Toyota’s new CEO warns supply chain to accelerate reforms amidst industry upheaval
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Koji Sato used a gathering of Toyota’s most important suppliers to deliver a blunt assessment of the company’s and the industry’s prospects, urging rapid productivity gains and closer collaboration as he prepares to leave the chief executive’s role.
Speaking to about 700 executives representing 484 suppliers on March 25 at the Toyota Supply Partners Convention held at the Toyota Arena in Tokyo, Sato warned that Toyota and its supply chain face a fight for survival. "Unless things change, we will not survive. I want everyone to acknowledge this sense of crisis," he said, according to reports by Automotive News and other outlets. "Right now, we in the automotive industry are battling for our very survival. A difficult battle lies ahead. We must work together as one and strengthen our ability to prevail. To do that, we need to improve productivity across the board."
The address was unusually direct for an automaker long associated with consensus-driven management and the celebrated Toyota Production System. It came amid a turbulent period for legacy carmakers: intensified competition from lower-cost Chinese electric-vehicle makers, the heavy capital demands of electrification and software development, and renewed trade frictions that have complicated global supply chains. Industry observers who analysed the leadership change noted the wider context in which Sato spoke, including Toyota’s decision to replace him with chief financial officer Kenta Kon effective April 1. The Japan Times and Reuters characterised the leadership shift as surprising, given Toyota’s resilience in recent years.
Sato did not limit his remarks to exhortation. He outlined concrete moves Toyota plans to pursue with its partners to raise efficiency and cut waste. According to coverage from CarGuide and IBTimes, those measures include standardising parts across model lines, loosening some exacting quality requirements for components that do not affect visible finish or core safety, and seeking collaborations beyond the traditional parts network in areas such as robotics, hydrogen, artificial intelligence and data centres. The aim, company officials say, is to speed production and reduce the kinds of stoppages and defects that have recently lengthened customer delivery times. "We continue to keep many customers waiting," Sato told the audience, according to reports.
The cautionary tone reflected persistent operational challenges inside Toyota as well as external pressure. While hybrids remain a commercial strength and helped the firm post strong sales and production in late 2025, analysts cited by Investing.com and Carscoops have highlighted shortcomings in Toyota’s EV rollout and recent episodes of quality decline and recalls that have hampered output. At the same time, the accelerating pace at which rivals , especially some Chinese manufacturers , are bringing affordable, software-rich electric models to market has intensified the need for faster cost control and technological adaptation.
Industry analysts say the supplier call-to-arms signals a shift in emphasis: combining Toyota’s traditional quality discipline with a stronger push on cost competitiveness and speed of innovation. According to reports, Sato encouraged suppliers to consider pragmatic trade-offs and streamline processes, while Toyota will take internal steps to lead by example. That balance was reflected in messaging after the convention, with some observers noting that outgoing leaders sometimes use such forums to imprint an agenda for successors. Financial coverage in February also noted Toyota’s raised profit forecast, suggesting management believes reforms can coexist with financial resilience.
For many of the 484 supplier firms the warning is starkly practical. Smaller vendors and those with limited capability in software, electronics or advanced materials face a pressing need to invest or consolidate, industry commentators said. Toyota’s long history of close supplier ties , including equity stakes and joint development , offers pathways for cooperation, but the company’s call to look "outside the traditional auto industry" signals an openness to partners that bring new expertise rather than only parts-production scale.
The reforms Toyota proposes are intended to address both short-term operational drag and longer-term strategic shifts. Relaxing non-critical quality standards and standardising components are aimed at cutting waste and speeding throughput; partnerships with tech and hydrogen specialists are aimed at diversifying technology pathways beyond battery electrics. The Automotive News account stressed Sato’s insistence that these changes must be rapid and collective if Toyota and its ecosystem are to remain competitive.
As Sato prepares to hand the reins to Kenta Kon on April 1, his message may mark a turning point in how Toyota coordinates with its supply base. Whether suppliers can translate the admonition into measurable productivity gains , and whether Toyota’s own internal reforms restore tighter quality control while accelerating innovation , will be watched closely by competitors, investors and governments. In an industry where scale, speed and software increasingly determine market leadership, Toyota’s appeal for unified action underscores that the next phase of competition will be decided as much in supplier workshops and data centres as on the factory floor.
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