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Messages from the Management

At Tsutsumi Plant, Aichi Prefecture

“A strong, flexible corporate structure 

for increased corporate value”

President’s Message
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In fiscal 2008, ended March 31, 2008, Toyota set new records in consolidated

net revenues and all income categories. This success enabled us to increase

shareholder dividends paid for the ninth consecutive year. I believe this

ability to increase revenues and earnings in a severe business environment 

is the result of the various measures we have implemented.

Although the economic downturn in some developed nations has

caused a certain amount of stagnation in today’s global automotive industry,

markets in resource-rich and emerging countries are rapidly expanding.

However, the environment surrounding the automotive industry is

undergoing drastic changes marked by sharp increases in raw material

costs, sudden currency exchange fluctuations, and increased environmental

regulations worldwide.

I firmly believe that this period of intense change presents us with an

ideal opportunity to transform Toyota’s corporate structure. We are therefore

reexamining our business processes and identifying and solving problems

one-by-one. This enables us to remain focused on building vehicles that

will be accepted by customers worldwide. These challenging times are

particularly well suited to the development of strong human resources. 

We will redouble our efforts to develop our employees in the “kaizen mindset”

needed to courageously change those things that need to be changed.

There is a phrase that says, “The strongest grass is revealed after swift

wind.” I believe that the experience of overcoming tough challenges is

essential to developing a corporate structure that is strong and flexible

enough to adapt to change. As we move forward with efforts to further

increase Toyota’s corporate value, I ask all of our shareholders and investors

for their continued support.

July 2008

Katsuaki Watanabe, President

Performance Messages from the Management & 
• Overview • Management • Special Feature • Business Overview • Corporate Information • Financial Section • Investor Information •



10 TOYOTA • Annual Report 2008 •

Messages from the Management

Q. Looking back on fiscal 2008, how would you summarize market
trends and Toyota’s sales performance?

A. Although market conditions were severe, we sold a record
number of vehicles.

In fiscal 2008, we sold 8.91 million vehicles on a consolidated basis,
approximately 390 thousand vehicles more than in the previous fiscal year. 
In Japan, the automobile market continued to contract, but the introduction
of numerous new models enabled us to increase our market share despite 
a decline in sales volume. In North America, the market was flat in the first
half of the fiscal year, but declined in the second half due to financial
instability caused by rising crude oil prices and the subprime mortgage crisis.
Nevertheless, sales of the Camry, which was fully remodeled in 2006, and of
the Prius, were robust. As a result, vehicle sales for the year increased slightly
and we garnered a record share of the U.S. market. In Europe, growth was
sluggish overall, but sales of the Auris and Prius increased in Western Europe
and sales of the Camry and Avensis were particularly favorable in Eastern
Europe and Russia. In Asia, the IMV* series and the Yaris sold well in Thailand
and Indonesia. In other regions, there was vigorous demand for the Corolla
and the IMV series in Central and South America and for the Camry in
Australia. This resulted in a substantial increase in the number of vehicles
sold in Asia and other regions.

* IMV: An abbreviation for Innovative International Multipurpose Vehicle, which refers to sport-utility vehicles
(SUVs), pickup trucks, and other multipurpose vehicles that Toyota develops and produces overseas
for markets worldwide.

Market Overview

An Interview with the President
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Q. How would you evaluate Toyota’s fiscal 2008 revenues?

A. Overall, we are on our way to achieving a geographically balanced
profit structure.

Toyota achieved new records in net revenues, operating income, and net
income for the fiscal year. Increased revenues from resource-rich and
emerging countries in Asia, Central and South America, Oceania, and Africa
helped to create a well-balanced revenues structure. Equity in earnings 
of affiliated companies, which are not reflected in operating income, has also
grown substantially. This is especially true in China, where earnings have
more than doubled over the past four years. I believe that our growth
strategy of utilizing every opportunity across the full product lineup and 
in all regions has been a success. This is reflected in our business results.

Q. As the price of steel and other raw materials continues to rise,
what measures is Toyota taking to reduce costs?

A. From the development phase to final production, we are reviewing
every aspect of our operations to find ways to reduce costs.

Despite sharp increases in the price of steel, rare metals and other raw
materials, cost reduction measures implemented by the entire Toyota Group,
including our suppliers, enabled us to absorb the increase in raw material
costs and achieve additional cost reductions of approximately ¥120.0 billion
during fiscal 2008. One example of these cost reduction efforts is our VI*
activities. In the past, we implemented measures to reduce the cost of
individual parts through CCC21 activities. Today, our VI activities extend our
cost reduction efforts to the development phase. Additionally, we now work
in cooperation with our suppliers to review the design of entire systems in 
an effort to reduce costs. To reduce the cost of resin-based components, 
we have reduced the thickness of parts by about half while maintaining the
same level of performance and quality. This resulted in a 30% reduction 
in the quantity of material needed. The cost reduction benefits of VI activities
can already be seen in the Crown, which was remodeled this fiscal year, and
in the Alphard and the new Vellfire. In addition, we have reduced costs 
by decreasing the number of different kinds of sheet steel we use by 20%
and improving our yield rates.

* VI = Value Innovation

Q. In manufacturing, quality is a primary consideration. What
measures is Toyota implementing in this regard?

A. We are striving to improve quality by implementing the concept
of “Built-in quality” in development, manufacturing and sales.

As a manufacturer, quality is the Toyota Group’s lifeline and we are working
with suppliers and dealers to improve. Our main priority is to improve quality
from the perspective of our customers. Since 2005, through our Customer
First activities, we have focused on the early detection and solution of

Management Issues
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problems to prevent them from appearing in products on the market. 
“Built-in quality” takes this even further. It assures that quality is built-in
during each process, so that only the highest quality is passed on to the next
process. In the event that a problem occurs during a particular process, 
the cause is investigated and design plans, facilities and management
conditions are reviewed. This ensures that our improvement cycle can also
be implemented in upstream processes. This approach has been adopted
not only in manufacturing, but also in development, sales and service, and
management, leading to a marked decline in the number of initial quality
claims in new models. In the future, we intend to strengthen our efforts
overseas in this regard.

Q. What measures is Toyota implementing to develop global human
resources?

A. We are establishing Global Production Centers (GPCs) worldwide
to develop global human resources.

Currently, the Toyota Group includes 53 production sites in 27 countries and
regions, with sales operations in over 170 countries and regions. With such
geographic diversity, we need to advance human resources development
globally. We established a GPC at our Motomachi plant to pass Toyota’s
unique culture and values on to all employees and enable them to
understand the Toyota Way. The GPC developed intensive technical training
systems that enable personnel to gain an understanding of advanced skills in
a short period of time. In the five years since the GPC opened, more than
10,000 employees from Japan and abroad have learned about our
philosophy and technologies. They then pass on this knowledge to staff
members at their respective places of employment worldwide. We have also
established GPCs in the United States, the United Kingdom, and Thailand to
further promote the development of human resources. We are also pursuing
the Toyota Way for sales and marketing activities through the kaizen process
of our Global Knowledge Center (GKC)—established in 2002—and by sharing
best practices with distributors and dealers worldwide. In addition, to develop
human resources in management, in 2001 we established the Toyota Institute,
where executive candidates and members of middle management are
trained in putting the Toyota Way into practice.

Q. What are Toyota’s vehicle sales strategies for the future?

A. We will strive to increase our sales volume by meeting demand
in resource-rich and emerging countries.

Recent economic growth has caused automotive markets in resource-rich
and emerging countries to grow rapidly, enabling Toyota to record a
dramatic increase in sales. Taking advantage of our strengths as an
automobile manufacturer with a full lineup of models ranging from
minivehicles to SUVs and luxury cars, we will strive to grow our sales in
these markets by introducing products that meet diverse regional needs.

Growth Strategies

Messages from the Management
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In the Chinese market, we will strive to provide a full lineup of models
and strengthen our production capabilities. Last year, sales of the Crown and
Corolla models manufactured at our Tianjin plant were strong. In addition,
sales of the Camry, manufactured at our Guangzhou plant were robust. 
The Guangzhou plant also began production of the Yaris in May 2008. 

In India, where the market is growing rapidly, we will construct a second
plant with an annual production capacity of 100 thousand vehicles.
Operations are scheduled to start in 2010, with the manufacture of a newly
developed compact car designed to meet regional needs. 

Sales of Lexus brand models, Land Cruisers, and other vehicles have
been favorable in the Middle East. In the expectation that this market will
become increasingly important, we aim to further expand supply systems
after learning the precise needs of consumers in the region. Markets are also
expected to continue growing steadily in Brazil and other Central and South
American countries. To meet vigorous demand and create further
opportunities for growth in resource-rich and emerging countries, we intend
to augment local production capabilities and increase our supply capabilities
from Japan and other regions.

Q. Could you tell us a little about Toyota’s environmental efforts,
such as improving fuel efficiency and reducing CO2 emissions?

A. We plan to expand production of hybrid vehicles and introduce
ultra-efficient package vehicles.

Hybrid technology contributes to improved fuel efficiency, reduced CO2

output and cleaner exhaust emissions. The cumulative total of Toyota’s
hybrid vehicle sales reached 1.5 million in June 2008. Moving forward, we
aim to further expand our hybrid lineup and achieve annual sales of one
million hybrid vehicles by the early 2010s. At the same time, we will continue
to improve hybrid system performance and fuel efficiency, and strive 
to create lighter, more compact vehicles while cutting costs. Our goal is 
to equip all of our models with hybrid systems by about 2020.

Meanwhile, the iQ ultra-efficient package vehicle is scheduled to be
launched in Japan and Europe in 2008. Marking a radical change in vehicle
packaging, this innovative, environmentally friendly vehicle is poised to
create a new market. Measuring less than three meters in length yet offering
a spacious interior, the iQ was specifically designed to reduce CO2 emissions
and realize outstanding fuel efficiency. To revitalize the market, we plan 
to continue to introduce similar demand-creating products that boast new
value-added features.

Q. What is Toyota’s medium-to-long term vision and growth strategy?

A. Our goal is to be a sustainable company that contributes to global
sustainable development through our business activities.

We believe that Toyota must conduct business in a way that contributes
to the world as much as possible. More specifically, we are pursuing
sustainability in research and development, manufacturing, and nurturing

Measures for Future Growth
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society in line with our “Sustainability in Three Areas” concept.
In the area of research and development, our key themes are the

environment, energy, safety, and excitement, and we are working toward the
goal of sustainable mobility in an automotive society where people and the
Earth live in harmony. With regard to environmental and energy issues, we
have positioned hybrid technology as one of our core technologies. We are
working to increase both the number of hybrid vehicles sold and the number
of hybrid models available. We have also started public road tests of plug-in
hybrids that can be charged from household electrical outlets to accelerate
development aimed at their commercial introduction. Moreover, we have
developed flexible-fuel vehicles (FFVs) that run on pure bioethanol. Last year
in Brazil we launched FFV models, Corolla Flex and Corolla Fielder Flex. In
the area of improved safety, we are focusing on everything from preventive
safety to collision safety in an effort to create cars that never cause accidents
or injury. Innovations so far include a Pre-Crash Safety System that can detect
pedestrians ahead as well vehicles approaching from the rear. We will
implement side airbag and curtain shield airbag systems to help absorb
impact from side collisions.

In addition to creating sustainable vehicles, we are also actively pursuing
sustainability in manufacturing. We have initiated “Sustainable Plant”
activities that have brought about remarkable improvements in productivity
and energy savings at our production facilities. At the Tsutsumi Plant where
we manufacture Prius hybrid vehicles, solar power generation is being used
to produce approximately 2,000 kilowatts of electric power. Photocatalytic
paint applied to the exterior walls of the plant is also expected to help
eliminate nitrogen dioxide, sulfur dioxide, and other emissions as effectively
as 2,000 poplar trees. Another example of our efforts can be seen at our
Takaoka Plant, where in August 2007 we began using revolutionary new
production technologies. We also simplified and slimmed down production
facilities and downsized the scale of production lines to increase productivity
and significantly improve energy efficiency. In addition to carrying out these
and other “Sustainable Plant” activities at our domestic plants, we will also
gradually introduce them at plants overseas.

Q. What is the outlook for Toyota’s business results in fiscal 2009?

A. We anticipate a decline in revenues and earnings due to the steep
rise in raw material costs and the effects of foreign exchange rates.

In fiscal 2009, ending March 31, 2009, we anticipate a decline in North
American vehicle sales. However, we plan to increase sales across the entire
Toyota Group to 9.06 million vehicles, an increase of 147,000 over the
previous fiscal year, by growing our sales in resource-rich and emerging
countries in Asia, the Middle East, and other regions. In China, where sales
are not included in our consolidated sales totals, we plan to sell 640
thousand vehicles, an increase of 170 thousand over the previous year. We
therefore anticipate decreases of 4.9% in consolidated net revenues, to
¥25,000.0 billion; 29.5% in consolidated operating income, to ¥1,600.0 billion;
and 27.2% in consolidated net income, to ¥1,250.0 billion. (For further details,

Performance Outlook
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please refer to the “Message from the Executive Vice President Responsible
for Accounting” on page 16.)

Q. What are Toyota’s policies with respect to return of profits
to shareholders?

A. We will meet our shareholders’ expectations through medium-
to-long term growth and the aggressive pursuit of returns 
to shareholders.

We consider the return of profits to shareholders to be one of our key
management priorities and will continue to enhance and reinforce our
corporate structure toward this goal. Aiming for the early realization of a
consolidated dividend payout ratio of 30% in the medium-to-long term, we
will make every effort to continuously increase the annual dividend per share.
In fiscal 2008, we paid an annual dividend of ¥140 per share, up ¥20 per share
from the previous fiscal year, and achieved a consolidated payout ratio for
the fiscal year of 25.9%.

We also continue to acquire shares to improve our capital efficiency.
Following the Ordinary General Shareholders’ Meeting last year, we received
authorization to acquire approximately 30 million shares of Toyota stock, 
at a total cost of ¥200 billion.

At the end of fiscal 2008, we canceled 162 million treasury stocks. We
will continue to retain the remaining treasury stock of approximately 300
million shares to secure management flexibility. In principle, we plan to
cancel any treasury stocks acquired in the future.

We intend to aggressively invest in research and development to
improve our corporate value and to expand our production facilities and
sales network while consistently returning profits to shareholders. We will
also build a strong yet flexible corporate structure that will enable us to
continue providing products that meet the needs of customers worldwide.

Moving forward, I would like to request our shareholders and investors
to view Toyota from a medium-to-long term standpoint, and ask for your
continued trust, support and understanding.

Policies for Returns to Shareholders
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