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Executive Summary
This report is requested by Maria Heffernan of behalf of Toyota Motor Corporation’s Strategic development unit. The due date for this work is 15th of March 2024. The purpose of the report is to critically evaluate and analyse the strategic capabilities of Toyota. It will provide a brief historical background of the company and will use a number of models to identify the development and the implementation of Toyota’s strategy. It will also identify potential schools of strategy that the business follows and will provide recommendations if the author believes they are needed for further improvement of their strategy. The author will make use of literature as books, journals, online articles, credible videos and podcasts, publicly available company data, and customer reviews of products to critically discuss and evaluate Toyota’s strategic direction and achievements. 
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1.0 [bookmark: _Toc161172815][bookmark: _Toc161406062]Introduction and Background
Toyota Motor Corporation (will be hereafter referred to as Toyota) is a Japanese automotive company that was established in 1937 and is a part of the Toyota conglomerate. The company focuses on the production and sales of automobiles and has branches worldwide (TOYOTA MOTOR CORPORATION, 2019). Initially, Toyota was an exclusive brand to Japan and was making passenger cars that were only distributed in Japan. After Japan’s surrender in WW II Toyota’s plants were only allowed to create commercial trucks to aid the country in restoring its infrastructure (TOYOTA MOTOR CORPORATION, 2020). Shortly after the start of the Cold War Toyota was allowed to resume their passenger car production and expanded their reach to Europe and America (TOYOTA MOTOR CORPORATION, 2020; Britannica, 2018).
As of today, Toyota manufactures four brands – Toyota, Daihatsu, Hino, and Lexus – their more expensive model created as a luxury vehicle (HINO MOTORS, 2023; Clifford, 2019; Sato, 2021)). In the past decade Toyota has held the number one place as a largest automobile manufacturer in the world by volume of production, and closely second to Volkswagen arguably due to the many famous brands that they own (Audi, Porche, Skoda, and SEAT) (Bradley, 2024; Carlier, 2022; Bekker, 2024). In 2022 Toyota had a market share of approximately 11.5% in the global automotive market followed by VW with 6.7% (Statista, 2023; Carlier, 2023). The success of Toyota is largely attributed to the increased environmental awareness and their massive efforts in creating all-electric and hybrid vehicles with far lower emissions compared to the mostly diesel counterparts of their competitors while retaining similar or greater performance (Lyon, 2021; Dayton, 2015). Toyota’s gross profit for 2023 was £48.82B which was an increase of 33.25% year-over-year. These figures clearly show that Toyota hold a very strong position in the automobile market globally and demand for their products is at an all-time high (Macrotrends.com, 2024).
As every massive company, Toyota has numerous stakeholders. According to them their most valuable stakeholders are their employees, customers, and suppliers. However, Toyota is a business and every business needs money to operate meaning that Toyota has many financial stakeholders too. According to Toyota, as of 31/03/2023 the major financial stakeholders (in descending order) for Toyota are (TOYOTA MOTOR CORPORATION, 2023):
· The Master Trust Bank of Japan, Ltd. – 1.9B shares
· Toyota Industries Corporation – 1.19B shares
· Japan Custody Bank, Ltd. – 908M shares
· Nippon Life Insurance Co., Ltd. – 633M shares
From the information above it is evident that the major stakeholders in the company are all Japan-based which would mean that most of the dividends will be paid back into Japan which closely follows Toyota’s strategy of focusing economic growth.
Toyota is famous for its reliability, quality, and affordability ever since their first automobiles. It is suggested that in the 1950s Toyota executives took a trip to the US to observe production lines and gain insight on the process at a Henry Ford plant. Allegedly this trip was the birth of the famous “Toyota Production System” (TPS) also known as The Toyota Way (Magee, 2008).
TPS is a set of principles Toyota has abided to for the past 70 years to which they attribute their massive success. It was formally addressed and described by Toyota in the early 2000s. The Toyota way has shaped the strategy of Toyota and they have stuck to its principles ever since its creation. The strategy has only been tweaked over the years however the direction of the company has remained largely similar for almost the last century. 

Toyota’s strategy can be identified as: To create quality, long-lasting, reliable vehicles with high regards to the society, economy, innovation, environment, and sustainability while retaining strong focus on employees, customers, and suppliers.
Their strategy appears to match their current global vision which according to Toyota (2024) is:
“Toyota will lead the way to the future of mobility, enriching lives around the world with the safest and most responsible ways of moving people. Through our commitment to quality, constant innovation and respect for the planet, we aim to exceed expectations and be rewarded with a smile. We will meet challenging goals by engaging the talent and passion of people, who believe there is always a better way.” (Toyota Motor Corporation, 2022)
Their vision and mission statement have barely changed over the years, however, in the past decade they have stated stronger emphasis on sustainability and becoming as environmentally friendly as possible.
Along with a clear and well thought out mission and vision, a company could highly benefit from creating a suitable strategy. Where the vision and mission of a company communicate the business’s core values and their long-term plans, the strategy often has a comparatively shorter life span before it needs to be reevaluated and updated to better suit the current economic conditions (Miller, 2014). On the contrary however, some researchers argue that the disadvantages of creating and keeping an up-to-date strategy outweigh the benefits it can provide. They suggest that process is quite time consuming and expensive to implement properly (Damus, 2023). Some also suggest that sometimes companies create a strategy but fail to adhere to it in the long term (Barrows, 2009).
 This long-term strategy and the principles of the Toyota way are explored further in the findings section of this report. 

2.0 [bookmark: _Toc161172816][bookmark: _Toc161406063]Main Findings
This section of the report will focus on the SWOT, PESTLE, Porters five forces, BCG, Stakeholders, and Porters GM Models and will critically identify the most relevant parts of these models that had an impact on the strategy of Toyota. The graphs/models/illustrations of these models will be available in the appendices of this report and the following subheadings will analyse their effects on Toyota. 
2.1 [bookmark: _Toc161172817][bookmark: _Toc161406064]SWOT Factors Affecting Strategy
2.1.1 [bookmark: _Toc161172818][bookmark: _Toc161406065]Threats – Political situation turmoil and emerging conflicts.
The most recent political turmoil that has affected not only Toyota but the whole world is the war between Russia and Ukraine. Toyota has stopped production, importing, and aftersales services for all their vehicles in Ukraine on 24th of February 2022 and has done the same in Russia on the 4th of March 2022. This bold move appears to align with the company’s strategy of ensuring the safety and wellbeing of all their employees and suppliers as evident from the announcement on the Toyota website published shortly after the start of the conflict:

“As a company with operations in Ukraine and Russia, our priority in dealing with this crisis is to ensure the safety of all our team members, retailer staff, and supply chain partners.”
(TOYOTA MOTOR CORPORATION, 2022)
CEO of Toyota Europe Matt Harrison states that in 2021 close to 120 000 Toyota vehicles were sold in Russia alone which was approximately 10% of Toyota’s sales in Europe. Harrison also states that the closure of the Saint Peterburg’s plant closure has cost the company well over half a billion pounds. He argues that the 10% sales figure is underestimated as Toyota sold mostly luxury cars and SUVs in Russia which are on the higher price range (Ciferri, 2022).
On the other hand, other researchers and business analysts argue that Toyota’s withdrawal from the Russian and Ukrainian markets was not initiated only due to the safety of their employees and suppliers. They suggest that this is merely a political move to seize indirect financial support to any of the parties thus keeping the brand image clean (Doherty, 2023; The New York Times, 2022). This statement could be backed up by the fact that approximately 80% of the units sold in Russia were locally manufactured rather than imported.  Toyota would not be the only company to cease doing business with Russia aster the start of the war as other business giants such as Amazon, Apple and Volkswagen have done the same (Williams, 2022).

2.1.2 [bookmark: _Toc161172819][bookmark: _Toc161406066]Strengths - Currently the most sold vehicle brand by volume/Strong brand image
Toyota has established a brand that hardly anyone will not recognize. From their vehicles being the most sold worldwide to creating whole manufacturing models (lean manufacturing, just-in-time). And of course, being one of the most recognisable and sold brand worldwide comes with plenty of perks for the company (Aaker, 2020). Some of the benefits for having a recognisable and influential brand image are:
· Easier customer acquisition and retention – top brands are well known by their target audience, and this means that they need to spend far less resources to market their products. according to the team of AutoGuide (2020), Toyota has the second most loyal customers where they suggest that 60.3% of their customers are returning to the business. They are very closely second to Subaru with 60.5% although Subaru manufactures far less vehicles than Toyota (Chiu, 2022). However, Toyota currently has 20% shares in Subaru and are working in collaboration to improve the performance and reliability of electric and hybrid cars.
· More resources (due to size and income) to be spent on development – being closely second in revenue to Volkswagen, Toyota has more resources to spend on research and development and it is evident by the number of their research facilities and partnerships that they do. In 2023 alone Toyota has invested over £6.5B in research and development (Statista, 2024). This suggests that they stick to their strategy for economic growth and innovations. 
However, fame and recognition bear risks for a company such as:
· Bad news spread quickly – being a famous brand puts one on the forefront of many analysts and media. Should a problem or a controversy occur, the news spread considerably faster than for a small business (Shaw, 2023). Such was the controversy with Toyota’s gas pump and unintended acceleration malfunctions some of which have led to deaths of the drivers. This had a negative impact on the brand that was made public very fast and led to numerous recalls and lawsuits (Feldman, 2024; Car Recalls UK, 2024).

2.2 [bookmark: _Toc161172820][bookmark: _Toc161406067]PESTLE Factors Affecting Strategy
2.2.1 [bookmark: _Toc161172821][bookmark: _Toc161406068]Environmental – Rising environmental awareness and increase in the demand for EVs.

[bookmark: _Toc161172740][bookmark: _Toc161172822]Climate change and the increasing threats to the environment have led to a substantial increase in the publicity and awareness to the efforts needed to help offset the negative effects our lives have on the planet (Cohen, 2022). This has subsequently led to a steady increase in customer demands for hybrid and all-electric vehicles (Furcher et al., 2023). This increase could prove to be an invaluable opportunity for Toyota as the company is already moving towards producing mostly EVs. In addition, Toyota has had a long-term partnership with Panasonic and has recently acquired full ownership of Panasonic’s Primearth EV Energy. This partnership will allegedly result in Toyota mass producing electric vehicle batteries due to the increasing demand (Johnson, 2024). In mid-2023 Toyota announced that they have made a major breakthrough in the manufacturing of EV batteries and claim that the driving range of the new cells is over 900 miles (Johnson, 2023). This breakthrough appears to follow their current strategy as it values and encourages innovation. Additionally, more countries are taking legal action to reduce carbon emissions by introducing higher taxes on internal combustion vehicles and offering support and subsides for electric vehicles (Mckinsey & Company, 2021). Such initiative is the Biden 50% Electric Vehicles target by 2030 to reduce carbon emissions where they provide support to citizens who want to purchase an EV (The White House, 2023). 
[bookmark: _Toc161172741][bookmark: _Toc161172823]However, many customers and producers alike think that an electric vehicle only approach is not the way forward and this includes Toyota. Akio Toyoda, a chairman of Toyota, states that the company will be adopting a diverse approach when it comes to manufacturing cars. They suggest that even though BEVs (Battery Electric Vehicles) are vastly more carbon neutral, the final call should be the customer’s and not political or dictated by regulations (Lyon, 2024). Toyoda also suggests that the ratio of BEVs to internal combustion vehicles will not exceed 30%/70% in the foreseeable future. This is backed up by the newly elected CEO of Toyota – Koji Sato – who states that Toyota will continue efforts towards bettering their EVs although they will stick to a “hybrid approach” for the time being. This approach will have Toyota appeal to a larger customer base by diversifying their product range which aligns with their strategy of putting their customers in a central spot.

2.3 [bookmark: _Toc161172824][bookmark: _Toc161406069]Porter’s Five Forces Model and its Effects on Strategy
2.3.1 [bookmark: _Toc161172825][bookmark: _Toc161406070]The threat of substitution and Decrease in Buyer Power
According to the team of “Driving Your Dream” there are over 3 300 car brands worldwide. Most of the brands contained in this number are considered exotic and the numbers of vehicles produced under their brand is highly limited and niche, it cannot be argued that the automotive industry is extremely and increasingly competitive battlefield (Driving Your Dream, 2024). This provides potential customers with diverse choice for products when it comes to choosing a vehicle which is arguably beneficial for the economy and limits the opportunity for companies to create a monopoly over the sector. 
Reportedly the average person now has less disposable income and has less money to spend on non-essential items, automobiles included (Office for National Statistics, 2023). This decrease in purchasing power is paired with an alleged recession and cost of living crisis that plagues the UK at the moment according to BBC as of 2023 (Jordan and Islam, 2024). This recent decrease in the purchasing power of customers has not led to a decrease in the demand for cars but has had an impact on the price of the vehicles customers are willing to pay (Wayland, 2021). And all these factors are in addition the semiconductor chip shortages that have occurred currently and the aftermath of the Covid-19 infection that heavily affected all manufacturing of vehicles and supply chains (Aboagye et al., 2022; King, Wu and Pogkas, 2021). 
When it comes to Toyota, they are nowhere near the most affordable cars currently according Ireson from Auto Trader (2023). According to Higgins (2017) when it comes to purchasing vehicles, especially EVs, many factors (such as age, socioeconomic circumstances, education, family size etc.) play a role in choosing the body type of vehicles. Evidently hatchbacks hold the top position when it comes to the customer’s choice for a body type of the vehicle, followed by estates, saloons, and SUVs (Carlier, 2023; Motor Biscuit Editorial Team, 2023). The size and the body type of the vehicle are closely tied to the price of the automobile regardless of the brand and make. With the reduced buying power of customers and the additional economical factors mentioned above the price of vehicles have an increasing impact on the choice of the customer. 
Toyota has taken measured to accommodate their customers by diversifying their product range to include an option and combination of specific body types and fuel types. Toyota has made efforts to both manufacture more of, and increase the quality of, their cheaper vehicles such as the Toyota Corolla and the Toyota Camry (the LE version) (Toyota, 2024; Dyer, 2023; Horn, 2023). In addition, Toyota also manufactures a more expensive makes of vehicles that mainly aimed towards customers who can afford to spend more money on their vehicle – such models are the Toyota Sequoia and the Toyota Land Cruiser (Toyota, 2024). This product diversification is aligned with the Toyota strategy as it takes its customers and the economic environment in high regard. 


2.4 [bookmark: _Toc161172826][bookmark: _Toc161406071]BCG Growth Share Matrix and its Effects on Strategy
Like every business Toyota needs customers that are willing to buy their products. However, people are different and demand different products that are up to different quality standards and price ranges. Unless a business or an organization holds a monopoly over a product or service (or they are strictly aimed towards a very niche customer target) they need to consider a diversification of their product range in order to appeal to wider audience and potentially increase their sales and ultimately revenue. 
Toyota does this very well as they have well over 70 models of vehicles that are currently in production worldwide and this is not including the models of Lexus. As a start Toyota has created a separate more luxurious brand that is largely aimed at wealthier people (Lexus). In addition, they have makes and models that would potentially appeal to most drivers looking for a new automobile. With that said Toyota certainly has some models that sell vastly better than others, but they also have models that have arguably “flopped” in sales and demand.
Toyota’s current most popular models (Stars) are:
· Toyota Aygo X – this comparatively cheaper model of the Toyota range has dominated sales in the city car category in the UK by accounting for over 30% of the brand’s sales in this category in 2023 whereas the overall market share of the brand in the UK was 6.47% for the same year (Toyota UK, 2024)
· The models Yaris, Corolla, C-HR, RAV, and Aygo were responsible for approximately 76% of the brand’s sales in Europe alone for 2023. This has also marked an all-time high in sales for Toyota in Europe. Additionally, Lexus has seen an increase of 46% in sales in Europe for the same year which also marks a record for the company (Toyota Europe Newsroom, 2024).
On the other hand, Toyota has had some models that did not meet expectations when I came to sales. Some of these models (Dogs or Question Marks) are:
· Toyota Avalon – this model of the brand has been discontinued as of 2022 due to poor sales. This is one of the worst selling sedans that Toyota has produced, and they have had a history of issues and malfunctions occurring throughout the years. This has left a negative impression on their customer base and led to the decreasing sales. However, Toyota introduced a new similar looking model in pace of the discontinued Avalon – the Toyota Crown. So far this has been met with somewhat favourable sales numbers and appears to be a worthy successor of the model (Wicks, 2023; Seto, 2023).
An example of a “Question Mark” model of Toyota currently is one of their newer models – the Toyota Mirai. The reason that this model is in the “Question Mark” category is not the model itself but rather the new fuel technology that was introduced with it – the hydrogen fuel cell. Many customers are still sceptical of the performance of this type of battery cell and are paying close attention to where this technology is headed (Parkes, 2023). This potential breakthrough has the potential ability to revolutionize the EV market and make the Mirai a Star soon. 


2.5 [bookmark: _Toc161172827][bookmark: _Toc161406072]Porter’s Generic Model and its Effects of Strategy
Porter’s generic growth model is a strong tool that is used to increase and/or secure a certain market share and it appears that Toyota is taking full advantage of it. Arguably, Toyota is heavily involved in the cost leadership strategy of the matrix as they not only manufacture products that appeal to all customers but are also the creators of the Toyota Way. The Toyota way is the forefather of the lean manufacturing model and the just-in-time model that Toyota has been known to use to this very day. The concept of these models is generally to reduce operation times and waste while maintaining high production speeds and ensuring quality by detecting and dealing with issues while they occur. These models also tackle the costs of keeping inventory of items while they are not immediately needed, and costs associated with the logistics of products (Panneman, 2017; Liker, 2004).

The Toyota way has been adopted by plethora of other business with varying multitudes of success (more details on the principles of the Toyota Way can be found in the appendices section of this report). 
The Toyota way and the Toyota production system (TPS) has allowed Toyota to maintain their cost leadership strategy by reducing their manufacturing and logistic costs. They also have a high impact and heavily influence Toyota’s mission, vision, and strategy as evident from the principles highlighted in 5.7 of this report.
In addition to their cost leadership strategy, Toyota also takes advantage of the broad diversification part of porter’s matrix. Toyota not only manufactures a broad range of vehicle types (including different body types, fuel types, and price ranges) but has also diversified their business in relating fields as electronics, energy, robotics, and artificial intelligence. This diversification strongly supplements the research and development of their main field of operations – the automobile industry. This has the potential to increase the scope and reach of Toyota as potentially allows them to research innovations in the EV section and meet the increasing demand for BEVs with higher standards and better quality (Thompson, 2023)
. 
2.6 [bookmark: _Toc161172828][bookmark: _Toc161406073]Stakeholder Analysis and Strategic Capability
As evident from the conducted analysis of the models above, Toyotas strategy is strongly influenced by some of the strategic schools. They appear to be especially inspired by the Positioning and the Configurational schools since they have the opportunity to maintain their cost leadership strategy and are constantly investing in research and development to constantly improve on their processes and products (Hattangadi, 2019; CIO, 2019). 
Additionally, their position as the number one vehicle manufacturer worldwide provides them with the opportunity to take advantage of an outward facing, long-term strategy where their decisions are not heavily influenced by resources available but more so by the demand of the market and the economic environment. This also allows them to take in consideration the opinions of their customers, employees, and suppliers to a greater extent rather than the ones of their investors and financial stakeholders. 
Some of the main stakeholders for Toyota, also evident from their strategy, are their employees and customers. As evident from Toyota’s report (Toyota Annual Report, 2024) the company holds their employees and their opinions in high regard and aims to provide them with better working conditions and career opportunities by regularly increasing their salaries, providing development opportunities, and job security. However, the report acknowledges that there are and have been a number of disputes regarding their employees in some of the countries they operate in (Toyota Annual Report, 2024; Rowl, 2015; Toyota, 2019). 
Another of their major stakeholders is the environment which is clearly stated in their CSR and the Toyota sustainability data book (TOYOTA MOTOR CORPORATION, 2022a). They have announced their “2050 Challenge” in 2015 which is split in six different sections ultimately leading to Toyota becoming a fully carbon neutral company (both their manufacturing processes and their products) (Toyota, 2023). However, Toyota has recently been involved in a controversy about unlawful pollution and their environmental impact of cars they sold in the USA. According to the New York Times Toyota has failed to produce a timely and accurate report on their emissions produced for federal purposes. They state that between the years 2005 and 2015 Toyota purposely withheld information on defects in their vehicles that were in direct violation to the standards that were designed to control air pollution (Tabuchi, 2021). This had led to Toyota receiving a $180M fine which the company acknowledged and agreed on paying (U.S. Department of Justice, 2021).

Based on the above research and analysis Toyota appears to have a long-term strategy that they have adhered to throughout the years. They have historically set their focus on their employees, customers, suppliers and more recently the environment. This and the fact that they have been the top selling vehicle manufacturer by volume for numerous years in a row suggests that they have created and implemented a strong and viable strategy. The main advantage of their strategy is that they have the opportunity to remain the leading car manufacturer as they are taking in consideration their customer needs and are environmentally aware of their actions. In addition, they continue to increasingly invest more resources in research and development and creating strategic alliances that are likely to grant them continuous prosperity in the field. 
While having a good and well thought out strategy is certainly beneficial for Toyota, they have historically had some trouble adhering to it. They have been notoriously known for some controversies that had an impact on their brand image. One such controversy was the deadly car malfunctions that have led to a $1.32B lawsuit that Toyota allegedly tried to cover up. This malfunction has affected over 12 million cars all over the world and had reportedly resulted in five deaths (Cowan, 2014). The controversy was about a minor, yet deadly issue that had the floor mats get stuck under the accelerator and causing unintended acceleration. (Reyes, 2023). In addition to the pollution controversy, this has had a long-lasting negative impact on the brand. In the end of the day however these arguably minor missteps have failed to dethrone Toyota as the number one car manufacturer and had them invest more in R&D and better quality control processes. As evident from the above analysis Toyota has seen a steady growth in their market share, revenue, and volume of vehicles sold. 
· 

[bookmark: _Toc161172829][bookmark: _Toc161406074]3.0 Conclusion, Recommendations, and Strategic Options
As of 2024 Toyota is the global car manufacturer with the highest number of sales by volume. Even though some researchers have suggested that creating and maintaining an up-to-date strategy is an unnecessarily expensive and time-consuming process, Toyota have created one and have managed to adhere to it over the past few decades. This has landed them the number one spot in the car manufacturing business, and it appears that they will continue to thrive in their field of operation. 
By performing the models above and analysing them critically the author has demonstrated that Toyota has a long-term outward facing strategy that they have closely stuck to until the brand’s inception in the early 1900s. their strategy is to provide affordable and reliable mobility for everyone and as of recently have made enormous efforts in making their processes and products as clean and sustainable as possible. They continue to put more money and resources towards their research and development and will likely continue to be a leader in their field of operation. 
However, they should put more effort in adhering to their strategy so they can avoid further controversies and lawsuits that ultimately damages their brand and bring their reputation down. Additionally, the threat of new entry will be always looming above Toyota as other automobile giants as VW, Tesla, and Ford are also seeking to gain competitive advantage over Toyota by manufacturing cheaper products with arguably better quality. With that said, Toyota is destined for greatness for as long as they believe in, update, and stick to their strategy.
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	Strengths
	Weaknesses

	· Currently the most sold vehicle brand by volume
· Puts strong emphasis on research and development (sustainable and clean manufacturing and environmentally friendly cars - EVs)
· Creator of Toyota Production System (lean manufacturing/Just-in-Time)
· Company branches worldwide
· Strong brand image and exceptional customer loyalty
	1. Lack of research and development in the Self-driving (autonomous) cars field
2. A number of serious mechanical/electronic faults that led to recalls and damaged the brand
3. Weak presence in Latin America and India

	Opportunities
	Threats

	1. Development of an autonomous model of vehicles
2. More intense testing of vehicles before they get out on the shelves
3. Expansion in unexploited markets
4. Legal support in producing eco-friendly products
	1. Political situation turmoil and emerging conflicts
2. Resource shortages
3. Japan is more prone to natural disasters



















5.2 [bookmark: _Toc161172833][bookmark: _Toc161406079]PESTLE Analysis
	Political
	Economic
	Sociological
	Technological
	Legal
	Environmental

	· An unstable political environment namely the war between Russia and Ukraine and the Hamas war poses threat for an international business as Toyota 
· Legal requirements that address the ecology of manufacturing and driving vehicles is an opportunity for a company that is focused on sustainability and its research and development
· The foreign trade politics could be an opportunity or a threat to an international company trading worldwide
	· Inflation and unemployment rates play a crucial role for the purchasing ability of customers and could be both a threat and an opportunity for an international business.
· The economic growth of a country is tightly related to the purchasing power of customers which could have a positive effect on sales.
· Recessions affect interest rates on loans which could negatively impact sales especially of cars (and more expensive good) as they are often financed
	· Continuously raising environmental awareness worldwide could provide and opportunity for Toyota to stand out as a carbon-neutral and environmentally friendly company
· Certain malfunctions causer incidents that have led to recalls of vehicles (fuel pumps issue and unintended acceleration) that had people filing lawsuits that damaged the brand image
	· Improvements in the artificial intelligence technologies could be an opportunity for Toyota and their manufacturing processes and possibly aid them in creating a an autonomous vehicle
· Japan is arguably the most technologically advanced country in the world which could provide Toyota with the opportunity of staying ahead of competition, especially in the electric and hybrid vehicle market
· Even though environmental awareness is increasing worldwide, many drivers still prefer diesel/petrol engines due to better performance which could be a threat to Toyota should they decide to focus solely on making EVs
	· Employment and labour laws are changing, and this could have a negative impact on Toyota as they have already been involved in some controversies for overworking their employees which in some cases allegedly led to health issues 
· Since Toyota is an international company they need to abide to the jurisdictions of both where their headquarters are (Japan) and all other countries they operate in or distribute their goods and services to
	· New environmental policies could push EV production, providing further opportunity for Toyota to expand their market share
· Toyota’s 2050 environmental challenge (becoming a carbon neutral manufacturer by the year 2050) is an opportunity for the business to market their brand and expand their reach
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Main stakeholders of Toyota:

	POWER
	· Jurisdictions of countries operated in
· Current laws
· Suppliers

	· Investors 
· Customers


	
	· People who do not drive
	· Employees
· Society
· Environment

	
	INTEREST





[bookmark: _Toc161172838][bookmark: _Toc161406084]5.7 The Toyota Way

The fourteen principles of the Toyota way that also dictate its strategy have been researched and identified by Liker (2004) and are separated into four main groups which he refers to as the 4P model (not to be mistaken with a Marketing Matrix):
· Philosophy – the Toyota way dictates that a successful company needs a long-term development strategy, rather than one that chases profits, revenues, and KPIs. Liker suggests that the strategy of a company should include three sections:
1. Focus on economic growth.
2. Focus on employee wellbeing.
3. Contribute to the growth of the company.
· Process – this part of the Toyota 4P model is mostly a technical one. It suggests that:
1. A process must be stopped as soon as possible as a problem is discovered so it can be addressed as soon as possible and prevent further multiplicative effect.
2. Neither machines nor employees should be overburdened in the workplace, and work should be reevaluated and redistributed accordingly.
3. Innovation is not required if it does not provide value to the production.
· People and Partners – this part of the principle suggests that the human resource is just as important as the manufacturing process. Some of the key principles in this section include:
1. Invest in the human resources of your company and cultivate capable leaders.
2. Employees are the most valuable asset of the company
· Problem Solving – this is the principle that dictates that a company should fix emerging problems as soon as they are identified and reach a consensus of the team.
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