on the divisional level or equivalent with the "Global" prefix in 
1997, a total of eight divisions and one department in 2007 used the prefix as part of 
their names. Examples included the Global Audit Department and the Global 
Purchasing Planning Division.


Against a backdrop of intensifying global competition, TMC implemented major 
management structural reform in June 2003. The number of directors was dramatically 



reduced and a new managing officer system (equivalent to an executive officer system) 
was established. Only those in senior managing director and higher positions were 
made directors, reducing the number of directors by more than half from 58 to 27, with 
39 newly appointed managing officers in charge of the operation of various divisions. 
Additionally, the number of outside auditors was increased from two to four to enhance 
the auditing function.


During this director reshuffling, the executive vice president of Toyota Motor Sales, 
U.S.A., Inc. and the presidents of Toyota Motor Manufacturing, Kentucky, Inc. and 
Toyota Motor Manufacturing (UK) Ltd. were appointed managing officers of TMC, 
making them the first non-Japanese to be executives of TMC. This signified the first 
step in TMC's efforts to globalize its human resources.


The new management structure also attached importance to flattening the decision-
making hierarchy, and introduced a system in which final decisions related to divisional 
operations were made by senior managing directors in charge of the division or at a 
lower level. In other words, the reformed system required senior managing directors to 
make speedy decisions rooted in the actual operations for which they were 
responsible, while also being involved in management issues from a company-wide 
viewpoint.


Item 6. Helping Build a Sustainable Society

Forest of Toyota Activities and Volunteer Support 
TMC has been carrying out a wide variety of social contribution activities, spiritually 
guided by the concepts of "contributing to the company and to the overall good" and 
"remembering to be grateful at all times", stipulated in the Toyoda Precepts established 
in 1935.


In the second half of the 1980s, with the help of a booming economy, society began to 
demand more social contribution activities from corporations. In December 1989, TMC 
established the Corporate Citizenship Activity Committee chaired by President 
Shoichiro Toyoda, to create a structure that actively involved TMC executives in 
decisions related to corporate citizenship policies. In 1990, when the Federation of 
Economic Organizations (now the Japan Business Federation, or Keidanren) 
established the One Percent Club, encouraging member companies to donate one 



percent of their recurring profit to social contribution activities, TMC became a club 
member and began promoting a wide variety of contribution programs.


In the area of the global environment, TMC in 1992 created the Forest of Toyota plan 
and began taking initiatives to help improve the global environment and promote the 
effective utilization of forest resources. The goal of the Forest of Toyota initiative was to 
revitalize the suburban forests located inside Foresta Hills, a general recreational facility 
in Toyota City. In 1997, TMC opened a 15-ha model forest, where it held various events 
such as the Eco-no-Mori Seminar and the Parent-Child Hands-on Play and Experience 
Program. Subsequently, a 30-ha validation forest was completed in July 2008.


Furthermore, in response to its employees' heightening awareness about volunteerism, 
TMC established the Toyota Volunteer Center under the General Administration 
Division in 1993. The center was also made available to TMC retirees and employee 
family members, and later expanded the scope of its activities to include cleaning local 

Eco-no-Mori House opened (2003)



areas and providing assistance during post-disaster restoration, as well as helping the 
vision impaired participate in the dancing portion of the Toyota Oiden Matsuri Festival.


Since 2006, employee volunteers have also been participating in tree-planting activities 
as part of the desertification prevention project started in China by TMC’s 
Biotechnology & Afforestation Business Division and other organizations in 2001. The 
Division utilized the know-how it acquired in afforestation in Australia from the late 
1990s, and began expansion in China. As of 2010, over 600 Toyota Motor (China) 
Investment Co. Ltd. (TMCI) and TMC employees have participated in afforestation 
activities in China. Afforestation Project activities were extended to the Philippines in 
2007, and volunteer activities commenced in the country from 2010. In the three years 
up until 2012, Toyota members and their family, in cooperation with Toyota Motor 
Philippines (TMP), have planted a total of approximately 3,800 saplings.


Promoting Arts and Culture, and Conducting Traffic 
Safety Activities 
In the area of promoting arts and culture, TMC has worked together with Toyota 
dealers all over Japan since 1981 to continue Toyota Community Concert activities that 
sponsor concerts by amateur orchestras. Since 2000, TMC has also arranged the 
Toyota Master Players, Wien, which holds concerts by world-renowned musicians with 
reasonable admission fees. Inviting a specially organized orchestra made up mainly of 
members of the Vienna Philharmonic Orchestra and the Vienna State Opera, TMC 
sponsored a total of 68 Toyota Master Players, Wien concerts by the end of 2010, 
attended by approximately 126,000 people.


In the area of traffic safety activities, since starting the Toyota Traffic Safety Campaign 
in 1969 with its vehicle dealers all over Japan, TMC has been continuously running a 
wide variety of programs. In particular, the cumulative number of traffic safety picture 
books that TMC has presented to kindergarteners as part of the campaign has 
exceeded 100 million copies. In 1999, TMC also began offering its safe driving course, 
which it had begun in 1987 targeting general drivers, at the Mega Web opened in 
Tokyo's ocean-front sub-city center. Furthermore, in 2005, TMC opened the Toyota 
Safety Education Center "mobilitas" inside the Fuji Speedway, where it has been 
providing safe driving courses to several thousand drivers annually.




Toyota Community Concert

Driving course at 'mobilitas' (c. 2005)



Opening the Sakichi Toyoda Memorial House and the 
Toyota Commemorative Museum of Industry and 
Technology 
TMC has also endeavored to preserve and expand the exhibit of buildings with 
significance to Toyota's history. In October 1988, TMC established the Sakichi Toyoda 
Memorial House by adding on such facilities as an exhibit room and observation deck 
to the Toyoda family home already open to the public in Kosai City, Shizuoka 
Prefecture, the birthplace of Sakichi Toyoda, and re-opened it free of charge. Then in 
1990, the house of Sakichi's birth, built in the latter part of the Edo Era, was also 
restored at the site and opened to the public.


In June 1994, the 100th year since Kiichiro Toyoda's birth, the Toyota Commemorative 
Museum of Industry and Technology, managed by the Toyota Group, opened in 
Nagoya City. The museum not only preserves the Toyota Group's valuable industrial 
heritage-the Sako Plant of Toyoda Automatic Loom Works, Ltd., but also shows the 
history of Toyota technologies, focusing on weaving machines and automotive industry 

Sakichi Toyoda Memorial House (1988)



technologies, and also plays the role of communicating the Toyota Group's spirit of 
monozukuri (conscientious manufacturing) to society at large.


Establishing the CSR & Environmental Affairs Division 
As the 21st century arrived, the guidelines issued by the Organisation for Economic 
Co-operation and Development (OECD) and others encouraged society to pay close 
attention to corporate social responsibility (CSR). For its part, TMC established the 
CSR Study Working Group, consisting of the Management Planning Division and other 
related groups, in January 2004 to consider policy initiatives. The working group 
concluded that the Guiding Principles at Toyota already contained all the accepted 
CSR concepts and in January 2005 created TMC's CSR document titled "Contribution 
towards Sustainable Development" based on the Guiding Principles at Toyota. 
Additionally, TMC decided to position an organizational body that would 
comprehensively lead all CSR-related activities inside the Environmental Affairs 

Toyota Commemorative Museum of Industry and Technology 
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Division and thus established the CSR & Environmental Affairs Division in January 
2007.


With the desire to centrally approach social contribution activities from a more global 
perspective, TMC consolidated functions that had been scattered among the Public 
Affair Division and other divisions and established the Corporate Citizenship Division in 
January 2006. As part of its evolution, the Corporate Citizenship Activity Committee, 
which had met 57 times since 1989, was merged into the CSR Committee established 
in October 2007.


The CSR Committee also includes outside auditors as its members and plays a part in 
corporate governance.


Creation of Toyota Global Vision 2020 
In June 2005, President Fujio Cho, who had been leading TMC's drive toward 
globalization, was appointed vice chairman, and Executive Vice President Katsuaki 
Watanabe was appointed president. At a press conference following his appointment, 
President Watanabe stressed the importance of shoring up TMC's foundation to cope 
with the rapid expansion of production outside Japan, saying, "I want to strengthen our 
foundation for monozukuri within the flow that begins in development and leads to 
production and sales." He also described his aspirations, declaring, "It's easy to miss 
problems when our business is growing. I plan to take precautions against arrogance 
and conceit and make problems visible."


In 2007, the 70th year since its founding, TMC created a new long-term vision titled 
"Toyota Global Vision 2020". Under the theme: "Open the frontiers of tomorrow through 
the energy of people and technology", the vision listed the following four concepts:

1. Excel at maintaining harmony between monozukuri and natural circulation

2. Now is the time to return to the founding spirit

3. Toyota pursues evolution in terms of growth, gaining depth, and true value

4. Our goal is to become the No. 1 business in town (in terms of having the trust of 

local communities). 


The vision's goal was to help TMC become an entity that is useful as a member of both 
the earth's community and society, while coping with environmental and energy-related 
problems on a global scale.




Furthermore, in 2007, TMC broke down the concept of "Contribution towards 
Sustainable Development" (which was the guiding principle for CSR activities) into 
sustainability in three areas and 
communicated these to society at 
large. The goal of sustainability in 
three areas was to achieve 
sustainable growth in terms of 
R&D, manufacturing, and social 
contribution. Specific measures 
included the development of 
veh ic les and t ranspor ta t ion 
systems that can coexist with the 
earth's environment, production 
plants that aim to maintain 
harmony with nature (sustainable 
plants), and the promotion of social 
contribution activities such as 
planting trees. At the Toyota 
Environmental Forum held in Tokyo 
in June 2008, President Watanabe 
gave examples of sustainability in 
each of the three areas and 
indicated his determination to 
s t r e n g t h e n T M C ' s 
countermeasures related to global 
warming and energy problems, to 
help achieve an affluent low-
carbon society.


Toyota Global Vision 2020



Section 8. Integrating IT and 
Exploring New Energy Sources 

Item 1. Development of Prius and Hybrid Strategy


Hybrid Vehicles as the Basis of Environmental Action 
Ahead of the beginning of the 21st century, which has also been called the "century of 
the environment", Toyota created the world's first mass-produced hybrid passenger 
vehicle, the Prius. The Prius was launched in December 1997, opening up a new era of 
automotive environmental technology.


Toyota has positioned hybrid systems as representing a key environmental technology 
for the 21st century and adopted a policy of applying such systems to fuel cell and 
other vehicles. But for conventional gasoline and diesel engines, which will remain as 
the chief providers of motive power for some time to come, Toyota is also putting great 
effort into developing technologies related to improving fuel efficiency and making 
exhaust emissions cleaner.


Prius (1997)



From the year 2000, Toyota set as a goal the timely provision of environment friendly 
vehicles that meet the needs of the different markets around the world, based on its 
principle of providing "the right vehicle, for the right place, at the right time".


Prius Development Completed in Approximately Two 
Years 
Toyota's first hybrid vehicle development dates back to 1968, when Toyota Motor 
Corporation (TMC) Project General Manager Kenya Nakamura, who had led the 
development of the first-generation Crown, started work on the development of a 
system using a gas turbine engine. Partly because there were no secondary, or 
rechargeable, batteries at the time that met the performance requirements for a hybrid 
vehicle, the project was discontinued at the beginning of the 1980s.


It was in 1993, when in-house discussions over a "vehicle for the 21st century" 
intensified, that the development that led to the Prius got under way. In that year, the 
G21 Project was launched as a means to promote technological development, and, 
with Project General Manager Takeshi Uchiyamada at the center, efforts began toward 
finding ways to achieve a groundbreaking improvement in fuel efficiency that would 
light the way in the 21st century.


Gas turbine hybrid car



With the improvement of engine efficiency its primary objective, the G21 Project at first 
set a target of raising fuel efficiency performance to 1.5 times the level of that of 
conventional engines. However, in a top-down move, Akihiro Wada, the executive vice 
president for research and development, ordered the high target of a two-fold 
improvement. In the summer of 1994, the basic G21 concept was approved, but it was 
not until it was decided later that a concept vehicle would be shown at the Tokyo 
Motor Show in the autumn of 1995 that the hybrid approach entered the picture. A 
decision was made to give the concept vehicle a hybrid format because a hybrid 
offered the prospect of doubling fuel efficiency.


But from the autumn of 1994, when development of the motor show concept vehicle 
was started, and into the winter, a major change occurred in the corporate atmosphere 
within TMC. As a result, it was decided to go for a hybrid format for the production 

Project General Manager Kenya Nakamura and his colleagues 
examine the R engine



version as well. Thus, rather than centering on engine improvement, the project had 
shifted focus to the adoption of a hybrid system. The upshot was the completion in the 
autumn of 1995 of a prototype model that was exhibited at the Tokyo Motor Show and 
which used a capacitor as the electricity storage device.


In 1996, to accelerate hybrid system development, the departments responsible for the 
development of control systems, and electric-drive and other components were 
integrated, and a cross-functional in-house structure was set up under TMC's so-
called "business reform (BR) structure". The new in-house structure was integrated in 
January 1997 with the EV Development Division to become the Electric & Hybrid 
Vehicle Engineering Division.


In March 1997, TMC completed and announced the Toyota Hybrid System (THS), 
which featured an integrated electric motor and generator linked to a power split 
device, resulting in a combination series-and-parallel hybrid system. A production 
system was then put in place at the Takaoka Plant and the vehicle was ready for sales 
launch at the end of the year. The main components of THS, the electric motor and 
inverter, were manufactured in-house, while production of the nickel-metal hydride 
battery pack that served as the secondary battery was commissioned to Panasonic EV 
Energy Co., Ltd. (now Primearth EV Energy Co., Ltd.), a company established jointly in 

Prius concept car (1995)



December 1996 by TMC and Matsushita Electric Industrial Co., Ltd. (now Panasonic 
Corporation).


The project to create the first-generation Prius was unprecedented in that it took a 
basically unknown and unproven technology all the way to completion and mass 
production in only approximately two years from the official start of development. The 
demanding schedule was managed thanks to a system for promoting progress that 
united the whole company, allowing, for example, the vehicle assembly process to be 
planned using 3D virtual assembly technology that had been under development in the 
Production Engineering Group, and to make use of a body welding line for small-
volume production.


As this was the first-ever mass-produced hybrid passenger vehicle, a special joint team 
was formed to deal with technology, service, and quality assurance so that response to 
initial market issues after the sales launch could be handled promptly. On the publicity 
front, the Prius was featured in the Toyota Eco Project corporate advertising series that 

Prius line-off ceremony (1997)



ran throughout 1997. Using the catchphrase "Just in time for the 21st century", strong 
emphasis was given to the advanced nature of Toyota's environmental technologies.


The Rolling Out of Hybrid Vehicle Series 
In 2000, following a partial redesign to improve system output and fuel efficiency, the 
first-generation Prius was released in the United States and Europe. Then, in 
September 2003, the second-generation Prius was launched featuring THS II, which 
improved on all aspects of the earlier system. THS II used a high-voltage power circuit 
to largely increase motor output and was designed to take both driving and 
environmental performance to a new level.


There was also an accelerated development of hybrid models to follow the Prius: 2001 
saw the sales launch of the Estima Hybrid minivan and the simply structured Crown 
Mild Hybrid; in 2003 came the release of hybrid versions of the diesel Dyna and 
Toyoace trucks, followed in 2005 by the Harrier Hybrid SUV (known outside Japan as 
the Lexus RX 400h). The available vehicle types of hybrid vehicles thus grew in 

Second-generation Prius line-off ceremony (2003)



variation. The Lexus brand also pushed forward with sedan-type hybrid models, 
releasing the GS 450h in 2006, the LS 600h series in 2007, and the HS250h in 2009.


Production of hybrid vehicles also started outside Japan at major production bases 
around the world. The first hybrid vehicle production outside Japan began in 2005 in 
China, with the start of knockdown production of the Prius at Sichuan FAW Toyota 
Motor Co., Ltd. In 2006, a Camry Hybrid to be exclusively sold outside of Japan went 
into production at Toyota Motor Manufacturing, Kentucky, Inc. The Camry Hybrid also 
went into production in Thailand and Australia from 2009 and in China from 2010. Also, 
in the same year, Europe's first Toyota hybrid production began with the Auris Hybrid at 
Toyota Motor Manufacturing (UK) Ltd.


Toyota's plans for market rollout of hybrid vehicles were presented by TMC President 
Katsuaki Watanabe at the Toyota Environmental Forum in 2006 and 2008. At the 2006 
forum, President Watanabe declared a policy of increasing yearly production to 1 
million units in the early years of the decade starting from 2010, while at the 2008 
forum he presented a policy of giving all passenger vehicle series a hybrid version by 

Lexus GS 450h launched (2006)



around 2020. As for hybrid vehicle sales, in May 2007, approximately 10 years after the 
launch of the first-generation Prius, cumulative worldwide sales reached 1 million units. 
The pace of market penetration of hybrid vehicles increased in tandem with the 
expansion of vehicle models, allowing cumulative worldwide sales to reach 2 million 
units only two years and four months later in September 2009, and 3 million units in 
February 2011.


Item 2. Responding to the Energy Problem

Development of Electric Vehicles and Fuel Cell 
Vehicles 
As the 1990s began, the response to global environment problems was joined by 
another important task for the automotive industry: measures to anticipate the energy 
problem posed by future short supply and depletion of petroleum resources. TMC 
established the Electric Vehicle Development Division in 1992, marking the start of 
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serious efforts to develop electric vehicles and hydrogen-fueled fuel cell vehicles. In 
1990, the state of California in the United States passed zero emissions regulations 
that required vehicles with zero exhaust emissions to make up two percent of a 
manufacturer's total units sold, starting in 1998. This and other factors created the 
need to accelerate electric vehicle development from the research stage to 
commercialization.


With the aim of limiting costs, Toyota's electric vehicle development was based on a 
modified version of the RAV4 car-based SUV. Initially, two formats were adopted, one 
with a maintenance-free sealed lead battery and the other with the just-developed 
nickel-metal hydride battery. Assessments through focus groups in Japan and the 
United States indicated that the lead battery only allowed a short cruising distance on 
a single charge, making it an impractical choice. As such, the RAV4 EV electric vehicle, 
which was launched in Japan in 1996 and in the United States in 1997, was fitted with 
a nickel-metal hydride battery.


Debut of RAV4 EV fleet vehicle (1997)



In the eight years up to 2003, the RAV4 EV achieved a sales performance of 
approximately 1,900 units. Of these approximately 1,500 units went to the United 
States, with approximately 320 units sold in 1998 in California, as required by the 
state's zero-emission program.


In the area of fuel cell vehicles (which run on electricity generated from hydrogen), 
Toyota developed the FCEV-1, which was fitted with a hydrogen-absorbing alloy 
storage unit, in 1996. A further step in development was taken in 1997 with the 
FCEV-2, which was fitted with a reformer that extracted hydrogen from methanol. In 
2001, Toyota developed and tested the FCHV-3 and FCHV-4, which were fitted with a 
secondary battery and adopted the control technology built up through experience with 
the Prius. In the FCHV-4, a high-pressure tank was used to store hydrogen. In 
December 2002, the Toyota FCHV, fitted with the Toyota FC Stack fuel cell developed 
in-house, was released for limited sale in Japan and the United States, marking the first 
step toward commercialization.


FCEV-1 fuel cell electric vehicle (1996)



Further Evolution of Hybrid Technology and 
Conventional Engines 
From the mid-decade of the 2000s, work began on evolution of the hybrid system 
itself. One aspect of this evolution was the development of the plug-in hybrid vehicle, 
which allowed electrical charging from external power sources and had increased 
electric battery capacity, thus extending the electric vehicle cruising range.


In July 2007, Toyota created a plug-in hybrid vehicle based on the second-generation 
Prius that had twice the onboard battery capacity and could be charged from a 100-
volt or 200-volt electric power source. Public road test data on this plug-in hybrid 
vehicle-which obtained approved status from Japan's Minister of Land, Infrastructure, 
Transport and Tourism were gathered in Japan, and it was also the subject of public 
road tests in the United States, France, and United Kingdom between 2007 and 2008. 
Toyota pressed forward with the development of the plug-in hybrid vehicle as one of 
the most promising responses to environmental and energy problems.


Meanwhile, in the mid-1990s, when the development of the first-generation Prius was 
reaching its peak, Toyota set about greatly reducing exhaust emissions and improving 
fuel efficiency for conventional internal combustion engines. One of the major results 
was the D-4 direct injection gasoline engine fitted in the Corona Premio sedan 
launched in 1996 in Japan. By adopting a lean combustion system, it improved torque 
output by approximately 10 percent and improved fuel efficiency by approximately 30 
percent compared to regular engines with equivalent displacement.


Key to the commercialization of the D-4 was finding a way to handle nitrogen oxides 
(NOx), emissions of which increase under lean combustion. Toyota overcame this 
problem by developing a NOx storage-reduction three-way catalyst. As the use of the 
D-4 engine expanded, the catalyst also underwent rapid evolution, resulting in its 
receiving the 1999 Catalysis Society of Japan Award.


Among other engine improvements were the Variable Valve Timing-intelligent, an 
advanced version of the technology that optimally controls the timing of the opening 
and closing of the air intake valve, commercialized by Toyota in 1995, followed by the 
Valvematic continuously variable valve lift mechanism in 2007. An anti-idling device, 
which turns the engine off when the vehicle is for instance waiting at a traffic signal, 
was first adopted in 1981 in the Japan-market Starlet compact car, but in 2003 a fully 



automatic system was newly developed and fitted in the continuously variable 
transmission of the Japan-market Vitz compact car. Among its features was that it had 
a twin electric power source, with the lead battery joined by a newly developed lithium-
ion battery to supplement the electric power supply while the engine is switched off or 
when it is restarted. The improvement in fuel efficiency achieved was approximately 
nine percent and the system won the Ministry of Economy, Trade and Industry's Energy 
Conservation Grand Prize in fiscal year 2003. In-house development of continuously 
variable transmissions, which improve fuel efficiency, was also advanced from the end 
of the 1990s, with the first adoption being in the family-targeted Opa passenger car 
launched in Japan in 2000.


Initiatives in Biotechnology 
In the latter half of the 1990s, work began on biotechnology-related research and 
development as a strategy to deal with the depletion of petroleum resources and global 
warming. In 1996, TMC President Hiroshi Okuda sent out the call to take preparatory 
measures against the demographic, food-supply and environmental problems of the 
21st century. In response, having carried out a commercial feasibility study, TMC 
established the Biotechnology and Afforestation Business Department in the Business 

Pilot plant for bioplastics (c. 2005)



Development Division in January 1998. In January 2001, the department became the 
independent Biotechnology & Afforestation Business Division and began research into 
biodegradable bioplastics (polylactic acid). In 2002, TMC acquired from Shimadzu 
Corporation patents and expertise relating to the manufacture of polylactic acid, and in 
2004 a pilot plant for yearly production of 1,000 tons was completed at TMC's Hirose 
Plant.


In May 2003, bioplastics were used for the first time in the world in automotive parts: 
the spare tire cover and floormat of the new Raum model. Technological verification 
efforts in the three years up to 2007 led to the conclusion that the time was not yet ripe 
to make bioplastics a business unto itself, but it was decided to expand the use of 
bioplastics in parts. Not limited to bioplastics, Toyota's biotechnology and afforestation 
business is also moving forward in the fields of potted flowers and tree-planting.


Item 3. ITS Initiatives

Full-Scale Adaptation to ITS
The concept of intelligent transport systems (ITS) emerged at the beginning of the 
1990s, a time when there were public calls for action on traffic accidents, traffic 
congestion, and environmental problems, and when electronics technology was 
advancing rapidly. Moves to promote ITS grew worldwide and bodies to drive its 
implementation were founded in the United States in 1990 in the form of ITS America 
and in Europe in 1992 with ERTICO. The first ITS World Congress was held in Paris in 
1994 and the congress has subsequently been held yearly on rotation among Europe, 
North America, and Asia.


In Japan, VERTIS (Vehicle, Road and Traffic Intelligence Society) was set up in January 
1994 with the support of five government agencies: the Ministry of International Trade 
and Industry (MITI; now the Ministry of Economy, Trade and Industry [METI]), the 
Ministry of Transport (now the Ministry of Land, Infrastructure, Transport and Tourism), 
the Ministry of Posts and Telecommunications, the Ministry of Construction (now the 
Ministry of Land, Infrastructure, Transport and Tourism), and the National Police 
Agency. TMC Chairman Shoichiro Toyoda was appointed chairman of VERTIS, which 
changed its name in 2001 to ITS Japan. The five participating government agencies 
formulated implementation guidelines in 1995 and drew up the Comprehensive Plan for 
Intelligent Transport Systems (ITS) in Japan in 1996 to serve as a master plan, marking 
the beginning in earnest of joint initiatives by government and private industry.




TMC set up the ITS Planning Group in 1995 to look into implementation structures and 
other matters. In March 1996, an ITS Planning Division consisting of three groups-
planning, technology, and public relations-was established. Since then, in coordination 
with relevant government agencies and organizations, the division has contributed to 
the advanced development of vehicle navigation, which is the most important ITS 
system, and to the creation of other systems, including the Vehicle Information and 
Communication System (VICS), the Electronic Toll Collection (ETC) system, and the 
HELPNET emergency alert service.


In July 1999, verification testing was begun for the Crayon in-house project to explore 
communal use of small electric vehicles as a strategy to ease urban traffic congestion. 
For the beginning of the verification testing, 50 units of the in-house developed two-
seater electric commuter vehicle e-com were distributed to 13 corporate depots 
(dedicated parking lots) and an IT-based system was put in place to manage 
reservations and operation. From the same year, the pilot studies were supplemented 

e-com compact electric commuter vehicle (1999)



by public trials in Toyota City, Kyoto, and other locations using e-com units provided by 
Toyota. The trials in Toyota City and the Crayon verification testing continued until 
March 2006.


Meanwhile, the Toyota Group developed a next-generation system for medium-
distance transportation of medium-sized loads known as the Intelligent Multi-mode 
Transit System (IMTS). The system allows convoys to be operated automatically in 
train-like fashion but without mechanical connections between member vehicles on 
dedicated roadways through the use of telecommunications and magnetic lane 
markers embedded in the roadway. The vehicles in the convoy can also be operated 
separately and manually on general roadways. Following its introduction in 2001 at a 
theme park in Hyogo Prefecture, it was adopted by the 2005 World Exposition, Aichi, 
Japan (Expo 2005 Aichi, Japan), as a method of transit within the exposition grounds.


In 2004, the ITS World Congress, in its eleventh year, was held at the Port Messe 
Nagoya International Exhibition Hall in Nagoya in conjunction with a Nagoya ITS 

Trial runs of experimental Intelligent Multimode Transit System (2004)



festival. TMC, Hino Motors, Ltd., and Daihatsu Motor Co., Ltd., set up a joint booth at 
this exhibition to present their wide-ranging initiatives in the field of ITS.


Development of Vehicle Telematics Services 
Technology for vehicle telematics (onboard information and communications systems), 
which drove the introduction of intelligent vehicle systems, also entered a new stage. In 
1997, TMC set up Gazoo (now GAZOO), a system offering various kinds of automobile-
related information through dedicated terminals and the internet, and also introduced 
the MONET vehicle telematics service that provided information through linked 
navigation systems and mobile phones.


In October 2002, TMC developed the new vehicle telematics service G-BOOK 
combining MONET and GAZOO technology. In the first version, the WiLL CYPHA was 
fitted as standard with a G-BOOK-compatible vehicle navigation system and a 
dedicated data communication module jointly developed with Denso Corporation and 
KDDI Corporation. The service offered driving information covering parking, leisure 
facilities, weather forecasts, etc., and additional functions such as email, an online 
message board, and a car-trouble notification service. On top of the basic functions of 
the vehicle (cruising, turning, and stopping), G-BOOK added one more (linking the 
driver to the rest of society) and was promoted as a new service enhancing safety and 
comfort.


From 2003, G-BOOK was fitted on a successively expanded range of vehicle series 
and the number of compatible navigation systems was also increased. Improved 
convenience was also targeted, for instance by allowing connection through mobile 
phones, which boosted its popularity. In 2005, the G-BOOK ALPHA service was 
introduced and offered not only faster transmission speed but also features such as a 
HELPNET function allowing emergency notification in the event of accident, sudden 
illness, etc.


In the meantime, coinciding with the rollout of the Lexus brand in Japan, the G-Link 
vehicle telematics system was launched in August 2005 for use with Japanese-market 
Lexus vehicles. It has won high acclaim for offering a service that provided a one-stop 
operator response to customer inquiries and requests.


In 2007 it evolved into the G-BOOK mX, which featured functions such as map-on-
demand, which updated navigation system maps automatically, and more accurate 



traffic information reflecting the G-BOOK member's current driving situation. March 
2010 saw the launch of G-BOOK BIZ, a vehicle management support system aimed at 
corporate customers of Toyota rental and lease dealers that was one of the "driving 
improvement support" initiatives taken by TMC to help such dealers. For G-BOOK, a 
tie-up was agreed with Fuji Heavy Industries Ltd. and Mazda Motor Corporation, which 
began service in 2004 and 2005, respectively.


Further Improving Safety 
With the aim of harnessing the progress of IT and ITS technology for safer vehicle 
development, TMC announced the Integrated Safety Management Concept in August 
2006. The aim was to provide optimal support based on driving conditions so as to 
eventually realize the ultimate vision of an accident-free vehicle. Under this concept, 
the individual onboard vehicle safety technologies and systems are coordinated to 
maximize safety at all stages of driving, and, in the future, coordination with the road 
infrastructure (road-to-vehicle communications) and utilization of information received 
from other vehicles (vehicle-to-vehicle communications) will provide optimal support 
tailored to driving conditions to further contribute to realizing the accident-free vehicle.


TMC declared that use of coordination and cooperation of this kind to boost 
synergistic safety benefits and enhance safety at all stages of driving (parking, 
preventive safety, pre-collision safety, collision safety and rescue) was to become the 
basis of future safety technology and vehicle development.


Based on this integrated safety management concept, the Lexus LS 460 sedan 
launched in Japan in September 2006 adopted a wide range of driving support 
technologies including an advanced Pre-Collision System with measures against even 
rear-end collisions plus cruise control equipped with a tracking function covering all 
vehicle speeds from stationary to speeds of up to 100 km per hour.


From December 2006 to May 2007, public road tests of a vehicle-infrastructure 
cooperative system based on ITS technology were carried out in Toyota City. These 
verification tests were promoted by the National Police Agency, and Toyota 
participated using 100 vehicles fitted with drive recorders.


Additionally, Toyota also participated in joint ITS-Safety 2010 verification testing and 
public demonstrations held from December 2008 until March 2009 in the Odaiba area 
of Tokyo with the relevant government agencies, other Japanese and non-Japanese 



automakers, electrical goods manufacturers, and other entities. So that these projects 
could be used to drive development based on Toyota's integrated safety management 
concept, data was collected, including driving data related to both road-to-vehicle and 
vehicle-to-vehicle cooperative systems.


Based on this series of initiatives, a dedicated short range communication unit 
(compatible with ITS spots) able to receive driving support information on highways 
was offered as an optional feature on the Lexus LS series launched in Japan in October 
2009. Toyota is promoting the increased equipping of vehicles with functions that 
create compatibility with vehicle-infrastructure cooperative systems, such as by 
providing the Alphard and Vellfire minivans released in Japan in August 2011 with 
optional Driving Safety Support Systems-compatible navigation systems that support 
safe driving by receiving data on traffic signals, signboards, and other traffic control 
information.


Also, as part of initiatives to promote traffic safety based on the evolution of ITS and 
related technologies, a TMC-wide implementation structure that views people, 
vehicles, and the traffic environment as an integrated whole was created in March 2005 
and efforts towards achieving the ultimate aim of completely eliminating traffic deaths 
and injuries are being promoted.


Item 4. Actions for Assisting Mobility

Realizing Universal Design 
From the mid-1990s, along with the growing need to address safety, environmental, 
and energy issues, there was increasing demand for improved comfort and usability 
and the concepts "barrier-free" and "universal design" gained popularity. Universal 
design is a design approach that focuses on making products accessible for stress-
free use by a broad range of people including the elderly. This approach was embodied 
by Toyota in the Raum compact car for the Japanese market launched in 1997.


The Raum had a long wheelbase in relation to the overall vehicle length and a greater 
vehicle height and higher sitting position as part of measures to improve ease of 
vehicle boarding and exiting and to secure a wider field of vision. This design received 
recognition when the vehicle became the first to win the Universal Design Prize as part 
of the MITI's 1997 Good Design Award competition. Meanwhile, the first-generation 
Prius launched in December of the same year with a newly developed platform 



featured full-scale integration of universal design, including a central instrument 
readout panel requiring reduced visual refocusing.


As part of a further advance in Toyota's approach to universal design, the second-
generation Raum, launched in 2003, featured a futuristic elliptical steering wheel that 
made the instrument panel easier to view and also facilitated boarding and exiting. At 
this time, Toyota formulated and introduced universal design evaluation indices 
consisting of two indices based on criteria developed independently in-house. The 
results of the evaluation were displayed in vehicle brochures and their content was 
reflected in subsequent vehicle development.


Development of Assisted-Mobility Vehicles 
Toyota began development of assisted-mobility vehicles in the 1960s by 
commissioning specialty manufacturers to add modifications such as drive-assist 
devices and lifts. The customers for such vehicles were mainly nursing care facilities 
and other institutions and demand was met by creating assisted mobility versions of 
the Townace van and other vehicle series, which were fitted with wheelchair lifts and 
other features.


Model EXZ10 Raum (1997)



Subsequently, as demand from individual customers increased with the advance of 
demographic aging, more vehicle models were introduced to support nursing care with 
passenger seats that rotate and slide down and to the outside of the vehicle, and other 
features. By 1996, the introduction of such features in all van and minivan vehicle 
series was complete. Toyota then proceeded with rollout to all vehicle series including 
compact cars and other vehicles.


In 1997, the enactment in Japan of the Long-Term Care Insurance Law brought 
increased demand for assisted-mobility vehicles. In the same year, Toyota made a 
television commercial showing a family taking its wheelchair-using grandfather on an 
outdoor excursion, thus promoting the corporate message "creating people-friendly 
vehicles".


In 1998, Toyota's series of assisted-mobility vehicles were given the name "Toyota 
Welcab Series Vehicles" as a way of promoting increased recognition. As a result, 
people started requesting to be able to get a better look at the Welcabs (as the vehicles 
were known in short). To meet this demand, in July of the same year, Toyota Heartful 

Toyota Heartful Plaza (1998)



Plaza opened in Tokyo's Suginami-ku, an exhibition center with a display space for 
approximately 10 vehicles from the Welcab series. Similar facilities were later rolled out 
nationwide, promoting increased sales of Welcab series vehicles.


Annual sales of Toyota assisted-mobility vehicles were around 2,700 units in 1996, but 
grew to 13,790 units in 2000.


Toyota rental and lease dealers introduced 80 Welcab rental vehicles in 1996, but, by 
the end of 2006, the number had increased to 800, the highest in the car rental 
industry, a fact that was actively promoted including through television commercials.


Toward Realizing 'Toyota Partner Robots' 
In the area of healthcare, Toyota took on the new challenge of developing "partner 
robots" that could work in harmony with people.


Development of Toyota Partner Robots announced (2004)



As an aspiration shared by the whole Toyota Group, work began in 2000 on a project 
designed to meet society's needs by fusing industrial robot technology, which had 
been used in manufacturing plants since the 1970s, with automotive, electronics and 
intelligence technologies. TMC's policy direction for up to 2025 sets out four areas of 
activity in which Toyota is working to realize robots that will be of use to people: 1) 
household assistance, 2) nursing and healthcare 3) manufacturing in production plants, 
etc., and 4) personal mobility.


To realize the functions required in these four areas, the elements considered important 
are technology for harmonization with people, mobility technologies, advances in 
whole-body movement, and ability to use tools. Development in each of these areas is 
ongoing. With Expo 2005 Aichi, Japan offering an ideal setting for the unveiling of such 
robots, Toyota developed performing robots that could play the trumpet and other 
musical instruments that can be difficult even for people. The robots, collectively 
known as the "Toyota Partner Robots", debuted at a performance called the Welcome 
Show at the Toyota Group pavilion at the exposition. The performance proved to be a 
great attraction and featured a band of eight robots and dance performances by the 
mountable walking "i-foot" and the single-rider, four-wheeled "i-unit".


At Expo 2010 Shanghai China, the Japan Pavilion featured a violin-playing robot. The 
bipedal walking robot presented a form with which people could readily relate and 
coordinated both hands and arms to give meticulous performances that even featured 
displays of vibrato.


While advancements are being made in all four areas, in the area of personal mobility, 
Toyota presented the Winglet, a personal transport assistance robot ridden in the 
standing position, in August 2008. Three types were developed, all of which moved on 
two wheels, and verification testing took place in the same year at Central Japan 
International Airport near Nagoya and in 2010 in Toyota City.


In another of the four areas, nursing and healthcare, four categories of Toyota Partner 
Robots were presented publicly in November 2011 in four categories: 1) independent 
walk assist, 2) walk training assist, 3) balance training assist, and 4) patient transfer 
assist. At the same time, plans for commercialization starting from 2013 were 
announced. These robots were developed in collaboration with Fujita Health University, 
which is providing Toyota with design feedback on the needs of specialized medical 
facilities. With a view to commercialization, development is accelerating with the 



cooperation of a wide range of nursing and healthcare facilities through verification 
studies and other steps.




Chapter 5. Restart 

Section 1. Global Financial 
Crisis 

Item 1. Rapid Growth

Upon entering the 21st century, demand in Japan for new cars started to peak. In 
contrast, demand in the U.S. market remained at historically high levels in the range of 
16 million to 17 million vehicles annually from 1999 to 2006, while modernization in 
emerging countries such as China and India entered a stage of full-fledged 
development. The timing of the start of operations at overseas production sites where 
TMC had been laying foundations since the mid-1990s coincided with these market 
developments, and TMC's overseas production grew at an unprecedented pace.


In the Global Vision 2010 adopted in 2002, Toyota began to see that it was headed 
toward a global market share of approximately 15% in the 2010s and accelerated 
overseas production initiatives even further. As a result, new vehicle plants in France, 
China, the Czech Republic, the United States, and other countries began operations 
between 2001 and 2006.


At the end of 2007, TMC had 53 overseas production affiliates (including engine and 
other component plants) in 27 countries and regions, an increase of 50% in just 10 
years. Global consolidated production volume including Hino Motors, Ltd. and 
Daihatsu Motor Co., Ltd. increased from 5.94 million units in 2000 to 9.50 million units 
in 2007. This represented an increase of 3.56 million units over seven years, with 
continuous annual average growth of approximately 500,000 units. TMC's production 
was growing at a rapid pace, particularly overseas, and two to three new plants, each 
with an annual production capacity of 200,000 units, were coming online each year.


As TMC put into practice its policy of expanding production where demand is, its 
unconsolidated overseas production reached approximately 4.31 million units in 2007, 
exceeding domestic production of approximately 4.23 million units for the first time.




In conjunction with the increases in global production and sales, TMC reported (in 
accordance with accounting principles generally accepted in the United States) higher 
revenues and earnings for each fiscal year from fiscal year 2000 (ended March 2001) to 
fiscal year 2007 (ended March 2008). For fiscal year 2001 (ended March 2002), 
operating income reached 1.936 trillion yen, surpassing 1 trillion yen for the first time, 
and, for fiscal year 2003 (ended March 2004), TMC became the first Japanese 
company to reach 1 trillion yen in net income. For fiscal year 2005 (ended March 2006), 
net revenues surpassed the 20 trillion yen mark to reach 21.369 trillion yen, and for 
fiscal year 2006 (ended March 2007), operating income reached the 2 trillion yen level. 
As such, the rapid pace of grow in financial results mirrored the rapid pace of growth in 
production and sales.


Changes in Toyota's Global Production Volumes



Even as the company's performance continued its upward climb, the external 
environment was slowly changing. Starting in mid-2004, rising demand caused by 
rapid growth in emerging markets pushed up prices for energy and materials, including 
crude oil, specialty steels, plastics and precious metals such as platinum. Procurement 
costs rose not only in the automobile industry, but in all manufacturing industries, 
putting pressure on earnings. TMC, which enjoyed continuous good results, also 
experienced stagnating earnings even as sales volumes increased because of an 
increase of compact cars and other small vehicles in the model mix.


As for TMC's consolidated financial results, cost improvements, including those 
achieved through the Construction of Cost Competitiveness 21 (CCC21) cost-cutting 
program, enabled the company to reduce annual costs in fiscal years 2002 and 2003 
(ended March 2003 and March 2004, respectively), during which material costs were 
relatively stable, to the 300 billion yen level. However, in fiscal year 2006 (ended March 
2007), when consolidated operating income surpassed 2 trillion yen, the impact of a 
greater-than 200 billion yen increase in material costs limited cost-improvement 
savings to only 100 billion yen.


Item 2. On the Eve of the Financial Crisis

In the automobile industry, rising crude oil prices increased manufacturing energy costs 
and the cost of materials, such as plastics, and, through rising fuel costs, put pressure 
on new-car sales. Crude oil prices began rising in 2005 in conjunction with higher 
energy consumption in emerging economies, and although there was a brief lull in 
mid-2006, prices began climbing again in 2007. The price for American West Texas 
Intermediate, a representative crude oil price indicator, reached a historical high of 80 
U.S. dollars to the barrel in October 2007 and then continued mostly uninterrupted to 
more than 130 U.S. dollars to the barrel in June 2008.


The U.S. economy was showing signs of a quick recovery and market conditions 
remained favorable following the bursting of the IT bubble in 2000, but around the end 
of 2006, a major cause for concern came to light. This was the subprime loan crisis.1 
In the summer of 2007, America's leading credit rating agencies announced that they 
were lowering the ratings of financial products that bundled subprime loans. As these 
loans were securitized and sold to financial institutions and investors around the world 
as financial products, and a serious problem surfaced and led to a global financial 
crisis.




Disorder in financial markets gradually cast a shadow on the U.S. real economy as a 
result of tighter restrictions on credit. In addition, the yen began rising against the dollar 
in currency exchange markets in the autumn of 2007, becoming yet another cause of 
deteriorating financial results for Japanese manufacturers on top of higher crude oil 
and raw material costs and the slowdown of the U.S. economy.


It was under these circumstances that in its consolidated results for fiscal year 2007 
(ended March 2008), TMC reported global retail sales of 9.43 million units, a 4.7% year-
on-year increase and net revenues of an all-time high of 26.289 trillion yen, a 9.8% 
year-on-year increase. Operating income was 2.27 trillion yen and net income was 
1.717 trillion yen, both historical highs, but the rates of increase were just 1.4% for 
operating income and 4.5% for net income. The environment in which higher sales did 
not lead to higher earnings was becoming even more severe.


Starting in the second half of fiscal year 2007 (ended March 2008), the slowdown of 
developed country economies, particularly the United States, and the isolated rise of 
the yen compared to other currencies caused further harm to TMC's profitability. The 
impact was especially prominent in the fourth quarter when operating income from 
North America, a major source of earnings, fell into the red. North America's share of 
operating income by overseas region plunged from 57% for the previous fiscal year to 
36%, a portent of the impending crisis.


The forecast for fiscal year 2008 (ended March 2009) consolidated financial results, 
released at the time of announcement of the financial results for fiscal year 2007 
(ended March 2008), reflected the increasingly harsh business environment. TMC, in a 
forecast outlining reduced income and reduced profit, projected that net revenues 
would fall 4.9% year-on-year to 25 trillion yen. In addition, the high value of the yen 
was expected to trim operating income by 690 billion yen, brining it down 29.5% to 1.6 
trillion yen, and net income was expected to decline by 27.2% to 1.25 trillion yen, both 
indicating a large expected drop in profit. Because of the subsequent outbreak of a 
global financial crisis and further increases in the value of the yen, however, TMC later 
had to make three major downward revisions to this forecast.




Item 3. Financial Losses

By early 2008, the housing bubble in the United States had burst, and in September of 
that year, Lehman Brothers, a major investment bank deeply involved in subprime 
loans, collapsed and filed in U.S. federal court for protection under Chapter 11 of the 
U.S. Federal Bankruptcy Code (similar to Japan's Civil Rehabilitation Act). The credit-
market chaos originating in the United States soon expanded into a global financial 
crisis. The effects rippled out to affect share prices in numerous countries, and in 
March 2009 the Nikkei average stock price in Japan was 7,054 yen, a new record low 
since the collapse of the bubble economy in the early 1990s.


Nikkan Kogyo Shimbun reports on bankruptcy of Lehman 
Brothers (September 17, 2008)



The impact on the automobile industry was severe. Due to more-strict screening of 
auto loans in the United States and other countries, as well as other factors, new-car 
markets rapidly cooled, particularly in developed countries. As the effects of the 
financial crisis spread to the real economy, TMC established the Emergency Profit 
Improvement Committee against Yen Surge with President Katsuaki Watanabe as its 
chairman in November 2008 and implemented a variety of measures to prop up 
earnings throughout fiscal years 2008 and 2009 (ended March 2009 and March 10, 
respectively).


It was the first time for the president or higher to be appointed chair of such a 
response-measure committee since the formation of a committee to formulate urgent 
responses to an appreciating yen, which was established in 1986 to respond to the 
rising value of the yen following the Plaza Accord. The Emergency Profit Improvement 
Committee against Yen Surge adopted measures to address the deterioration of 
earnings by focusing on reducing total expenses and maximizing revenues. With 
respect to reducing total expenses, the committee adopted measures to make 
sweeping cost cuts in all expense categories including general and administrative 
costs, marketing costs, and manufacturing costs, and, for new projects, the committee 
comprehensively examined production structures, including reviewing implementation 
timing and scale. With respect to maximizing revenues, the committee aimed to 
stimulate demand by introducing appealing products, such as new hybrid vehicles, and 
offering products tailored to specific demands.


The global economic slowdown following the financial crisis, however, vastly surpassed 
industry assumptions. When it announced financial results for the second quarter in 
November 2008, TMC sharply revised downward its initial forecasts to operating 
income of 600 billion yen and net income of 550 billion yen for fiscal year 2008 (ended 
March 2009). The earnings outlook deteriorated even further, and in December, the 
forecasts were again revised to a 150 billion yen operating loss and net income of 50 
billion yen. Circumstances made it impossible for TMC to avoid its first operating loss 
since its foundation.


A third revision was made in February 2009, this time to an operating loss of 450 billion 
yen and a net loss of 350 billion yen. These repeated downward revisions of results 
forecasts and TMC's shift into the red were reported in the Japanese mass media as 
the "Toyota shock".




Emergency measures to improve earnings launched in autumn 2008 resulted in an 
improvement of approximately 130 billion yen by March of the following year through 
implementation of emergency value analysis (VA) activities and limits on investments in 
facilities, including postponement of the start of operation of Toyota Motor 
Manufacturing, Mississippi, Inc. Effects from the decline in sales volume and the 
drastic increase in the value of the yen, however, caused net revenues for fiscal year 
2009 (ended March 2010) to plummet 21.9% from the previous fiscal year to 20.529 
trillion yen, resulting in an operating loss of 461 billion yen and a net loss of 437 billion 
yen, in a switch from record earnings in the previous fiscal year to record losses.


Automakers saw their sales drop across the board in 2008 because of the contraction 
of the global new-car market. TMC's sales fell by 4% year-on-year to 8.972 million 
units, but in the United States, General Motors experienced a decline of 11% to 8.356 
million units, putting Toyota in the number one position in global sales for the first time.


These adverse conditions in the automobile market intensified even further, however, 
and TMC sharply cut production in response to inventory adjustments starting in the 
autumn of 2008. TMC's consolidated global production in 2009 was down 22% to 7.23 
million units, and TMC's unconsolidated domestic production fell 30% to 2.79 million 
units, dropping below the 3 million unit level for the first time since the 1970s.


In response to this production cutback of unprecedented scale, in addition to the 
existing "simultaneous annual holidays" (planned use of vacation time) that treated 
days on which lines do not operate as working days, TMC's plants in Japan instituted 
company holidays with pay of 80% of employees' base salaries. Overseas, TMC 
placed greater emphasis on saving jobs than layoffs and adopted work sharing, a 
system where each employee receives lower wages in conjunction with curtailed 
working hours. Fourteen overseas manufacturing affiliates (or about 40% of the total) 
implemented work sharing for more than 30,000 employees.




Section 2. Launch of New 
Management Systems 

Item 1. Making "Ever-Better Cars"


Tentative Decisions Concerning Senior Management 
Posts 
It was while TMC was confronting the crisis of an unavoidable large loss for the fiscal 
year ended March 2009 (ended March 2010) that it announced a new senior 
management lineup on January 20, 2009. Executive Vice President Akio Toyoda was 
made president and President Katsuaki Watanabe became vice chairman. Chairman 
Fujio Cho and Vice Chairman Kazuo Okamoto remained in office, and the new team 
took office following the general shareholders meeting in late June.


Tentative decision made concerning officers at president-level or 
higher (2009)



Chairman Cho, President Watanabe, and Executive Vice President Toyoda held a press 
conference at the Tokyo Head Office the same day following announcement of the 
tentative decisions. Chairman Cho explained Executive Vice President Toyoda's 
promotion to president: "During these turbulent times, it is crucial that we implement 
major reforms, while returning to our founding origins of always putting the customer 
first and genchi genbutsu (going to the source to find the facts). I am confident that 
Executive Vice President Toyoda, with his extensive experience in a wide range of 
fields both in Japan and overseas as well as his new perspectives and youthful thinking 
is ideally suited for the position of president during these difficult times."


Executive Vice President Toyoda commented, "I feel a deep sense of responsibility in 
taking over a major role in determining Toyota's course of action during this 
unprecedented crisis, which is said to be a once-in-a-century occurrence", and he 
announced his determination to "implement bold reforms from broad perspectives." 
When asked how he saw himself as president, he explained that he "hopes to be the 
president closest to the production site" in order to effect a return to the company's 
founding origins.


FY2009 Global Corporate Policy 
On April 1, 2009, President Watanabe announced the fiscal 2009 (ended March 2010) 
Global Corporate Policy to all employees. As of the new fiscal year, the existing 
Corporate Policy was renamed the Global Corporate Policy pursuant to a principle of 
establishing a shared corporate policy for all 300,000 consolidated employees. That 
year's policy set three core themes as a first step on the path to overcoming the crisis: 
1) reinforcing the foundations of universal measures that are not substantially affected 
by changes in the times, 2) companywide measures to address immediate issues, and 
3) measures to address the customer-first policy, genchi genbutsu, and raising product 
appeal and responses to structural changes in demand.


At the time of the announcement of the global corporate policy, Executive Vice 
President Toyoda issued a message to employees prior to taking up his post as 
president. In this message, he said, "The most important thing is that our focus does 
not waver. And that focus must be on just one thing: Ever-better cars", making a simple 
and clear appeal in a difficult business environment. He pointed out that the 
foundations of "better cars" is high quality at low cost, and called on employees to 
achieve this by "always putting the customer first and going to the source to find the 
facts by carrying out genchi genbutsu." He also emphasized that "setting prices at 



levels that customers believe are affordable" is important and the starting point for 
product development and reducing costs. He concluded by saying, "The coming two 
to three years will be extremely difficult, but in Toyota's 70-year history, 60 of those 
years have been filled with hardship. We must never forget the Toyota concepts of 
being practical while avoiding frivolity and remember to be grateful at all times. I want 
to use the abilities of each individual to rebuild a strong Toyota."


Changes in Senior Management During Turbulent 
Times 
The global automobile industry experienced turbulent change in 2009. In April, Chrysler 
Corporation of the United States filed for protection under Chapter 11 of the U.S. 
Federal Bankruptcy Code (similar to Japan's Civil Rehabilitation Act), followed by 
General Motors in June. The two companies received capital injections totaling 
approximately 100 billion U.S. dollars from the United States and Canadian 
governments and began the process of restructuring. Chrysler completed the legal 
procedures in June of that year to restart under the umbrella of Italy's Fiat, while 
General Motors completed the legal procedures in July, reemerging as a new company.


New management system launched (2009)



As the automobile industry was undergoing massive changes, Executive Vice President 
Toyoda was appointed president at a Board of Directors meeting following the June 23 
general shareholders meeting, and a new management team was established. On the 
occasion of his appointment, President Toyoda issued a message entitled "To Toyota 
Employees" to all employees.


Under the new system, Executive Vice President Takeshi Uchiyamada remained in his 
position, and four senior managing officers were promoted to executive vice president, 
and in addition to their existing functions and field-specific responsibilities, they also 
took on new duties for individual regions around the world. The aim was to clarify the 
business and presence that Toyota seeks in each region with diversifying customer 
needs and to implement "region-centric" product development and product lineups.


On June 25, TMC held a press conference in Tokyo attended by President Toyoda and 
all executive vice presidents. At the press conference, President Toyoda announced a 
management policy that was generally the same as the message to employees and 
said, "Although the external environment played a significant role, as a management 
team that let the company fall into the red, we are ashamed. We have made our start 
under very tumultuous conditions, but we will make every effort to return the company 
to profitability as soon as possible."


TABLE 3-3 SUMMARY OF THE SPEECH GIVEN BY PRESIDENT AKIO TOYODA AT HIS 
APPOINTMENT (JUNE 2009) 

Theme Summary

Founding 
philosophy

Toyota's founding philosophy was to contribute to the national 
economy by establishing an automobile industry. "Contribute" meant 
"enriching people's lives through car making" and "creating 
employment and enriching the local economy by paying taxes as a 
locally rooted company". In the beginning, Toyota fell into the red and 
could not fulfill even the basic duty of paying taxes. This was a great 
embarrassment since the company had to start over again from the 
bottom.

Crisis and 
growth

Toyota's 70-year history was filled with difficulties, including the 
postwar labor dispute, trade liberalization in the 1960s, and the trade 
dispute of the 1980s. However, Toyota managed to grow vigorously 
through each of these challenges, strengthening its cohesiveness as 
a group. Through the various crises it faced, Toyota built its corporate 
culture of "Customer First, Frontlines First", along with a good 
corporate structure for developing employees.



Item 2. Implementation of New Policies and Difficult 
Decisions


New SLIM Logistics System 
In 2009, the global automobile industry experienced turmoil, including the start of a 
phase of restructuring under legal procedures by General Motors and Chrysler 
Corporation in the United States. TMC established a new management lineup in June 
of that year and began implementing various policies intended to lead to medium-and-
long-term growth by returning to the company's origins while dealing with the pressing 
issue of restoring profitability.


Determination 
toward recovery

As the 21st century rolled in, Toyota continued to expand at a rapid 
pace. Although expanding business size in order to satisfy customer 
needs was not wrong, taking on a task that was beyond Toyota's 
ability may have prevented Toyota from fully capitalizing on its 
inherent strength in terms of methodology and working mode. Toyota 
can definitely recover if we share the philosophy of "contributing to 
society through car making" anew and put into practice the ideas 
Toyota has valued, such as the Customer First concept.

Axle that does 
not shake

"Making ever-better cars" must for us be the axle that does not shake. 
Additionally, we must take to heart the knowledge that Toyota can 
only grow when we practice "Customer First, Dealers Second, and 
Makers Third."

Product line-up 
adjustment

Product development and product line-up must be driven by region. 
Local situations must be analyzed against Toyota's strength and 
abilities in order to identify the fields in which Toyota should forge 
ahead and those from which Toyota should retreat. We will proceed to 
right-size our product line-up itself.

Technical 
development

In addition to environmental technologies, which are the most 
important, we also need breakthroughs in technologies that will help 
people enjoy and get excited about riding and driving cars. Let's 
always try to reach one step higher so that we can provide cars that 
excite customers at prices they find affordable.

Lead players at 
Toyota

I would like you to take steps related to human resource development 
with a renewed sense of commitment. A company is not driven by its 
management but by each of its members. The employees who 
support the actual work are the lead players at Toyota. Only a 
company that can help all of its members develop into human 
resources possessing indispensable values will become a strong 
company.



At Guangzhou Toyota Motor Co., Ltd. (GTMC), a joint venture company established in 
China with Guangzhou Automobile Group Co., Ltd., the Sales Logistics Integrated 
Management (SLIM) system, a new logistics system that uses advanced information 
technology to manage all phases of operations from production and logistics to sales 
and after-sales service went into full-scale operation that June. The SLIM system is an 
advancement of the e-CRB sales management system that was introduced at sales 
companies in Thailand in 2003 and supported accurate understanding on GTMC 
computer monitors of the status of all vehicles in each process from production to 
after-sales service.


Identifying the status of each vehicle in each process at any given moment not only 
eliminates unnecessary delays, it also supports lean and efficient logistics that reflect 
at high-frequency in-store inventories and sales information in production plans and 
plans for vehicle distribution to dealers. In addition, dealers can use special-purpose 
terminals to monitor stagnant inventory that has been at the dealer for more than a 
certain period and post-delivery vehicle service times, supporting optimal inventory 
management and service management. Plans include deploying the system in 
emerging markets in stages, following assessment of SLIM used at GTMC.


A Business Culture Committed to "Ever-Better Cars" 
Vehicle models that gave concrete form to President Toyoda's unwavering call for 
"manufacturing ever-better cars" began to appear. In November 2009, the GAZOO 
Racing Project, which was launched in 2007 with the aim of increasing racing fans, 
sold a limited run of just 100 "iQ GAZOO Racing tuned by MN" (GRMN) iQ 130G 
vehicles tuned for enjoyment on both circuits and ordinary roads. 


The Lexus LFA, positioned as the pinnacle of TMC's premium sports cars since the 
start of its development in the early 2000s, was formally announced and the sales 
overview released at the Tokyo Motor Show in October of that year. Equipped with a 
4.8-liter V10 engine that provides maximum output of 560 horsepower (412 kW) and a 
carbon fiber reinforced polymer chassis that is both strong and lightweight, the LFA 
boasts a maximum speed of 325 km/h.


Sales prices were set at 37.5 million yen in Japan and 375,000 U.S. dollars overseas, 
and sales were limited to 500 units worldwide. TMC began accepting purchase 
requests in October 2009, and with more requests than available vehicles, the buyers 
were finalized in the spring of 2010.




Production began in December 2010 and was to continue until December 2012, with 
units steadily being shipped to destinations around the world.


In order to foster a corporate culture committed to manufacturing "ever-better cars", 
TMC established the Toyota Awards, a new system of internal commendation for 
vehicles and technologies. The first time the awards were presented, the winners were 
selected from among vehicles with an initial market launch in fiscal year 2009 (ended 
March 2010) by employee vote, with the voting taking place in April 2010. In the new-
vehicle sales category, President Toyoda chose as the winner of the Morizo Prize the 
Crown Comfort and Comfort, long-selling series used as taxis and driving-instruction 
vehicles, because "even though they are unspectacular, they are a presence that plays 
an essential supporting role in society." Executive Vice President Takeshi Uchiyamada 
selected the Welcab series of vehicles for the disabled for a prize, and the Prius and 
Lexus IS 250C were selected by employee vote.


Line-off ceremony for Lexus LFA (2010)



In addition, the "We Love Toyota" initiative was launched in the spring of 2009 to 
encourage a sense of unity among all Toyota-related entities. The program aimed to 
raise employee interest in Toyota business and products and to deepen the feeling of 
loyalty among all Toyota-related entities, and it even led to employees more actively 
participating in introduction sales. As a part of these efforts, in April 2010, a We Love 
Toyota seminar was held in Gamagori, Aichi Prefecture, with the participation of the 
president. The seminar program included the Internal Prius Cup, a fuel efficiency 
competition by employees and executives active in creative idea activities and informal 
activities, as well as discussions and lectures on car-related topics. The seminar 
proved to be an excellent opportunity for the participants to engage in inter-
departmental communication and to reaffirm a sense of unity.


As global demand structures changed because of the financial crisis, TMC adopted its 
"region-centric" policy of introducing products that meet the specific market 
characteristics of each region. In July 2009, TMC implemented measures to reinforce 

'We Love Toyota seminar' held in Gamagori City (2010)



marketing functions in accordance with this policy, and in January 2010, it established 
two new companies, mainly drawing from its advertising and domestic and overseas 
marketing support divisions. Toyota Marketing Japan (TMJ) was created to handle 
domestic marketing, while Toyota Motor Sales & Marketing (TMSM) was created as a 
coordinating company to provide support to overseas regional marketing activities. 
TMC provided all of the equity for TMSM, which was also created as a holding 
company for TMJ and other affiliates such as Delphys, a Toyota Group advertising 
agency, establishing a structure for integrated business development by each affiliate.


Withdrawal from NUMMI and F1 
While undertaking these new measures, TMC was also compelled to make several 
difficult decisions.


In August 2009, TMC decided to terminate production by New United Motor 
Manufacturing, Inc. (NUMMI), a joint venture company established with General 
Motors, at the end of March 2010. After undergoing business reorganization, GM 
decided to withdraw from NUMMI, and TMC determined that it would be difficult to 

Line-off of final Corolla at NUMMI



continue business on its own. Following the end of production, President Toyoda 
visited NUMMI on April 1, 2010 and thanked the NUMMI employees for maintaining 
quality and productivity until the very last vehicle was produced and for putting their 
best efforts into car production. NUMMI was a symbol of industrial cooperation by 
Toyota and GM, and the first GM Chevrolet Nova produced at NUMMI when operations 
commenced in 1984 and the last Toyota Corolla produced there are preserved in the 
Toyota Automobile Museum as reminders to future generations of NUMMI's production 
activities.


In November 2009, TMC decided it would end its participation in Formula One (F1) 
racing, the pinnacle of motorsports, with the end of the season. Since Toyota began 
competing in F1 with its own team in 2002, although it did not win any races over eight 
seasons, it did make it to the winner's podium 13 times and had 87 point finishes, 
successfully raising brand recognition and contributing to technology development and 
personnel training. The experience gained from F1 was put to good use in the 
development of production sports cars.


Signs of Recovery 
In his New Year's address to employees for 2010, made even as the company 
continued to face difficult decisions, President Toyoda announced the he would "place 
importance on gratitude, modesty, and conviction." He also said that he wanted Toyota 
to be "the most admired company in town, selected and respected by customers" and 
that he wanted, through the strength all employees, "to make Toyota into a company 
where all personnel feel strongly that they are happy to be a part of Toyota."


Initially, TMC projected an operating loss of 850 billion yen for fiscal year 2009 (ended 
March 2010), but in addition to the effects from a sharp reduction in total costs and 
emergency value analysis (VA), the scope of which was expanded to more vehicles, the 
Japanese market recovered thanks to tax reductions on, and government subsidies for, 
fuel-efficient vehicles, and results improved at a better than expected pace. In a new 
year's message, President Toyoda expressed his commitment to persevere until TMC 
had fully returned to profitability and to make a new start so that TMC was once again 
a company where employees were proud to work. 



Section 3. Recommitment to 
Quality 

Item 1. Expansion of Recalls


Voluntary Remedies and Recalls 
On August 28, 2009, a Lexus ES 350 that a dealer in San Diego, California, in the 
United States, provided to a customer as a loaner vehicle went out of control on the 
highway, collided with an embankment, and caught fire. An off-duty highway patrol 
officer and three members of his family perished in the accident. It was ultimately 
determined that the cause of the accident was the use of all-weather floor mats for a 
different vehicle; the mats did not fit properly, were not secured and the accelerator 
pedal became entrapped in a wide-open position by one of the mats’ position. The 
accident was widely reported in the mass media, including the playing of a recording of 
a phone call made by mobile phone from the car to the police seeking assistance just 
before the crash. Speculation began almost immediately that there was something 
wrong with the electronic throttle control system in Toyota vehicles.


In late September, after an investigation of the San Diego accident and discussions 
with NHTSA, Toyota decided to conduct a recall to make changes to many of its 
vehicles to lessen the chance of accelerator entrapment by the floor mat. Toyota Motor 
Sales, U.S.A., Inc. (TMS) issued a Consumer Safety Advisory on September 29, 2009 
warning customers about the dangers of improper and unsecured floor mats, and on 
October 5 notified NHTSA of its intention to write to customers in the United States 
also asking them to remove floor mats from the driver’s side of their vehicles until the 
recall modification was developed and completed. The mailing of this interim notice to 
customers began on October 30, 2009.


Eight vehicle series, including the Lexus ES 350, Camry, and Prius, were initially 
subject to the recall, with more added at later dates.  The floor mats were replaced, the 
configuration of accelerator pedals was modified, and on some models, the shape of 
the floor surface was changed.1The number of vehicles subject to the recall reached 
4.26million in the United States and 6.1million including Canada and the rest of the 
world. While Toyota and NHTSA focused on the risk of floor mat entrapment, media 
speculation about a possible electronic throttle control problem continued.




Late that year, a new issue, a slow-to-return or “sticky” accelerator pedal, previously 
only duplicated in Europe, was duplicated in some US vehicles.


The problem seemed to be that water from condensation caused components of 
certain accelerator pedal units to adhere to each other, preventing the pedal from 
operating properly. TMC announced on January 21, 2010 a recall in the United States 
of eight vehicle series, including leading models such as the Corolla, RAV4, and Camry. 
The affected accelerator pedal was also used on vehicles in Canada, China, and 
Europe, and a total of 4.44 million vehicles were recalled worldwide.


In addition, it was discovered in Japan that the brakes on the third-generation Prius, 
which was launched in May 2009, had an unexpected feel when activated on certain 
road surfaces. Test runs and analysis determined that the cause of the customers’ 
reported concerns was in the ABS control program, although the tests also confirmed 
that the issue did not affect the ability to stop the vehicle. Nonetheless, to reassure 
customers, along with the Prius, the SAI hybrid and the Lexus HS 250h were recalled 
on February 9, 2010. The number of recalled vehicles was 440,000 worldwide.


These additional recalls further fueled the US media speculation about possible flaws 
in Toyota’s electronic throttle control systems and questions about Toyota’s quality. The 
publicity, in turn, contributed to an increase in the number of complaints to NHTSA 
about what NHTSA categorized as “speed control issues.” One such issue was high-
speed unintended acceleration.


Public Hearings Held 
In response to concerns about the recalls and related issues, President Akio Toyoda 
held a press conference in Nagoya on February 5, 2010. President Toyoda expressed 
his regret for the unease that some Toyota customers felt and announced the 
establishment of the Special Committee for Global Quality, with himself as chairman, 
and the immediate implementation of various initiatives focusing on verification and 
improvement of quality measures and reinforcement of measures in each region around 
the world. To show his involvement and commitment, four days after this press 
conference, on February 9, President Toyoda personally announced the recall 
mentioned above of the Prius and two other vehicle series concerning the ABS brake 
control system.




President Toyoda held an additional press conference on February 17 to explain the 
status of measures addressing the quality issues. He explained that redundant safety 
measures were incorporated into the electronic throttle control system and that the 
system was designed to limit engine output and stop the engine in the event of 
occurrence of any abnormal situation.


Meanwhile, interest in Toyota’s recalls and claims of unintended acceleration continued 
to rise in the U.S. Congress, which decided to hold public hearings and gather 
testimony on the situation from Toyota, federal vehicle safety officials, and individuals 
involved in accidents. TMS President James Lentz testified before the U.S. House of 
Representatives Energy and Commerce Committee on February 23, and President 
Toyoda and TMA President Yoshimi Inaba testified before the House Committee on 
Oversight and Government Reform the following day. During the hearings, the 
committee members expressed concerns about Toyota vehicles, including the 
electronic throttle control system, and put forth a series of harsh questions and 
criticisms. President Toyoda and others made their best efforts to explain the facts and 
Toyota’s approach to its responses.


Greeting Toyota personnel in U.S. following public hearings 
(February 24, 2000)



Following the hearings, President Toyoda met with representatives from dealers, North 
American production affiliates and suppliers, who had come to Washington from 
around the country, and expressed his gratitude, saying, “During the hearings, I was 
not alone?my colleagues from America and around the world were with me.” President 
Toyoda expressed his appreciation for the unceasing efforts of dealers to restore 
customer confidence by the ways in which they were implementing the recall remedies 
with the customers.


President Toyoda headed directly from the United States to China and held a press 
conference in Beijing on March 1. He also visited Toyota Motor Europe NV/SA on the 
23rd of that month and held a press conference, where he apologized to customers for 
any concerns or inconvenience.


On March 2, Executive Vice President Takeshi Uchiyamada, Executive Vice President 
Shinichi Sasaki, and TMA President Inaba testified before the U.S. Senate Committee 
on Commerce, Science and Transportation. Executive Vice President Uchiyamada 
testified, “We do not believe sudden unintended acceleration because of a defect in 
our ETCS has ever happened.”


Almost a year later, the Department of Transportation announced the results of an 
extensive NHTSA and the National Aeronautics and Space Administration (NASA) 
investigation of Toyota’s electronic throttle control system. They had found no evidence 
of an electronic defect capable of producing high-speed, unintended acceleration. The 
U.S. National Academy of Science (NAS) confirmed the NHTSA/NASA findings later in 
2012.


Item 2. Restoring Confidence

All-Toyota Meeting Held 
Following the U.S. Congressional hearings and President Toyoda’s visit to China, an 
All-Toyota Meeting was held on March 5, 2010 at the TMC Head Office with TMC 
executives and department heads and representatives of the Toyota National Dealers’ 
Advisory Council (TNDAC), dealers, group companies, suppliers, and workers unions in 
attendance. At this meeting, the participants committed to returning to Toyota’s origins 
by reaffirming the importance of quality measures among all Toyota-related entities and 
confirmed February 24, the day of the hearings attended by President Toyoda, as the 
“Toyota Restart Day.” The discussions were open to the media




At the meeting, President Toyoda indicated that he had gained a new awareness of the 
strength of ties within Global Toyota. He also expressed his determination that in 
instituting the restart of Toyota, the company would set aside its past success and not 
just ask what direction it should take and how its work should be performed, but how it 
thinks. The goal was to regain a unity of purpose among all personnel to make steady 
progress toward the creation of a strong and respected Toyota.


Next, Executive Vice President Uchiyamada announced an immediate policy of 
returning to development based on rapid understanding of market changes, genchi 
genbutsu (going to the source to find the facts) and a reinforcement of preventive 
measures.


President Lentz of TMS described the efforts of local dealers to respond to the recalls 
by introducing a new service of picking up and dropping off vehicles when performing 
the recall remedy work. TNDAC Senior General Manager Masahiro Morikawa called on 
the participants to recall the founding spirit of Toyota, to overcome difficulties without 

All-Toyota emergency meeting (March 5, 2010)



forgetting humility, and to make every possible effort to create a bright future for all 
Toyota-related entities.


Special Committee for Global Quality Implements 
Reinforced Measures 
The Special Committee for Global Quality held its first meeting on March 30, 2010 at 
the Head Office Quality Audit Building. Committee chair President Toyoda, TMC 
executives, representatives of all corporate functions and the chief quality officers 
(CQOs) appointed to relay the concerns of customers in North America, Europe, Asia 
and Oceania, the Middle East, Africa, and Latin America, attended. The initial portion of 
the meeting was opened to the media, and the results of the discussions were 
announced.


The committee focused its discussions on reinforcing measures from the customer’s 
perspective. The committee decided to strengthen improvement activities in the 
following five areas.


First meeting of Special Committee for Global Quality held (March 
30, 2010)



1. Decisions on recalls and other market measures

2. Strengthening information gathering

3. Timely and accurate information disclosure

4. Enhanced product safety and peace of mind

5. Human resources development


Responses to All-Toyota Meeting Issues: "Our 
Attitudes" Issued 
On April 1, immediately after the Special Committee for Global Quality announced its 
plan for restoring confidence in Toyota, TMC announced its global corporate plan for 
the fiscal year ending in March 2011. Within this plan, President Toyoda raised the 
theme of “all personnel adopting a shared commitment to restoring customer 
confidence” as an issue that must be addressed before putting the corporate plan into 
practice. He explained the importance of returning to Toyota’s origins and called on 
employees to “adopt a shared commitment to creating a Toyota that is esteemed by 
customers, refined, and can grow into being ‘the most admired company in town.’”


Chairman Cho gives speech on 'Our Attitude' (September 30, 2010)



On the occasion, President Toyoda announced “Our Attitudes,” a statement that 
clarifies and brings together the virtues and conduct-standards shared by all within 
Toyota. Our Attitudes consists of 10 items based on the Guiding Principles at Toyota 
and the Toyota Way: customer first, challenge, kaizen (continual improvement), genchi 
genbutsu, simplicity and fortitude, teamwork, sense of responsibility, modesty and 
appreciation, honesty, and loyalty to the company. The statement was distributed to all 
employees at the end of April.


Item 3. Creation of New Quality Assurance Systems

Strengthening Information Gathering 
In conjunction with the start of the fiscal year, TMC and its regional affiliates around the 
world began refining their quality assurance systems as proposed at the first meeting 
of the Special Committee for Global Quality on March 30. The aim was to restore 
customer confidence, part of the global corporate plan for that year.


Previously, TMC’s quality standards required not just compliance with laws and 
regulations, but were based on clearing high technological standards. Under the 
refined system, increased focus was also placed on eliminating customer concerns. In 
addition to pursuing safety in terms of the physical aspects, TMC sought to reinforce 
its measures intended to produce peace of mind and respond to customer 
expectations and desires.


Of the plans announced by the Special Committee for Global Quality, strengthening 
information gathering was addressed by the start of full-scale activities by the Swift 
Market Analysis Response Team in the United States. The team was created, with an 
emphasis on promptness, to analyze safety information gathered from customers and 
dealers and to have technical staff members attempt to contact customers generally 
within 24 hours. The team’s mission was to attempt to reproduce phenomena to which 
it is alerted and, when necessary, collect data and vehicle components that can 
provide clues regarding vehicle driving conditions at the time of original phenomena.


The team usually includes several specialists from the service, development and quality 
management fields. Technology offices, which serve as information collection sites, 
were greatly expanded in Japan and newly established overseas. Beginning in 2010, 
the number of technology offices in the United States expanded from one to seven 



throughout all of North America, and six sites were established in China as well as one 
in Europe, with subsequent expansion still ongoing.   Technology offices have been 
established in the Middle East and Latin America by expanding TMC representative 
offices there. Through these measures, genchi genbutsu systems for rapidly 
investigating and analyzing safety-related issues have been reinforced.


Expansion of Organization and Human Resource 
Development 
The Design Quality Innovation Division was established in the Technical Administration 
Group in May 2010 as a measure for reinforcing product safety and customer peace of 
mind. The division specializes in promptly and accurately reflecting customer opinions 
in design and raising the quality of design drawings. In addition, four weeks of 
processes were added to the existing vehicle development period in order to conduct 
further vehicle testing in an attempt to insure customer peace of mind. 


With respect to advancing human resources development, which represents another 
pillar of the plans of the Special Committee for Global Quality, Customer First Training 
Centers were established in TMC’s Japan, North America, Europe, Asia-Oceania, and 
China regions in July 2010. The centers educate trainers for individual educational 
programs in each region. They provide instruction in the fundamentals of quality, as 
well as advanced training, and create region-specific programs tailored to unique local 
needs. Basic training focuses on quality and the Toyota Way, with a focus on Toyota’s 
customer-first philosophy, while advanced training consists of practical curricula based 
on quality case studies.


One Year After the Restart Day 
Collaboration between TMC and its overseas affiliates as well as dealers and suppliers 
was essential for the series of measures designed to restore confidence. The many 
words of encouragement from customers served as opportunities to renew 
appreciation of the importance of Toyota’s relationships with customers. TMC was 
making steady progress toward its goal of further strengthening its relationship with its 
customers with active support from suppliers under the motto “the customer’s 
perspective.”


On February 24, 2011, one year after the “day of Toyota’s restart,” “Worksite Attitudes” 
were declared at each worksite. The Worksite Attitudes are versions of the Our 



Attitudes statement issued at the time of the announcement of the global corporate 
plan at the end of April 2010 tailored to individual worksites.


This was shortly after NHTSA and NASA  announced that they could not find any 
electronic throttle control problems that would likely to lead to UA. These results were 
later reinforced on January 18, 2012, when the US National Academy of Sciences 
concluded its investigation of electronic control systems and unintended acceleration. 
The National Academy concluded that NHTSA had been justified in closing its 
investigation of Toyota’s electronic throttle control systems.


Nonetheless, the series of events triggered by the tragic San Diego accident ensure 
that the date of the restart of Toyota will not be forgotten.




Section 4. Global Vision 
Item 1. Announcement of the Global Vision

President Akio Toyoda announced the Toyota Global Vision at a press conference in 
Tokyo on March 9, 2011. The Toyota Global Vision is a statement of the vision to be 
shared by Toyota's 300,000 employees worldwide concerning what kind of 
organization Toyota should be and what kind of values it should honor, determined by 
learning from and reflecting on TMC falling into the red in the fiscal year 2008 (ended 
March 2009) as a result of the global financial crisis that broke out in the autumn of 
2008 and the series of quality-related problems that later surfaced.


The Toyota Global Vision was prepared not in Japan alone, but through deliberations 
with teams set up in North America, Europe, Asia-Oceania, China, Latin America, 
Africa, and the Middle East. Earlier corporate visions were first prepared in Japanese 

Global Vision announced (2011)



and then translated into English and other languages. But this time, the original text 
was prepared in English, based on a greater sense that it should be shared globally. 
With the happiness of its customers first and foremost, Toyota established "Rewarded 
with a smile by exceeding your expectations" as the slogan of the Toyota Global Vision, 
with an awareness toward clearly conveying the thinking that pervades the vision.


In addition, TMC employed a tree metaphor focusing on the roots, trunk, and fruit of a 
tree to express the how the Toyota Global Vision is to be put into practice. The roots 
correspond to the founding values of Toyota found in the Toyoda Precepts, the Guiding 
Principles at Toyota, and the Toyota Way, as an expression of the Toyota spirit of 
conscientious manufacturing. The fruit is what Toyota provides customers by putting 
the Toyota Global Vision into practice and consists of making "ever-better cars" and 
contributing to host communities.


Producing this type of fruit requires a solid trunk, and the trunk is the stable base of 
business. Repeating the cycle of producing ever-better cars and contributing to 
improving communities and society to secure a stable base for business and achieving 
sustainable growth are positioned as the foundation of management under the Toyota 
Global Vision.


In addition to these principles and concepts, the Toyota Global Vision sets medium-
term action policies and quantitative targets through 2015. It sets forth that TMC will 
actively engage in emerging markets with the goal of shifting the ratio of global sales in 
industrialized nations and emerging countries from 6:4 in 2010 to 5:5 by 2015, thereby 
establishing a well-balanced business structure. The Toyota Global Vision also sets a 
target of establishing a solid earnings base with the resilience to withstand the risk of 
market contractions and fluctuations in currency exchange rates so TMC can build a 
stable management foundation.


The Toyota Global Vision is premised on consolidated Group sales of 7.5 million units 
(Toyota and Lexus) under a business environment with the yen trading at high values of 
85 yen to the U.S. dollar and 110 yen to the euro, under which circumstances TMC 
intends to achieve a ratio of consolidated net revenues to operating income of 5 
percent and operating income in the range of 1 trillion yen. At the press conference in 
which he announced the Toyota Global Vision, President Toyoda explained that an 
operating profit margin of 5% is the minimum necessary for sustainable growth and 



that he hopes to rapidly establish structures that can generate operating income of 
about 1 trillion yen even under a harsh management environment.


Item 2. Reform of Management Systems

Among the measures adopted to carry out the Toyota Global Vision was the 
implementation of management pursuant to regional leadership. The aim is to make 
decisions as close to customers as possible in each region and emphasize corporate 
activities with strong community ties. The TMC Head Office in Japan sets the general 
direction and supports business activities conducted under local leadership. In 
addition, regional missions, including specific action items and management plans for 
carrying out the Toyota Global Version, are adopted under the leadership of each 
region.


When the Toyota Global Vision was announced, a decision was also made to modify 
the executive systems used to implement it, and the changes were made in stages 
between April and June 2011. Such wide-ranging reforms were the first to be 
implemented since 2003, and they were put in place with the purpose of enabling the 
prompt conveying of customer opinions and worksite information to management and 
the making of rapid and socially acceptable management decisions based on that 
information. The senior management team was streamlined by reducing the number of 
directors from 27 to 11 and by eliminating the senior managing director position, while 
establishing a new senior managing officer position, and cutting the total number of 
executives from 77 to 60.


The chief officer for each region and function is a senior managing officer or managing 
officer, and, while directors decide what will be done, responsibility for determining 
how such will be done is largely delegated to the chief officers. Measures were also 
taken to gradually streamline the decision-making level from three layers consisting of 
executive vice presidents, chief officers, and executives to two levels-executive vice 
presidents and chief officers. In addition, a system in which chief officers in charge of 
regions outside Japan are, in principle, stationed in those regions, was introduced to 
establish a system that allows each region to make its own decisions as close to 
customers as possible.


In order to listen earnestly to opinions from outside the company, Advisory Boards 
were established in North America, Europe, and Asia. And, from the perspective of 



having people tied directly to the worksite involved, the post of executive general 
manager, filled from among non-executive employees, was established to allow chief 
engineers in charge of new vehicle development, field general managers for individual 
technologies, and plant general managers to dedicate themselves to on-site 
management. To start with, four employees were appointed in April 2011.




Section 5. Repeated Difficulties 
and Trials 

Item 1. The Great East Japan Earthquake


Establishment of Companywide Countermeasures 
Headquarters and Emergency Response Measures in 
Disaster Regions 
On March 11, 2011, just two days after announcement of the Toyota Global Vision, a 
massive earthquake of magnitude 9.0 occurred with an epicenter off the coast of 
Miyagi Prefecture at 2:46 in the afternoon. The number of fatalities and missing was 
19,009 (as of March 11, 2012, according to the National Police Agency), and this 
unprecedented disaster came to be known as the Great East Japan Earthquake. 
Several tens of minutes after the earthquake, a series of enormous tsunami struck the 
coast of eastern Japan, causing extensive damage in the prefectures of Iwate, Miyagi, 
and Fukushima. Because of the loss of power from the earthquake and tsunami, the 
emergency core cooling system of the Tokyo Electric Power Company Fukushima No. 
1 Nuclear Power Plant stopped operating. In the following days, a series of hydrogen 
explosions inside reactor buildings at the plant caused the release of radioactive 
material, leading to Japan's worst nuclear accident ever.


Damage to Toyota production sites consisted of the destruction of a portion of facilities 
at the Miyagi Plant of Central Motor Co., Ltd., the Iwate Plant of Kanto Auto Works, 
and Toyota Motor Tohoku Corporation, but the damage was relatively minor. However, 
approximately 450 dealers suffered damage including the complete destruction of 12 
dealers, and 1,791 completed vehicles at port facilities were destroyed by tsunami.


Immediately after the earthquake, TMC convened a crisis-response meeting and 
quickly established a companywide countermeasures headquarters. The order of 
priorities was established as follows: 1) protecting human life and providing relief to 
victims, 2) aiding rapid recovery of disaster regions, and 3) resuming production. At the 
same time, earthquake-response headquarters for each function including 
procurement, production, and so on were established within each operations group, 
countermeasures headquarters were established outside the Head Office in Nagoya, 



Tokyo, and other regions, and a system for the central collection of information using 
videoconferencing was established.


On the following day, March 12, a decision was made to suspend operations at all 
Toyota plants and the plants of its vehicle manufacturing subsidiaries in Japan as of 

Nikkan Kogyo Shimbun reports on effects of Great East Japan 
Earthquake on automotive industry (March 16, 2011)



March 14, the following Monday, in order to place the highest priority on ensuring the 
safety of all employees, including those of its vehicle manufacturing subsidiaries and 
suppliers and confirming the safety of their families. That same day, TMC worked with 
partner companies, including suppliers, as well as dealers to begin the transport of 
emergency relief supplies, and 60 TMC employees were dispatched to the affected 
regions as an emergency relief team.


Measures to Restore Production 
On March 15, the Purchasing Group and the Production Group collaborated to 
dispatch a local purchasing survey team that began visiting approximately 200 local 
supplier sites for the purpose of working toward a full-scale restoration of production. 
Within the automobile industry, immediately after the earthquake, Japan Automobile 
Manufacturers Association, Inc. member companies established an unprecedented 
system for supplementing and sharing information related to disaster conditions. As 
the survey proceeded, it became clear that the parts and materials industries had 
suffered massive and widespread damage and that the supply chain was severed. 
TMC determined that a total of 659 sites of its suppliers, including secondary and 
subsequent suppliers, incurred damage, far outstripping the 13 sites that were 
damaged in the 1995 Great Hanshin Earthquake.


It was estimated that the impairment of Toyota's procurement would extend to 1,260 
items, affecting up to 80% of global production vehicles. It became clear that restoring 
suppliers and transferring production to other plants was an urgent issue. Detailed 
information concerning the status of damaged sites, production problems, the number 
of days of inventory, and so on with respect to the affected items was immediately 
gathered. It was necessary to take immediate measures with respect to 500 of the 
items, and purchasing, engineering, production and production engineering groups 
began preparing response proposals and the work of restoration not only with 
companies that suffered damage, but also with support from other suppliers. When 
restoration in a disaster area was unfeasible, work on developing alternative parts and 
production preparations was conducted with the cooperation of suppliers in the same 
field.


For two days starting on March 27, President Toyoda went to Miyagi Prefecture and 
visited Central Motor, suppliers, and dealers to observe local conditions and provide 
encouragement to those involved. President Toyoda later went to Iwate, Fukushima 
and Ibaraki Prefectures. During this trip, President Toyoda said, "The cheerful voices of 



the employees heard over the sounds of the machinery and equipment in the plants as 
they devote themselves to monozukuri (conscientious manufacturing) and at the 
dealers, employees enthusiastically welcoming customers-We are confident that the 
restoration of these everyday occurrences as quickly as possible will support the 
hopes for tomorrow of all individuals and regions affected by the disaster, and I will 
continue to make every effort in support of recovery," expressing his strong 
commitment to the rapid recovery of the affected regions.


The sounds of machinery at Toyota plants gradually resumed. The Tsutsumi Plant and 
Toyota Motor Kyushu, Inc. restarted production of hybrid vehicles only on March 28. 
From April 18, all plants in Japan, including those of subsidiary vehicle manufacturers, 
resumed operations, although at low levels, and everyday conditions were gradually 
restored.


President Toyoda inspects conditions in the disaster-stricken area 
(2011)



On 22 April, President Toyoda and Executive Vice President Atsushi Niimi held a press 
conference in Tokyo to outline a course for return to normal production to the extent 
foreseeable. Although it would be possible to raise the operating rates of plants in 
Japan starting in July and overseas plants in August, complete normalization of all 
vehicle series and all lines would take until November or December. When TMC's 
account settlement for fiscal year 2010 (ended March 2011) was announced on May 
11, it was disclosed that an increase in operating rates for plants around the world, 
including Japan, had been moved up to June from a July-August timeframe.


At that time, the number of items regarding which there were supply concerns dropped 
from a peak of 500 in late March to just 30. In addition to restoring damaged plants, 
diligent efforts to develop production alternatives and alternative parts and to perform 
rapid quality assessments at manufacturing sites resulted in a restoration of production 
that greatly exceeded initial expectations. Production was restored, with plants in 
Japan returning to normal operating levels in early July, followed by the nearly 
complete normalization of all production sites including overseas plants in September.


Among the accomplishments during the period of recovery following the earthquake 
disaster, the basic policies of genchi genbutsu (going to the source to find the facts) 
and rapid identification, decision-making, and implementation, supported by all-out 
teamwork by all Toyota-related entities, including suppliers, dealers, and subsidiaries 
outside of Japan affiliates, acted as a driving force for accelerating the pace of return 
to normalization that was initially projected to take until November or December. In 
addition, the entire automobile industry worked together for the recovery of Renesas 
Electronics Corporation, a manufacturer of microcomputers that became a bottleneck 
in the supply chains of multiple automakers, when its main plant in Ibaraki Prefecture 
was damaged by the earthquake. As a result, partial recommencement of production, 
which was initially projected to take place in September, was achieved in June.


Holiday Shift Implemented 
Restrictions on electric power supplies were imposed because of the shutdown of 
nuclear power plants following the accident at the Tokyo Electric Power Company 
Fukushima No. 1 Nuclear Power Plant and other factors. The government implemented 
an electricity usage restriction order that cut maximum power consumption by large-
scale plants and offices in Tokyo Electric Power Company and Tohoku Electric Power 
Company service areas by 15% compared to the previous summer from July to mid-



September. It was the first time for such an order to be enforced in 37 years, the 
previous time being during the first oil crisis in 1974.


In response, the automobile industry took the initiative by shifting its regular days off 
from Saturday and Sunday to Thursday and Friday for the three months from July to 
September to equalize power consumption by manufacturing industries and avoid 
disorder caused by unexpected power outages. Automakers with plants outside the 
regions covered by the order also implemented the shift in consideration of the impact 
on the parts and materials industries.




The shift in days off imposed major burdens on automaker employees and their 
families, because of different days off within households and the need to make new 
daycare arrangements and so on, as well as on the many parts and materials 
companies that also participated in the program. On Sundays in July, President Toyoda 
and Mitsuyuki Tsuruoka, head of the Toyota Motor Workers' Union, visited each plant 

President Toyoda and Labor Union President Tsuruoka encourage 
workers at a plant operating on the weekend (July 2011)



that was operating to encourage workers and remind them to pay full attention to their 
health and safety.


The Kokoro Hakobu Project and Strengthening 
Toyota's Manufacturing Structure in Tohoku 
Immediately following the Great East Japan Earthquake, TMC took steps to help 
rebuild the hardest hit areas by, for example, sending contributions collected from its 
executives and employees and providing living necessities and vehicles in 
collaboration with group companies and dealers. To further enhance these efforts, TMC 
launched the Kokoro Hakobu Project in June 2011. The Japanese words "kokoro 
hakobu" are used to mean "to carry (or deliver) one's heart" to the people in the 
disaster-stricken area, and the project was planned and is being actively managed by 
TMC and dealer employees.


Project activities include the following:

1. Arranging to have dealers, Toyota Rent a Car outlets, and parts distributors 

nationwide purchase specialty products from Iwate, Miyagi, Fukushima, and Ibaraki 
prefectures and provide them as gifts to their customers


2. Holding charity events at Toyota-related venues such as Amlux Tokyo and 
Megaweb


3. Conducting a classroom-based "Gentaiken (formative experience) Program", 
offering automotive knowledge to elementary school students in the disaster-hit 
areas


Furthermore, based on the belief that the driving force behind revival will come from 
the younger generation, TMC contributed 100 million yen each to scholarship funds in 
three prefectures (the Iwate Hope for Learning Fund, and similar funds in Miyagi and 
Fukushima prefectures), which were established to assist children orphaned by the 
earthquake disaster. Additionally, TMC decided to offer as an option for its hybrid 
vehicles an auxiliary power supply system capable of supplying a maximum of 1,500 W 
of electricity, which would be useful following a disaster. This decision was made after 
many customers raved about how extremely useful this system installed in the Estima 
Hybrid proved to be following the earthquake disaster. TMC plans to begin offering the 
system in the Prius in the summer of 2012 and will subsequently offer it in other 
models.




Following the 2008 global financial crisis, TMC had already begun considering by May 
2010 to restructure its manufacturing structure, including the subsidiary vehicle 
manufacturers within the Toyota Group. In July 2011 after the earthquake disaster, 
TMC announced plans for positioning Tohoku as its third production center in Japan, 
following the Chubu region (central Japan) and the Kyushu region (southern Japan), as 
well as for helping the Tohoku region recover by strengthening TMC's monozukuri 
(conscientious manufacturing) activities there.


As a specific step in this initiative, TMC announced in the same month that its 
subsidiaries Kanto Auto Works, Ltd., Central Motor Co., Ltd., and Toyota Motor Tohoku 
Corporation would negotiate to merge a year later. The anticipated merger and 
integration will position Tohoku as TMC's third vehicle manufacturing hub in Japan. The 
resulting entity will specialize in compact vehicles, functioning as a semiautonomous 
unit that will handle the entire range of vehicle manufacturing, from R&D to production, 
as well as procurement and production related to engines and other vital components.


Announcement of the start of merger discussions by three 
companies (2011)



In October of the same year, TMC tentatively named the new company “Toyota Motor 
East Japan, Inc.” and tentatively appointed TMC Senior Managing Officer Takeshi 
Shirane company president. Furthermore, in December, the three subsidiaries agreed 
on the basic conditions for the integration, including that the Head Office would be 
located in Ohira Village, Kurokawa County, Miyagi Prefecture, and that Central Motor 
and Toyota Tohoku would be absorbed into Kanto Auto Works, the surviving company. 
The new Toyota Motor East Japan was merged and inaugurated on July 1, 2012 with 
capital of 6.85 billion yen.


Based on Toyota’s philosophy of “monozukuri is hitozukuri (human resources 
development)”, Toyota Motor East Japan plans to open the Toyota East Japan 
Technical Skill Academy at its site in April 2013, and will recruit graduates from 
technical high schools in the Tohoku region for its one-year training program. The 
academy plans to train around 15 people its first year, and in the future plans to also 
accept employees from companies within the region.


Item 2. Ordeals Continue

Flooding in Thailand 
In October 2011, when TMC's production had recovered from the Great East Japan 
Earthquake and was beginning to make up for lost production on a global level, 
Japan's automotive industry was dealt another major blow from a natural disaster. 
Major flooding plagued Thailand for approximately four months beginning in July, 
severely damaging the parts industry in that country and severing the supply chain.


Fortunately, both the three plants, including the Samrong Plant, and the office of Toyota 
Motor Thailand Co., Ltd. (TMT), TMC's local production and sales company, escaped 
damage. However, industrial parks in many areas were flooded, forcing numerous parts 
companies to halt production. The flood's effects became quite noticeable beginning in 
October, forcing TMT to stop operation early in the month. By the end of the month, 
the effects began to spread to other Southeast Asian countries, such as Indonesia and 
the Philippines, as well as to Japan, North America, and South Africa, where Toyota 
production sites curtailed production levels or adjusted production hours due to the 
parts shortage.


As though recreating the scenes following the Great East Japan Earthquake, desperate 
recovery efforts were carried out in cooperation with suppliers and other companies in 



the same industry. As a result, TMT resumed production albeit at an adjusted level by 
late November, enabling Toyota plants in Japan and North America to return to normal 
levels. By early 2012, TMT was able to return to its normal production levels. 

Nikkan Kogyo Shimbun reports on interruption of parts supplies 
due to flooding in Thailand (October 31, 2011)



Nevertheless, the overall impact of the Thailand floods on TMC was huge, occurring at 
a time when TMC had just begun to make up for lost production following a great 
earthquake disaster, and causing it to lose out on 260,000 vehicles in global 
production.


TMC decided to donate 20 million bhat to help alleviate the flood damage. In 
November, TMC President Toyoda visited the Bureau of the Royal Household Thai and 
presented the funds to the Royal Foundation. During the trip, President Toyoda also 
visited the Samrong Plant to check on its recovery status and offer encouragement to 
its employees.


Despite the natural disaster, TMC did not change its view of Thailand as an important 
business location and announced in January 2012 plans to expand TMT's capacity. 
TMT will build Gateway Plant No. 2 with an annual capacity of 70,000 vehicles, with 
operation beginning by mid-2013. The announcement also included plans to invest 
new funds in Thai Auto Works (TAW), which is funded in part by TMT and had been 
kept idle since June 2010, for it to resume production at 20,000 vehicles a year starting 

TMT Samrong Plant surrounded by bulkheads in preparation for 
flooding (2011)



at the end of 2012. This series of investments is expected to increase TMC's 
production capacity in Thailand to 760,000 vehicles a year by mid-2013.


Struggling with the Historically High Yen 
People in the Japanese automotive industry began to refer to the environment 
following the Great East Japan Earthquake as "six great hardships." At this time, a 
sixth hardship, the power shortage caused by the nuclear power plant accident, was 
added to the other already existing five hardships of yen appreciation, stringent 
environmental and labor regulations, a higher corporate tax rate, and delay in the 
implementation of trade liberalization treaties.


The Japanese yen, which had appreciated to the level of more than 80 yen to the U.S. 
dollar by the summer of 2010, rose further to 76.25 yen to the U.S. dollar by mid-March 
2011 immediately following the Great East Japan Earthquake, breaking the postwar 
record set 16 years earlier in 1995. Subsequently, the yen rose even further to more 
than 75 yen to the U.S. dollar by August, solidly establishing a historically high yen. 
This hyper-appreciated yen not only negatively impacted the short-term financial 
results but also severely accelerated the hollowing of Japanese manufacturing 
industries as a result of production transfer to outside Japan.


While TMC reported a loss for fiscal year 2008 (ended March 2009) following the 
financial crisis, it managed to report operating income of 147.5 billion yen and net 
income of 209.4 billion yen for fiscal year 2009 (ended March 2010) on a consolidated 
basis. This was a great turnaround since TMC had projected a loss of 850 billion yen in 
operating income at the beginning of the fiscal year.


This was an extremely challenging period for TMC, exacerbated by the surfacing of 
quality problems in the U.S. market. However, TMC responded by accelerating the 
implementation of its emergency profitability improvement plan, which had been 
commenced in November 2008, and managed to beat its original fiscal year 2009 goal 
of an 800 billion yen improvement by twofold to report a total improvement of 1.69 
trillion yen. Of this, cost reductions came to 520 billion yen, the highest ever for any 
fiscal year. During a May 2010 press conference to announce the financial results, 
President Toyoda said that fiscal year 2010 would be a year of new beginnings for 
Toyota and that he hoped to steer the company onto a new growth curve. He 
mentioned next-generation environment-friendly vehicles to be developed through 
further improvements in hybrid technologies, emerging nations such as China and India 



as the two focal areas, and his goal of achieving sustained growth through optimum 
allocation of management resources.


Nikkan Kogyo Shimbun reports on yen at 
historically high levels (October 27, 2011)



In the following fiscal year 2010 (ended March 2011), TMC reported a huge gain in 
profitability in its consolidated financial results, with its operating income growing by 
3.2 times to 468.2 billion yen and its net income nearly doubling to 408.1 billion yen. 
However, the surging yen reduced profit by 290 billion yen on an operating profit/loss 
basis, surpassing the profit-improving effects of cost reduction measures implemented 
during the fiscal year. The effects of the Great East Japan Earthquake, which occurred 
in the last month of the fiscal year, also began to appear, reducing profit on an 
operating income/loss basis by 110 billion yen.


For fiscal year 2011 (ended March 2012), which brought the double punch of natural 
disasters including the Great East Japan Earthquake and the appreciating yen 
repeatedly hitting record highs, showed huge decreases, with operating income down 
by 24% from the previous year to 355.6 billion yen and net income down by 31% to 
283.5 billion yen. Operating income declined 250 billion yen due to foreign exchange 
fluctuations alone and consolidated sales volume remained at the same level due to 
reduced production. This was truly a year of direct hits from the appreciating yen and 
natural disasters.


Thus, the surging yen severely impacted Japanese companies' profitability and forced 
them to adopt policies that led to the hollowing of domestic manufacturing industries, 
such as production transfers by the automotive industry and expanded procurement of 
foreign-made parts. Through its global production restructuring plan, announced in 
May 2010, TMC stated its intention to focus on vehicle production in Japan centered 
on efforts to develop new technologies and new production methods, and also to 
convert to a flexible manufacturing structure by promoting mixed-model production 
lines, for example.


Additionally, in order to secure employment and contribute to the local economy, TMC 
clarified its policy of protecting monozukuri in Japan and set 3 million vehicles annually 
as the level of production to be maintained in Japan. In the aftermath of the great 
earthquake disaster of 2011 and the surging yen, reporters at press conferences held 
that year frequently asked about Toyota's plan to cope with these factors. President 
Toyoda affirmed that, as a company that was born and raised in Japan, TMC wishes to 
help sustain the country's industrial foundation and employment. He repeatedly 
committed to do everything in his power to keep monozukuri alive in Japan and 
maintain a 3-million vehicle production level there. 



Section 6. New Growth Goal 
Item 1. Resumption of Investment outside Japan

TMC managed to limit the red ink that followed the financial crisis to only a single fiscal 
year and turned profitable in fiscal year 2009 (ended March 2010). As fiscal year 2010 
(ended March 2011) rolled in, TMC took many preparatory steps toward a new growth 
phase, for example resuming in quick succession the construction of plants outside 
Japan that had been put on hold since autumn 2008.


In China, TMC set the planned operation start for the new plant of Sichuan FAW Toyota 
Motor Co., Ltd. (SFTM), a joint venture company, in the first half of 2012, and full-scale 
construction began in April 2010. This removed the hold placed on the plant following 
its groundbreaking ceremony in October 2008. When completed, the plant will begin 
producing Corollas at the rate of more than 100,000 vehicles a year. In November 2010, 
in order to locally establish and strengthen a development system toward building cars 
for China, TMC established the Toyota Motor Engineering & Manufacturing (China) Co., 
Ltd. (TMEC) R&D Center in Changshu City, Jiangsu Province and began operation in 
April 2011.


Construction of the various buildings for TMEC, a research and development center 
that will be equipped with a state-of-the-art test course, began in October 2011, with 
completion of the major facilities scheduled for 2013. TMEC has already established a 
team for developing a hybrid system and will promote a project to launch a car 
equipped with a Chinese-made hybrid unit into the Chinese market around 2015.


In North America, TMC resumed construction in June 2010 of Toyota Motor 
Manufacturing Mississippi, Inc. (TMMMS), originally slated for production start in 2010, 
as TMC's eighth North American production site. The operation start date for TMMMS 
had previously been put on indefinite hold following the financial crisis. Following 
completion, a line-off ceremony, eagerly awaited by the local parties concerned, was 
held in November 2011 and Corolla production commenced with an annual production 
capacity of 150,000 vehicles.


In February 2012, TMC decided on plans to increase the production capacity of Toyota 
Motor Manufacturing Indiana, Inc. in the United States from 280,000 to 330,000 



vehicles a year in the second half of 2013, expanding production of the Highlander and 
adding the Highlander Hybrid. With the intention of exporting some of these 
Highlanders to Australia and Russia, TMC also announced a plan to develop its U.S. 
production sites into export bases.


In Brazil, which is as important a market as China and India, TMC decided in July 2010 
to build a new plant at Toyota do Brasil Ltda., and commenced construction in 
Sorocaba, Sao Paulo in September of the same year. The new plant is scheduled to 
begin producing a newly developed compact car at the rate of 70,000 vehicles a year 
in the second half of 2012. Some of these vehicles will be exported to other South 
American countries.


Meanwhile, for the Indian market, TMC has also been promoting the development of 
new models that are affordable yet maintain the quality level for which Toyota is known. 
In December 2010, TMC announced the Etios sedan, an entry-level family car that 

Ceremony to mark beginning of construction of new plant in 
Sorocaba City, Sao Paulo, Brazil (2010)



starting undergoing development in 2005, as the first of such models for India. 
Production of the Etios, which is equipped with a 1.5-liter gasoline engine, commenced 
the same month at the new Plant No. 2 built by Toyota Kirloskar Motors Private Ltd.


The Etios uses designs specifically developed for the Indian market in the air 
conditioner and other equipment and, through expanded local procurement of parts, 
TMC achieved a low-cost, high-quality vehicle that meets the needs of the market, with 
a base price of 96,000 Indian rupees (equivalent to roughly 900,000 yen at the 
exchange rate in effect at the time of announcement). In June 2011, TMC added the 
hatchback Etios Liva with a 1.2-liter engine to the series, and set a combined sales 
goal of 70,000 vehicles a year for the two models.


As part of its efforts to build a structure to support small-scale local production, TMC 
established a BR-KD Business Department in January 2010 as a BR (business reform) 
organization within its Middle East, Africa and Latin America Operations Group. As the 
first step, TMC announced in October 2010 the establishment of a local corporation in 
Egypt to support small-scale local production there.


Etios line-off ceremony (2010)



Item 2. Further Expansion of Environmental 
Technologies

Launch of Succession of Next-Generation 
Environment-Friendly Vehicles 
In addition to its initiatives in emerging markets, TMC positioned next-generation 
environment-friendly vehicles as an area for business focus, and actively developed 
associated business strategies that included signing formal collaboration agreements.


In May 2010, TMC signed a business and capital collaboration agreement with Tesla 
Motors, Inc., an electric vehicle venture company in California, which was announced 
in California by TMC President Toyoda and Tesla CEO Elon Musk.1 Through this 
alliance, the two companies agreed to cooperate in the development of electric 
vehicles and related parts and production systems, with TMC investing a total of 50 
million U.S. dollars in Tesla. Then in November of the same year, TMC exhibited the 
Toyota-brand concept model "RAV4 EV" SUV, developed jointly by the two companies, 
at the Los Angeles Auto Show, and accelerated the speed of its development toward 
commercial launch in the United States in 2012.


As for hybrid vehicles, the third-generation Prius launched in May 2009 was well 
received both inside and outside Japan. In Japan, orders for 180,000 units were 
received in the first month following the launch, breaking the record for TMC. At a 
media event on environmental technology, held in Tokyo in November 2010, TMC 
announced its plan to launch a succession of hybrid passenger car models, including 
plug-in hybrids, by the end of 2012.


TMC also unveiled an electric vehicle prototype based on its iQ small car and 
announced its plans to introduce a market version to the Japanese, U.S., and 
European markets in 2012, as well as to launch the RAV4 EV in the United States. 
Furthermore, TMC indicated that it was planning to commercially launch a fuel cell 
vehicle in areas of Japan, the United States, and Europe where a hydrogen supply 
infrastructure will be established beginning around 2015, expressing its commitment to 
realistically promote next-generation environment-friendly vehicles through various 
approaches.




In May 2011, TMC launched the Prius α (Prius Alpha), which became the first new 
model to be launched in Japan after the Great East Japan Earthquake. The Prius 
Alpha, while based on the third-generation Prius, has a larger cabin space. TMC 
developed both a five-seat, two-row model and a seven-seat, three-row model. The 
seven-seat model used a lithium-ion battery-a first for a Toyota hybrid vehicle. The 
number of orders received in Japan for the Prius Alpha reached 52,000 units within one 
month following its introduction, providing a post-great earthquake disaster morale 
boost for all Toyota-related entities, including dealers.


The Camry, a globally popular mid-size sedan, was not designed as a dedicated hybrid 
vehicle. However, TMC undertook its complete redesign in September 2011 as an 
opportunity to make all future Camrys for the Japanese market hybrids. Leading up to 
this, in August, TMC held simultaneous launch events in the United States, where the 
Camry had been the best selling vehicle since 2002. A satellite hookup was used to link 
Toyota Motor Manufacturing Kentucky, Inc., where the Camry is built, to Los Angeles, 
New York, and Detroit, in an effort to regain the sales that had been lost in North 
America due to inventory shortages following the great earthquake disaster.


Prius α (2011)



In November 2011, TMC announced the Prius PHV, the first plug-in hybrid for Toyota 
(launched in January 2012), and in December, the Prius Aqua (Prius c outside Japan) as 
a new, more-compact-than-Prius, hybrid-only model.


The Aqua, which launched at the end of December 2011, used a new, small, light and 
efficient 1.5-liter hybrid system that achieved a world-leading fuel efficiency (among 
mass-produced passenger cars with gasoline engines) of 35.4 km/L under Japan's 
JC08 test cycle. The affordable base price of 1.69 million yen, which made it more 
possible to own a hybrid car, the extension of the tax reduction for environment-
friendly cars, and a move toward the resumption of government subsidies for 
environment-friendly cars all helped boost the number of orders received within the 
first month following the launch to 120,000 units, equivalent to TMC's sales plan for 10 
months. This marked an extremely positive start for the Aqua, which is built at the 
Iwate Plant of Kanto Auto Works. Through a satellite hookup to the announcement 
event held in Tokyo, Kanto Auto Works President Tetsuo Hattori and others responsible 

Press conference for the Prius Plug-in Hybrid (2011)



for production at the Iwate Plant expressed their aspiration to help restore the Tohoku 
region.


Meanwhile, as the pillar of its next-generation environment-friendly vehicles after hybrid 
vehicles, TMC has been developing plug-in hybrid vehicles, as they drastically improve 
fuel efficiency, that can be charged even using a household electrical outlet, and that 
can be used without worrying about remaining battery power. The Prius PHV, which 
had just entered full-scale mass production, was leased to more than 600 customers, 
mainly in Japan, the United States, and Europe starting in 2009, to collect customer 
feedback. Incorporating this feedback, TMC achieved the following performance 
metrics: 1) electric-vehicle cruising distance of 26.4 km on a fully charged battery, 2) 
hybrid vehicle fuel efficiency of 31.6 km/L after the battery power has been exhausted, 
and 3) plug-in hybrid fuel efficiency, calculated by combining electric-vehicle drive and 
hybrid-vehicle drive, of 61.0 km/L (all under the JC08 test cycle). For the time being, 
TMC will aim to annually sell 35,000 to 40,000 units in Japan and more than 60,000 
units globally.


Aqua line-off ceremony (2012)



'Connecting' Technologies 
Appropriate to a next-generation vehicle, the Prius PHV comes with "connecting" 
functions based on a smartphone. A package of five types of services, including the 
eConnect for enabling the driver to check the remaining battery charge and electric-
vehicle cruising distance, is provided to Prius PHV owners for three years free of 
charge. These services also include the newly started Toyota Friend service, which 
sends "tweet"-like reminders to the owner's smartphone to charge the battery and 
schedule service appointments.


TMC is aiming to help bring about a society that values mobility in a new way through 
these connecting functions and signed collaborative agreements with a number of U.S. 
IT companies in 2011. In April of that year, TMC signed an agreement with Microsoft 
Corporation to build a global cloud platform for next-generation telematics. This 
platform will be designed to support both onboard communication systems and use by 
the Toyota Smart Center, Toyota's own energy management system.


In May of the same year, TMC signed an agreement with Salesforce.com, a major U.S. 
company specializing in cloud computing, to build the Toyota Friend social network 
adopted for the Prius PHV. Toyota Friend also utilizes the technologies developed 
through collaboration with Microsoft, and will also be installed as a standard feature in 
electric vehicles to be launched in 2012. Furthermore, in November 2011, TMC signed 
a joint development agreement with Intel Corporation, a major semiconductor 
manufacturer, on technologies related to next-generation onboard communication 
systems. This alliance will support research on communication technologies that will 
seamlessly connect communication devices such as smartphones to cars, and cars to 
homes and society.




Item 2. Further Expansion of Environmental 
Technologies


Alliance and Overseas HV Production Expansion 
In the area of developing technologies related to next-generation environment-friendly 
vehicles, TMC also proceeded to form strategic alliances with overseas automakers. In 
August 2011, TMC agreed with Ford Motor Company in the U.S. to jointly develop new 
hybrid systems for light trucks and SUVs, and cooperate in standardizing next-
generation telematics services. The two companies plan to sequentially install the 
hybrid system they will develop in their vehicles beginning in the mid-2010s.




TMC also reached an agreement with the BMW Group in Germany in December 2011 
regarding joint research of next-generation lithium-ion battery technology, which will 
become the core technology for environmental initiatives. At the same time, Toyota 

Agreement reached with BMW on joint development of next-generation 
lithium-ion battery (2011) 



Motor Europe NV/SA signed an agreement to have the BMW Group supply BMW-
made 1.6-liter and 2.0-liter diesel engines for installation in Toyota vehicles to be sold 
in Europe beginning in 2014.


Meanwhile, TMC had been gradually expanding its production of hybrid vehicles 
outside Japan. A line-off ceremony for the Camry Hybrid was held at Kuozui Motors, 
Ltd. in Taiwan in February 2012, making the plant TMC's seventh hybrid-vehicle 
production site outside Japan, after China (two plants), the United States, Australia, 
Thailand, and Great Britain. As a result, TMC's hybrid-vehicle supply structure now 
covered all major markets outside Japan.


Development of the Toyota Smart Center 
While strengthening the development and market introduction of next-generation 
environment-friendly vehicles, TMC, to help achieve a low-carbon society, began 
taking steps toward the realization of smart grids, which actively promote the use of 

Camry Hybrid production and sales start at Kuozui Motors, Ltd. 
(2012)



renewable energy and efficient use of energy in regions and homes. As part of this 
initiative, TMC developed the Toyota Smart Center (TSC), Toyota's unique energy 
management system for centrally controlling energy consumption by connecting 
homes, cars, electric utility companies, and users, announcing it in October 2010.


The TSC utilizes plug-in hybrid vehicles, electric vehicles, and advanced smart houses 
equipped with the Home Energy Management System, which manages energy use 
inside homes. By combining the energy used by these elements with the power 
supplied from electric utility companies and the energy generated by private power 
generation facilities such as photovoltaic power generation systems, TSC serves to 
manage and adjust the overall demand and supply of energy. At the same time, TSC 
provides information to residents and vehicle users, while also controlling energy use 
from outside.


To coincide with the launch of the Prius PHV in January 2012, TMC and Toyota Media 
Service developed the H2V Manage to support at-home charging, and began selling it 
through Toyota Housing Corporation. The H2V Manager allows users to connect to the 

Demonstration using a demo machine at Toyota Smart Center (2010)



Toyota Smart Center through a home personal computer or smartphone to set or 
change the charging start time for a plug-in hybrid or electric vehicle as well as to 
check the total power usage inside their homes, thereby supporting efficient charging 
of vehicles and power consumption.


In September 2010, TMC started a 2-year smart grid trial in Rokkasho Village, Aomori 
Prefecture, jointly with Japan Wind Development Co., Ltd. and others. Following the 
start of this project, TMC began other demonstration projects in Toyota City and 
Kitakyushu City, and also actively participated in projects in various other countries 
such as the United States and France.


Item 3. Product Appeal Enhancement

Launch of Sports Models 
Under the slogan "Let's make better cars!", the Sports Vehicle Management Division 
was established in January 2010. The goal was to consolidate and develop all 
initiatives related to sport racing in order to sustain and solidly establish activities that 
convey the joy, happiness, and excitement of cars. GAZOO Racing had already been 
working on these activities, under the theme of "the joy of owning, driving and talking 
about cars". The division has been promoting the planning and development of sports 
models, as well as events designed to expand the car enthusiast base.


TMC has also been developing sports-conversion models, such as the GRMN and G 
Sports (aka G's), based on mass-production models. As the first step, TMC added new 
G's series vehicles to the Voxy and Noah lines and introduced them to the market in 
June 2010. The two trim levels made available in each model were offered at affordable 
prices to encourage a broad range of customers to experience "automotive 
seasoning". By March 2012, Vitz and Prius models were also added to the G's series.


In February 2012, TMC announced its long-awaited "86" compact rear-wheel drive 
sports car-which had been in joint development with Fuji Heavy Industries, Ltd. since 
2007-and launched the vehicle in April. The 2.0-liter engine, which merged Fuji Heavy 
Industries' horizontally opposed engine with Toyota's direct injection technology, 
provided a maximum output of 200 horsepower while simultaneously achieving fuel 
efficiency of 13.4 km/L under the JC08 test cycle, through steps such as weight 
reduction. Under the concepts of intuitive handling and driving enjoyment, the 86 was 



completed as a sports car that allows the driver to experience the pleasure inherent in 
automobiles.


In conjunction with the launch of the 86, TMC set up "Area 86" shops (283 locations) at 
dealers throughout Japan, where 500 professional staff members provide expert advice 
and services, under the concept of "providing a place where adult sports car 
enthusiasts can gather". Aiming to make the 86 a sports car that evolves in synch with 
customers, TMC stocks the Area 86 shops with specialized parts to allow 86 owners to 
customize their vehicles.


In the area of motor sports activities, TMC decided to reenter the 24 Hours of Le Mans 
after a 13-year hiatus with a racing hybrid vehicle beginning with the 2012 season. The 
Le Mans will be held as part of the World Endurance Championship Series by the 
Federation Internationale de l'Automobile from the 2012 season, and TMC plans to 
enter several of the series races in addition to the Le Mans.


Line-off ceremony for Subaru BRZ and Toyota 86 (2012)



New Lexus Design 
Lexus, in its aim to establish itself as a true global premium brand originating in Japan, 
launched the new GS series in Japan in January 2012. The development team, which 
had set out to pioneer a new stage for Lexus by taking advantage of a complete 
redesign, refined the GS series through comprehensive evaluation, including more than 
1 million km of test driving on roads all over the world.


In its exterior design, the GS series adopted a trapezoidal spindle grille on the front that 
was evolved from the traditional Lexus front face, establishing an instantly recognizable 
Lexus identity. This spindle grille is being deployed as the face of the next-generation 
Lexus.


Marketing of Minivehicles 
Minivehicles now account for more than one third of all new cars sold in the Japanese 
market, and customers are increasingly asking Toyota dealers to offer minivehicles. In 
response to these requests, TMC signed an OEM agreement with Daihatsu Motor Co., 

Launch event for new Lexus GS equipped with spindle grille (2012)



Ltd. (Daihatsu) in September 2010, launching the Pixis Space in September 2011 as 
the first round and the Pixis Van and Pixis Truck in December of the same year as the 
second round of offering such vehicles. TMC plans to sell around 60,000 of these 
minivehicles annually beginning in 2012.


Toyota minivehicles are sold by Corolla and Netz dealers nationwide, as well as all 
Toyota dealers in some areas where minivehicles account for a high percentage of car 
sales. TMC announced that it is also planning to cooperate with Daihatsu in the area of 
environment-friendly technologies such as hybrid vehicles and electric vehicles, 
strengthening the complementing of management resources within the group.


Item 4. Toward New Beginnings

Fun to Drive, Again. 
In October 2011 when TMC was making progress in recovering from the Great East 
Japan Earthquake and beginning to make up for lost production on a global level, it 
initiated a new corporate ad campaign in Japan called "Fun to Drive, Again". This was 
designed with the hope of helping Japanese people once again enjoy driving and the 
aim of once again giving life to "the joy of new cars". TMC had previously used the 
corporate slogan of "Fun to Drive" from 1984 to 1987, and added "Again" to create the 
new slogan. Through this new slogan, TMC expressed its determination to deliver all 
the elements of the joys of driving of a new era, including the pleasure inherent in cars, 
connection services, and the creation of future mobility.


At the same time, under the "ReBORN" catchphrase referring to rebirth, TMC has been 
running TV commercials featuring shoguns of Japan's Warring States Period, who have 
been reborn in modern Japan and go on a driving tour through the Tohoku region and 
all over Japan, as well as a series of live-action Doraemon TV ads that aim to introduce 
the joy of cars to a younger generation. At the Tokyo Motor Show in December 2011, 
the Toyota Booth was built around the Doraemon character and was well received by 
visitors with children.


In November of the same year, TMC held the Seventh Toyota World Convention in Las 
Vegas, Nevada, in the United States, for three days. Having been held nearly every four 
years since 1984, this was the first Toyota World Convention to be held outside Japan. 
Approximately 1,100 people representing approximately 300 distributors, 
manufacturing affiliates, and financial companies from approximately 150 countries 



attended the convention, test-driving new vehicle models and environment-friendly 
vehicles, experiencing advanced safety technologies, and sharing the future vision of 
Global Toyota. At the convention, President Akio Toyoda said, "For me, growth means 
'continuing to change in response to changes in society'. That is what will make 
sustainable growth possible. Whether Toyota will be able to continue growing will 
depend on whether we can keep supplying better cars to customers in the various 
regions. As members of the Global Toyota team, let us all keep working in unity so that 
we can bring a smile to our customers all over the world."


The Spirit of Never Giving Up 
At the beginning of 2012, TMC set 8.58 million vehicles as its global sales plan, a 21% 
increase from the previous year. For the Toyota Group as a whole, which includes 
Daihatsu (850,000 vehicles) and Hino Motors, Ltd. (150,000 vehicles), the plan was set 
at 9.58 million vehicles, a 21% increase from the previous year. Thus, both TMC on an 
unconsolidated basis and the Toyota Group took on the challenge to deliver more cars 
than in 2007, the year previous records had been set.


New Year's Greeting from Toyota President Akio Toyoda (2012)



During his New Year's address to the company, President Toyoda expressed his 
appreciation, saying, "In 2011, facing the hardships and challenges brought about by 
natural disasters such as the Great East Japan Earthquake and by the hyper-
appreciated yen, every single one of our Toyota team members all over the world 
bravely took on the challenge." He also pointed out that the fact that TMC was able to 
overcome the series of hardships it faced, beginning with the global financial crisis 
starting in 2008, was a testament to Toyota's underlying strength and its spirit of never 
giving up.


He said that, even in the continuously challenging year of 2011, TMC's implementing 
the "making ever-better cars" initiative, promoting the move toward "regionally led 
operations management" that was announced as part of the Toyota Global Vision 
created that year, and speeding up management processes gave him a definite sense 
that Toyota was changing. Regarding making ever-better cars, he said, "I ask you all 
once again to never let the lessons learned from the quality problems fade with time."


Referring to 2012, a noteworthy year marking the 75th year since the company was 
founded, the 50th year since the Joint Declaration of Labor and Management was 
made, and the 30th year since the merger of Toyota Motor Co., Ltd. and Toyota Motor 
Sales Co., Ltd., President Toyoda said, "I strongly hope to make this year of critical 
juncture a year of new beginnings for Toyota." In closing, he described the branches of 
the trees lining the road approaching the Grand Shrine at Ise and how they have grown 
sinuously, seeking the little light that comes through. Still, he said, these trees were 
able to withstand even Typhoon Vera. He went on to express his determination, saying, 
"Toyota is currently facing an extremely challenging situation, but I think we are 
beginning to see signs of the light coming through the trees. This year, let's take steps 
toward this light and capture it with our own hands."


