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Software-first strategy and dynamic capabilities: The practice and significance of agile and lean development at Toyota
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Abstract Purpose: This study investigates how Toyota integrates Agile, Lean, and Software-First approaches to enhance Dynamic Capabilities (DC)
— Sensing, Seizing, and Transforming — in the face of radical shifts due to CASE and MaaS. It also examines how these approaches interact with
Toyota Way 2.0 to sustain competitive advantage. Design/Methodology/Approach: A case study examines Toyota’s public reports, press releases, and
industry analyses; data were coded thematically under DC theory and three core strategies: Agile, Lean, and Software-First. Findings: Agile enhances
Sensing via iterative feedback and rapid response. Lean fosters Transforming via Kaizen and waste reduction. Software-First accelerates Seizing with
OTA updates and new service models. Toyota Way 2.0 fosters synergy among these approaches, reinforcing competitive advantage. Research
Limitations/Implications: This single-case focuses on Toyota, relying largely on public data, calls for further cross-company or in-depth research.
Practical Implications: Manufacturers shifting from hardware-centric to software-driven models can replicate Toyota’s Agile-Lean-Software approach;
a corporate culture akin to Toyota Way 2.0 amplifies its effectiveness. Originality/Value: By demonstrating how Toyota’s culture and strategies
strengthen DC, this study clarifies how Agile, Lean, and Software-First drive digital transformation in automotive settings, highlighting the importance

of cultural alignment.
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Ane) —voBAZMELT 2 ERICE >TWwW5B[22-25],
ARFFOFERIE, + 2 XY = 4 B TPSHkOKZEHE L L
LoD, TVELRRICEDETH#EMLLTWE T L E2RERT 5,
HEEDAN OEICE W T D, MMM DC HiE
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