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[bookmark: _Toc223768349]Executive Summary
Toyota Company has an efficient operation that is powered by its Toyota production system (TPS) which focuses on quality production and continuous improvement. This Strategic management show how Toyota Company continuously identify and implement various processes to enable it achieve its long-term objectives, including defining strategy, assigning resources to achieve the strategy, and continuous monitoring of the implementation process. This report covered environmental analysis of Toyota’s external and internal business environment, formulating strategy that aligns with its internal and external environment to determine its long-term direction. Toyota’s strong investment in R&D and financial liquidity provides it with a competitive advantage in the UK automobile industry. Similarly, Toyota has a number of intangible and tangible resources that continue to give it a competitive advantage, since they can hardly be copied by competitors. The report recommends that the company should capitalise on these resources to quickly transition into fully electric vehicle company to enable it gain a large market share in the expanding UK EV market. Moreover, Toyota should also consider adopting mobility as a Service to enable it to meet the increasing customers’ preference for on-demand transportation and develop new revenue streams.  
	


1. [bookmark: _Toc223768350]Introduction
The successes of companies in today’s highly dynamic business environment not only depend on how perfect they implement their plans, but also on having the right business strategies. Strategic management plays an important role in helping to align companies’ goals, anticipate changes in the market, and guarantee long-term success (Kling, Ghobadian, and O’Regan, 2009). It is a dynamic process that identifies and implements processes to enable companies achieve their long-term objectives (Hunger and Wheelen, 2011). The processes include defining a company’s strategy, deciding how to assign resources to execute the defined strategy, and continuous monitoring of the implementation process to attain long-term objectives (Gamble, Peteraf, and Thompson, 2021). Strategic management’s core components include environmental analysis, formulation and implementation of strategy, and evaluation and control of the strategy (David, 2003). Companies must constantly scan their business environment to identify external factors likely to affect their business activities, such as market trends, political stability, technology, and regulations. Environmental scanning also enables companies to identify their internal capabilities their can affect their operations, such as financial and human resources. This strategic management report covers Toyota Company’s strategies in the UK automotive sector. 
2. [bookmark: _Toc223768351]Company Overview
Toyota Company produces quality cars in the UK. It has a system that ensures there is a continuous improvement in the company (Toyota EU, 2025). It established Burnaston plant in Derbyshire, where it produces its vehicles in the UK in 1965. The company’s mission of happiness for alland vision of creating mobility for all drive it to focus on societal well-being and customer satisfaction (Toyota EU, 2025). Moreover, through its vision, Toyota leads the way in improving lives worldwide by always developing new mobility solutions. 
[image: ]
Figure 1: Toyota Philosophy 
Source: Toyota Motor (UK)

3. [bookmark: _Toc223768352]Current Company Performance
Based on the company’s income statement shown in figure 2 below, Toyota’s financial performance has been fluctuating, showing a significant decline in its sales revenue in 2025 compared to the 2024 performance. Toyota’s income statement shows a huge drop in its profit from £175 million in 2024 to £48 million in 2025 (Toyota Motor (UK), 2025). This reduction in sales and profit may have been caused by the drop in the company’s market share and slow adoption of battery electric vehicles. Furthermore, the high demand for car share services in the UK’s cities may have also reduced the demand for car ownership, among the UK people, which affected Toyota sales. The dwindling sales could also partly be attributed to the growing UK used car market, as shown in the figure 3 below, where customers can buy used cars at low prices. 
[image: ]
Figure 2:  Income Statement for Toyota Motor Manufacturing (UK) Limited 
Source: Toyota Motor (UK), 2025
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Figure 3: UK Used car market, 2018-2030
Source: Grandview Research, 2026
4. [bookmark: _Toc223768353]Strategic Analysis
4.1. [bookmark: _Toc223768354]External Environmental Audit
4.1.1. [bookmark: _Toc223768355]PESTEL Analysis
Political Factors:  several governments support environmental-friendly transportation by offering tax rebates to EVs. Governments’ incentives have helped to increase the demand for electric vehicles in the United Kingdom (SMMT, 2026).  Toyota can capitalise on this trend to offer EVs in the UK car market. Moreover, Brexit attracted new regulations, tariffs, and new customs on the automotive companies operating in the UK car industry. Toyota Company in the UK depended on the material parts and labour from the European market for its operation. Political stability in the UK is important for its operational efficiency and continuous growth in the UK automotive market (Lucialewis, 2026). The UK has a stable legal system and predictable governance which enables the company to continue investing in its supply chain and manufacturing infrastructure without worrying about political environment in the country. 
Economic Factors: one of the main economic factors likely to affect Toyota’s activities in the UK automotive market is global economic conditions and consumer demand. The high cost of living and inflation rates in the UK is likely to reduce consumers’ demand for cars. Consumers will consider new cars as luxury products and not a necessity during tough economic period (Lucialewis, 2026). The volatility of exchange rates, where the British Pound has continued to weaken against the Dollar has made it costly for Toyota to import car parts from the US (ACEA, 2025). Fuel price fluctuations also influence customers’ choice for vehicles, as they lean towards eco-friendly and affordable cars, as shown in figure 4 below.  Furthermore, high supply chain risks and cost of materials affect the company’s profitability, forcing it to invest in local production to minimise supply chain risks and material costs. 
[image: ]
Figure 4: The UK Fuel Price Graph 
Source: Market Research Future, 2025

Social factors:  the current high fuel prices and environmental consciousness among the UK people has led to a high preference for EV and hybrid cars in the country. This new trend provides an opportunity for Toyota to increase the sales revenue of its hybrid and electric vehicles in the UK. However, the high demand of car-sharing service in the country’s major cities like London could reduce its sales, as shown in figure 5 below. Furthermore, Toyota’s strong reliability reputation in the UK presents an opportunity for the company to increase sales of its sales revenues. 

[image: ]
Figure 5: The UK’s car-sharing service market forecast 
Source: Imarc Group, 2024
Technological Factors: Toyota’s heavy investment in solid-state batteries is meant to enable the company adapt to the current shift towards hydrogen fuel cell technology and battery electric vehicles. The company is expected to introduce vehicles that use these kinds of batteries by 2028 to reduce the charging period and extend driving ranges (Lucialewis, 2026). Toyota is also using technologies like AI to streamline production and ensure consistent quality and design of its cars, at a reduced operational cost. 
Legal factors: the UK government and the EU have established carbon dioxide emission targets for automotive cars to achieve. Toyota must meet these targets to avoid penalties. Furthermore, the company must comply with the data privacy regulations on all is connected cars to avoid hefty fines (ACEA, 2025).  Similarly, Toyota must comply with the UK’s labour laws in its UK manufacturing plant, as well as, safety regulations and legal liability. 
Environmental Factors: Toyota Corporation must comply with the emissions regulations and fuel standards in the UK and European market to avoid incurring huge fines and penalties (Lucialewis, 2026). Figure 6 below shows UK’s zero emissions vehicle mandate timeline, which Toyota must comply with. This has forced the company to commit itself to producing electric and hybrid cars to comply with these requirements (Fogel, 2016).  It has committed to reducing its carbon emissions in its operations by 2035 by adopting renewable energy sources to power its activities (ACEA, 2025). Toyota is also promoting circular economy concept by emphasising efficiency and waste reduction in its production lifecycle.
[image: ]
Figure 6: The UK’s Zero Emissions Vehicle (ZEV) mandate 
Source: Henning, 2023

4.1.2. [bookmark: _Toc223768356]Porter’s Five-Force Model
Threat of New Entrants: It is low to moderate due to high capital required for new entrants to build manufacturing plants and establish strong networks of car dealers to successfully enter this market. Furthermore, companies like Toyota have established strong brand loyalty and quality reputation that makes it difficult for new entrants in this UK automobile market (ACEA, 2025). However, Chinese electric cars can pose a moderate threat to Toyota in this UK due to their affordability. 
Suppliers’ Bargaining Power: It is relatively moderate to high due to the time-consuming and high switching costs from one supplier to another. Changing suppliers is costly to Toyota which gives such suppliers a relatively moderate to higher bargaining power. Moreover, suppliers who sell limited car parts tend to have high bargaining power. Toyota can address this challenge by building lasting relationships with suppliers like Denso (Kale, 2010).
Buyers bargaining power: it is high due to the many available options to them. The availability of information about car manufacturers has made it easier for buyers to easily change from one car manufacturer to another, increasing their power. 
Threat of substitute Products: it is relatively moderate to high due to the many mobility options available to customers, including Uber, intercity train, and public transportation.  The used car market is also growing posing a threat to Toyota Company’s sales (ACEA, 2025). 
Competitive Rivalry: competition is very high in the UK’s automobile industry, as there are many car manufacturing companies that sell similar products in the market (ACEA, 2025). 
4.2. [bookmark: _Toc223768357]Internal Environment Audit
4.2.1. [bookmark: _Toc223768358]Value Chain Analysis
Based on the company’s value chain analysis, the company uses its Toyota Production System to improve the quality of its hybrid and electric vehicles and reduce operational costs using the latest technologies like IoT and artificial intelligence (Barney and Hesterly, 2015). The model’s primary activities include inbound logistics, operations, outbound logistics, and marketing and sales activities. The supporting activities include human resources and research and development, as shown in table 1 below.


	TOYOTA COMPANY’S PRIMARY ACTIVITIES

	Inbound logistics 
-Uses JIT approach to reduce inventory cost
- established partnership with different suppliers
	Operations 
-Its total production system promotes automation, human check, and continuous improvement
	Outbound logistics 
-established a robust network of global logistics that helps to distribute its finished cars to customers globally
	Marketing & Sales
-its strong brand image promotes the company
-invests in marketing activities  
	Services 
-focus on reliability and quality to maintain its brand image and loyalty 

	SUPPORTING ACTIVITIES

	Company infrastructure 
-Modern R&D and manufacturing structure 
	HRM
-Develops its employees by training and promoting them 
-Encourages teamwork
	Technology Development
-Invested in EVs and hybrid vehicles and production technology 

	Procurement 
-Established strong partnership with suppliers


Table 1: Toyota Company’s Value Chain Analysis
Source: Self-generates 
4.2.2. [bookmark: _Toc223768359]Resource Based View Model
Toyota’s intangible and tangible resources continue to enhance its competitive edge in the automobile market, as they are hard for its competitors to copy (Grant, 2020). 
Toyota Company’s Intangible Resources: One of the company’s main intangible resources that can hardly be copied is its ‘Toyota Production System’ (TPS) which promotes efficiency production and continuous improvement. Other intangible assets that continues to give this company’s a completive advantage include its strong brand image for reliability and quality and strong partnership with its suppliers which enables it to negotiate better terms (Nag, Hambrick, and Chen,  2007). 
Toyota Company’s Tangible Resources:  There are various physical resources that continue to give Toyota a competitive edge over its competitors in the automobile sector (Nag, Hambrick, and Chen, 2007). Key among them include its highly sophisticated research and development facilities, Toyota’s huge global manufacturing network that enables it to manufacture over ten million car units yearly, and its strong financial liquidity that enables it to meet its short-term obligations without any problem. 
4.2.3. [bookmark: _Toc223768360]VRIO Analysis
	Capability/resource 
	Rare
	Valuable 
	Organised 
	Imitable 
	Competitive outcome 

	Strong brand image for reliability and quality 
	Yes
	Yes 
	Yes 
	Difficult, as it requires time to build a company’s brand
	Gives Toyota a sustainable competitive advantage 

	Toyota Production System (TPS)
	YES 
	YES 
	Yes 
	Difficult 
	Gives Toyota a sustainable competitive advantage 

	Research &Development investment 
	Yes 
	Yes 
	Yes 
	Requires high cost to copy 
	Gives it temporary sustainable competitive advantage 

	Expertise in hybrid technology 
	Yes 
	Yes 
	yes 
	No 
	Gives it a sustainable competitive advantage 

	Portfolio of Battery electric vehicles 
	Yes 
	No 
	No 
	
	Comparative parity with competitors



Table 2: Toyota Company’s VRIO Analysis 
Source: Self-generated 

4.3. [bookmark: _Toc223768361]SWOT Analysis
	Strengths 
· Toyota’s TPS proprietary gives it exceptional manufacturing efficiency 
· Strong brand reputation and loyalty 
· Strong financial liquidity and R&D capabilities 
· Strong global supply chain network 
	Weaknesses 
· Over-reliance on traditional hybrid engines
· Slower transition to full EVs
· Slower in adopting autonomous driving technology compared to its competitors
· Negative publicity for vehicle recalls (Fan, Geddes, and Flory, 2013)

	Opportunities 
· Speed up expansion of battery EVs to capitalise on high demand for EVs
· Can enter developing markets like Africa to increase sales
· Toyota can invest in new technologies reduce costs
· Capitalise on the increasing government support for hydrogen in vehicles. 
	Threats 
· Intense competition in the automobile market 
· Global economic crises 
· Rapid innovation by competitors 
· Changing regulatory frameworks 
· Supply chain disruptions by geopolitical tensions
· Cybersecurity and changing customer preferences  


Table 3: Toyota Company’s SWOT analysis 
Source: Self-generated 
5. [bookmark: _Toc223768362]Strategy Formulation
· Toyota should speed up electrification transition by quickly scaling its next-generation Battery Electric Vehicles (BEVs) to gain a competitive advantage in the UK automobile sector.
· Toyota Company should position itself through a multi-pathway retail strategy to enable it offer its customers a comprehensive selection of plug-in hybrid vehicles and HEV range, as well as battery electric vehicles to guarantee accessibility and affordability of eco-friendly cars for customers. 
· Toyota should adopt software and mobility technology by including mobility as a service (MaaS) in its model. This strategy will serve two purposes; including helping Toyota to differentiate itself from other companies in the industry and providing it with another revenue source (Grant, 2020). 
6. [bookmark: _Toc223768363]Conclusion and Recommendations
The strategic analysis of Toyota Company shows that the company’s excellent operation through its Toyota production system, strong investment in R&D and financial liquidity provide it with the required capacity for transition into fully electric vehicle company. Furthermore, the analysis also shows that Toyota has established a strong brand image for reliability and quality which gives it a competitive advantage over competitors in the UK automobile sectors. However, its reliance on traditional hybrid engine model and slow transition to a fully electric vehicle company will make its competitors like Tesla to leapfrog it in the UK’s EV market, affecting its market share. This report recommends that the company should speed up its adoption of battery electric vehicles to enable it gain a large market share in the expanding UK EV market. Moreover, Toyota should consider adopting mobility as a Service to enable it to meet the increasing customers’ preference for on-demand transportation. 
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