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November 14, 2007

Fujio Cho, Chairman 

Toyota Motor Corporation

1, Toyota – cho

Toyota 471-8571

JAPAN

Dear Chairman Cho:

We are institutional investors representing several billion in US$ under management, including a significant investment in Toyota Motor Corporation.  We are also signatories to the United Nations’ Principles for Responsible Investment (“PRI”), a set of voluntary principles designed to align investment strategies with societal needs. As fiduciaries and PRI signatories, we examine how environmental, social and governance (ESG) impacts present material risks or advantages to our investments. We are writing to Toyota Motor Corporation because Toyota’s business ties to the military regime in Burma present a notable material risk to the reputation of the Toyota brand and long-term shareholder value.  

Recent media reports bear witness to the stunning and brutal suppression by the Burmese military regime against the peaceful demonstrations by monks, students, and other members of Burmese society. We are particularly disturbed by the regime’s ongoing nighttime round-ups and arbitrary arrests. The Wall Street Journal reported, “Myanmar troops dragged people from their homes and let others know they were marked for retribution, as the junta stepped up a campaign of intimidation after crushing the pro-democracy uprising”.  (WSJ 10/4/07) 

According to the United Nations, Myanmar ranks among the 20 poorest countries in the world with most people living on less than $200 a year. The United Nations and others have blamed inept military leaders for bungling Myanmar's economy, spending excessive amounts of money on a new capital and on maintaining one of the world's largest armies. Cars and trucks are luxuries well out of reach for most Burmese citizens. (USA Today, 9/21/07) 

Toyota Motor Corporation’s trading partner, Toyota Tsusho, manufacturers and sells vehicles in Burma through its joint venture partnership with Suzuki Motor Corporation and the Myanmar Auto & Diesel Engine Industries (MADI). MADI is the military government-run enterprise under the Ministry of Industry. As Toyota Tsusho’s largest shareholder, your 21.57% ownership represents a significant interest in its operations. Given the present turmoil in Burma, we question whether it is possible for Toyota to maintain a material interest in Toyota Tsusho and its joint venture with MADI without supporting the military regime and its egregious abuses of human rights.    

Clearly, any link to providing vehicles to aid the military government’s brutal suppression in this impoverished state calls into question our company’s respect for the Principles of the United Nations Universal Declaration of Human Rights. Clearly, any link grossly undermines Toyota Tsusho’s corporate philosophy of “aiming for co-existence and co-prosperity between people, society and the earth to become a comprehensive company that contributes to creating an affluent and comfortable local community” (http://www.taiamerica.com/default.asp?page=ttc). Any link has a detrimental effect on the value of our investment in Toyota Motor Corporation.  

Recently, we corresponded with Mr. Steven Sturm, Toyota Group Vice President for Americas Strategic Research, Planning and Corporate Communication regarding our concerns. In an email to us Mr. Sturm states, “Toyota has no direct involvement with that joint venture company and has no contact with it.” He continues, “Toyota has no partnership or contractual relationship with the Burmese government”. 

While these statements may be technically accurate, publicly available information indicates that they are disingenuous. Yuho documents filed with the Japanese financial regulator in March of 2007 indicate that Toyota Motor exercises at least significant influence, and possible even defacto control, over Toyota Tsusho.

First of all, Toyota Motor owns 21.57% of Toyota Tsusho, and another 11.12% of Tsusho is held by Toyota Industries, one of the member companies of the Toyota Motor Group.  As is widely known in Japan, the companies in the Toyota Group are linked by complex cross-holdings, very strong supplier/customer relationships, and a shared leadership group, in which board directors and executives frequently rotate from one group company to another. As a result, the various companies operate in close cooperation. The fact that Toyota Motor owns more than one-fifth, and the companies of the Toyota Motor Group collectively own more than one- third of Toyota Tsusho suggest to us that Toyota Motor bears some responsibility for Toyota Tsusho’s actions.

In addition to the connection formed by ownership, Toyota Tsusho is linked to Toyota Motor by the same kind of personnel and business relationships that connect the Toyota Group companies to each other. Several of Toyota Tsusho’s board of directors and senior executives previously served at Toyota Motor, and sales to Toyota Motor Group were over 16% of Toyota Tsusho’s 2006 sales (about 7.9% was in Toyota Motor alone). In sum, the commonsensical notion that companies sharing the Toyota name should be seen as a part of one multifaceted entity is, to a significant degree, correct.  

Toyota Motor’s appears equally disingenuous in its actions if one recalls the position our company took in 2000. Toyota publicly announced divestment from Burma seven years ago and was among dozens of companies that recognized the economic and political risks of doing business with a regime engaged in gross human rights violations. At the time, Toyota heeded Aung San Suu Kyi’s statement that “investment merely strengthens dictatorship”. The credibility of this position is now significantly weakened through Toyota’s trading arm’s ties to Burma’s repressive regime.   

Worldwide, non-government agencies are fervently urging companies doing business in Burma to ensure their operations do not contribute to or benefit from human rights abuses.  Arvind Ganesan, director of the Business and Human Rights Program at Human Rights Watch accurately notes that “Companies doing business in Burma argue their presence is constructive and will benefit the Burmese people, but they have yet to condemn the government’s abuses against its own citizens. Keeping quiet while monks and other peaceful protesters are murdered and jailed is not evidence of constructive engagement.” The outside world, by participating in what The Economist called “deconstructive engagement” over the past decades, must share responsibility in the unfolding tragedy in Myanmar. (The Economist magazine (9/29/07)   

Our company stands in an important position to take immediate action to break the cycle of deconstructive engagement. We believe that our company, having shown it can be a leader in sustainable business practices, should speak out publicly against the regime’s imprisonment, and killings of peaceful pro-democracy demonstrators. 

Therefore, we ask Toyota and its trading partner, Toyota Tsusho, to send a strong signal to the regime that responsible corporations in Burma cannot remain silent in the face of widespread abuses of human rights. We request a report from our company providing evidence of its efforts to condemn the military crackdown, and steps it will take to reduce the risk of harming the Toyota brand and long term shareholder value.  

Susan Baker Martin will be your primary point of contact.  She can be reached at 617/423-6655 x 252.  Thank you for your attention to our request. 

Sincerely,

Susan Baker Martin

Social Research Analyst

Trillium Asset Management Corporation

Adam Kanzer

Managing Director & General Counsel

Domini Social Investments LLC
