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This comprehensive strategic analysis of Toyota has explored the company’s positioning and strategic direction through a detailed examination utilising business models such as PESTE, SWOT, Potter’s Generic, Potter’s Five Forces, BCG Matrix, and Stakeholder Analysis. The analysis reveals Toyota’s strong adaptability to external environmental factors, a well-balanced and diversified product portfolio, and a robust global presence. From each business model, at least one important factor was discussed or critically analysed to discover approaches and strategies used by the organization.
A critical discussion regarding the advantages and disadvantages of the strategies used by the organization, to conclude with Toyota’s Strategic Capability and recommendations for areas to improve further.
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The CEO of the organization requested the head of the HR in 21st of January 2024 the following, to be completed for the 16th of March 2024.
The purpose of the report is to outline the historical development of the organisation maintaining the focus on the strategic development within the last five years.
A critical analysis regarding the vision/mission statement will be conducted for a clear vision of the suitability of the statements.
A strategic analysis will be conducted using five relevant business models to evaluate where the organisation is now, what strategies is using, its driving forces and if any influences change the trajectory of Toyota from its deliberate strategy.
Research whether the organisation has strategic capability. If there is, it will be analysed to determine whether the is a long-term plan, the direction is following and if it has been constructed based on the market conditions or has a stakeholder influence.
This will conclude by highlighting successful areas of the organisation’s strategy with recommendations for the areas that require improvement and to determine if there are actions towards a strategic drift between its direction and the required environmental needs.
To compile this piece of information sources such as websites, journal articles, and textbooks were used.



[bookmark: _Toc161262100] 2.0 Findings

[bookmark: _Toc161262101] 2.1 Introduction to Organization.

The narrative of Toyota's evolution from its slow start to its status as a global automotive leader reflects a fascinating journey of innovation, adaptation, and commitment to societal values. The story begins in 1929 when Sakichi Toyoda's Toyoda Automatic Loom Works, recognising the potential in the expanding automotive industry, allowed his son, Kiichiro Toyoda, to establish an automobile division. This pivotal decision led to the release of the first production model, the AA, in 1936, marking Toyota's official entry into the automobile manufacturing arena (Clifford, 2015).
By 1937, the need for a distinct corporate identity culminated in the formation of Toyota Motor Corporation. This move was not merely a change of name; it signified the ambition of Kiichiro Toyoda, who inherited a legacy of innovation from his father. Sakichi Toyoda was renowned for producing Japan's first self-powered weaving looms, achieving international success in the textile industry (Toyota, 2015).
Toyota's journey through the mid-20th century is a testament to its resilience and adaptability. During World War II, the company focused exclusively on truck production, pausing its passenger car operations. However, by the 1950s, Toyota had resumed full-scale operations, embarking on a period of rapid expansion throughout the '60s and '70s. This era was marked by the commencement of exportation and strategic acquisitions, which significantly bolstered Toyota's reputation on the global stage.
A landmark partnership with General Motors Corporation in 1983, followed by the introduction of innovations such as the luxury brand Lexus and the Prius, the first mass-produced hybrid vehicle, catalysed significant growth for Toyota in the 21st century. These milestones prove Toyota's commitment to innovation, a principle that has remained at the heart of its business philosophy (Alonso, 2023).
The turn of the millennium saw Toyota articulating a vision and mission that underscored its commitment to quality, affordability, reliability, and environmental awareness. By 2011, Toyota's mission was sharply focused on minimising environmental impact and enriching lives worldwide through sustainable mobility solutions (Toyota Blog, 2011). This vision was further refined in 2020 with the introduction of the "Happiness for all" (Toyota, 2020) mission statement, reflecting a deeper commitment to societal well-being and environmental responsibility.
However, critics like Greenspan argue that “Having additional details can make the mission more effective in guiding strategic planning and decisions for the automaker’s business development” (Greenspan, 2023). Toyota’s mission is too broad without specific information or the nature of business, products, or technology. It looks just like any other organisation’s statement that will do anything to keep customers happy. 

In response to these challenges, Toyota aims to make a deeper impact on Sustainable development goals, they reinforce the commitment to sustainability as a permanent practice. Due to a great focus on diversity, inclusion, employment equity and sustainable innovation, they renewed their commitment to society from “putting customers first” to “putting people first” (Automotive World, 2020). Emphasising diversity, inclusion, and equity, the company has pledged to increase female representation in management roles to 25% by 2025 and to advance sustainable employment practices. These initiatives are part of a broader commitment to putting people first, reflecting a shift from a customer-centric to a more holistic, society-oriented perspective.
Central to Toyota's future strategy is its focus on sustainable innovation, particularly in the development of electric vehicles and technologies aimed at reducing reliance on fossil fuels. The company's ambitious goals include achieving zero traffic fatalities and constructing the Woven City, a project that epitomises Toyota's vision for a sustainable, technologically advanced future (Toyota, 2020).
Toyota's journey from a small automobile division to a global leader in the automotive industry is a narrative of innovation, resilience, and commitment to societal values. As the company continues to deal with the challenges and opportunities of the 21st century, its story remains a beacon for others in the industry, illustrating the potential to drive positive change through strategic vision, innovation, and a deep commitment to the well-being of people and the planet.
In the evolving global automotive industry, Toyota has strategically positioned itself to enhance competitiveness and sustain growth by creating three strategic business units. These units, each led by a vice president, are designed to foster closer relationships with markets, customers, and partners, thereby empowering sales and ensuring sustainable growth. Despite this decentralisation aimed at better market alignment, the core strategic decisions continue to be made at Toyota's headquarters in Japan, underscoring the balance between local autonomy and centralized control (ETAuto, 2020).
Financial performance indicators offer a view of Toyota's position in the global market. According to Macrotrends (2023), Toyota experienced a notable financial upturn in 2022, with an annual net income increase of 19.25% to $25.584 billion. However, the subsequent year witnessed a downturn, with net income declining by 27.89% to $18.448 billion. This financial trajectory highlights the challenges and volatility inherent in the automotive sector.
Market performance across different regions paints a complex picture of Toyota's global standing. In the United States, Toyota saw a 7% increase in sales, albeit accompanied by a slight reduction in market share by 1.3% (Cox Automotive, 2023).
In the United Kingdom, Toyota achieved a record-breaking market share of 6.47% in 2023, indicating a robust performance in this market (Toyota UK, 2024). Despite these regional variances, Toyota's global market presence remains formidable, with the company being named the leader of the global automotive industry, holding an 11.5% market share (Cahalan and Vorrasi, 2024).
An insight into Toyota's shareholder structure reveals the investment community's confidence in the company. Notable shareholders include Fisher Asset Management, LLC, with 6,213,105 shares, and Morgan Stanley, holding 1,676,307 shares, among others. The presence of major financial institutions such as CIBC Private Wealth Group, LLC, Goldman Sachs Group Inc., Blackrock, and Bank of America within the top 10 shareholders underscores the broad-based institutional support Toyota enjoys (Yahoo Finance, 2024).
Toyota is considered a role model for using CSR and ESG performance in addressing stakeholders' interests. The organization addresses these interests by emphasizing global business strength with competitiveness and growth strategies. “These stakeholders influence the company’s brand image, human resource capabilities, and financial soundness” (Rowland, 2024).
The strategic decisions to create SBUs, coupled with Toyota's financial performance and market presence, reflect a multifaceted approach to navigating the complexities of the global automotive market. Toyota's ability to balance strategic agility with financial stability, regional market successes with global challenges, and institutional investor confidence with operational decisions, encapsulates its strength and resilience in the face of industry shifts and uncertainties. As Toyota continues to adapt and innovate, its commitment to sustainability, market responsiveness, and global leadership remains clear.
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A SWOT analysis was conducted (see Fig 1 in the appendices) to determine the key factors that make Toyota a leader in the automotive industry. Two important ones were chosen to address in this analysis to determine Toyota’s success. The key factors that come from the organization’s many strengths are the financial power and the Innovation.
Financial power can help develop strong business strategies without losing focus on any important aspect of the business. Therefore, Toyota functions under ten Strategic Decision areas:
The organization's approach to the design of goods and services highlights its commitment to innovation and technology, ensuring that its products come equipped with advanced features. This commitment extends beyond the initial sale, with an emphasis on employing qualified personnel to uphold the high standards of after-sales services.
Quality management is a cornerstone of Toyota's operational philosophy. The organization is dedicated to the continuous improvement of its processes, understanding that quality is not just an objective but a foundational element of its value proposition.
In terms of process and capacity design, Toyota has embraced Lean manufacturing principles. This approach focuses on minimizing waste and maximizing productivity, reflecting the company's commitment to efficiency and care for the environment. By streamlining manufacturing processes, Toyota not only enhances its operational efficiency but also reinforces its commitment to sustainable practices.
The organization employs a nuanced location strategy, which is segmented into global, regional, and local tiers. This stratification allows for a tailored approach, with regional offices and production plants strategically positioned to optimize operations and market penetration. Such a strategy enables Toyota to maintain a strong global presence while also meeting the specific needs of local markets.
Layout design and strategy at Toyota's production plants are also informed by Lean manufacturing principles. The aim is to enhance efficiency and optimize workflow, ensuring that the physical arrangement of resources aligns with the company's operational goals. 
Job design and human resources practices at Toyota foster a deep respect for individuals. This respect is a core component of the organisational culture and is reflected in HR policies. Recognizing the diverse needs of different divisions and the unique characteristics of various roles, Toyota invests in comprehensive training programs. This not only enhances employee capabilities but also reinforces the company's commitment to its workforce.
Supply chain management is another area where Toyota uses technology to maintain the effectiveness of its Lean manufacturing approach. Automated systems facilitate real-time communication with the supply chain, enhancing responsiveness and efficiency. This technological integration ensures a flow of materials and information across the supply chain.
Inventory management at Toyota is designed to reduce costs by minimizing inventory size. Automated communication processes with suppliers ensure timely order placement and delivery, aligning inventory levels closely with production needs.
Scheduling is critical to maintaining operational efficiency and is managed by the HR department and resource scheduling systems. The primary goal here is to minimize costs while ensuring optimal productivity and employee satisfaction.
Maintenance of productivity levels is supported by a global HR network. This ensures that all operational aspects, from machine maintenance to workforce management, are optimized (Lombardo, 2023).
To summarize, great financial capability, allows the organization to create strong strategies with attention to details from acquisition to production and after care while maintaining the focus on people and environment. Financial stability and comprehensive strategy also enable great innovation potential.
 “Technology to pioneer the future, centring on innovative battery EV technology and establishing a hydrogen business” (Toyota, 2023). The company announces new technologies set to change the future of cars, freedom of mobility and diverse energy options are the new focus.
A Car based on three axes to pursue safety and security.
Next generation batteries, EV strategy. With the aid of sonic technology and new-generation batteries, the organization aims to increase the cruising range to 1000 km. BEVs are to be launched in 2026 and the organization aims to become a world leader in BEV energy consumption. Also, with the new generation of batteries, Toyota is aiming to reduce costs by 40 per cent, increase range by 20 per cent and charging time will be 30 minutes or less.
AI will be used to produce more aerodynamic designs.
Hydrogen business strategy. In July 2023 Toyota established a new hydrogen factory due to the rapid changes in the market to reduce CO2 emissions and help create a “hydrogen society”.
Plants also will be improved with the aid of digital technology such as self-propelled lines or self-driving assembly lines.
Arene OS, automatic map generation, and smart parking are just a few examples of Toyota’s determination and innovative power (Toyota UK, 2023)
One-touch wheelchair fastening devices or JUU- the electric wheelchair that can drive uneven roads or climb up to 160mm steps are other great examples of Toyota’s involvement and desire to make a significant change (Toyota, 2023).
Toyota is one of the world’s leading automobile manufacturers and its success cannot be attributed to a single positioning school. Instead, the company’s ability to balance internal capabilities with external demands, continuous learning and a strong culture allowed the organization to maintain its position. However, predominantly it follows the entrepreneurial school due to it being visionary and for the continuous innovations such as The Woven City, BEVs and many more.
The organisation also incorporates strategies from the Design School due to continuous improvement (Kaizen) and its strategic decision-making processes with a thorough analysis of market needs and new opportunities.
Toyota Production System (TPS), commitment to lean manufacturing, optimization, and programming suggest that the organization uses a Deliberate Strategy. However, according to Jeve “ The purely emergent strategy is as rare as the purely deliberate”. (Jeve, 2015, p.115).
 “The main role of strategy is to chart the course of an organization in order for it to sail cohesively through its environment” (Mintzberg, Ahlstrand and Lampel, 2009, p.16). However, Khalifa argues that “Strategy can either be a long-term plan or a short-term ploy but cannot be both at the same time” (Khalifa, 2023). Therefore, we can conclude that following a certain positioning school or strategy may not be sustainable on a long-term basis and a balanced position considering a mixture of approaches would be beneficial.
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 PESTLE analysis (See Fig 2 in the appendices) has identified numerous factors that might influence the organization but in this piece of work, only the Price of Fuel will be discussed.
According to FleetNews, when fuel prices rise, a decrease in sales can be observed for less efficient cars or large-engine cars. Moreover, within the last few years, people have sought to cut costs and the migration to other alternatives such as hybrid or electric cars has increased (Donaldson, 2019). 
Oil price and fuel price fluctuations among the environmental demands inevitably force organizations to be innovative, competitive, and resilient. This kind of force impacts all organizations but Toyota continuously shows adaptability by creating mergers, or strategic partnerships. “Daimler Truck's Mitsubishi Fuso and Toyota's Hino Motors are merging to develop alternative power technologies, such as hydrogen fuel and autonomous trucking, according to a memorandum signed by leaders of both companies” (Fisher, 2023).
As discussed above, Toyota seemed to adopt a deliberate strategy predominantly but it is obvious that as new impacting forces appear, the organization is naturally forced to a strategy shift creating a correct balance between deliberate and emergent.
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Competitive Rivalry (Fig 3)

The global automotive industry produces and delivers each year, around 70 million units and it plays an immense role for the economy. Moreover, enhancing competitivity within the industry is has a tremendous importance for both, developed and emerging economies (Khan, 2019).
The automotive industry is highly competitive, Toyota must deal with strong competition regardless of markets or geographic position. There are several factors that might influence growth, sustainability, or stability such as quality, price, reliability, fuel consumption or customer care. Toyota, using its strategic capabilities, manages to turn disadvantages into advantages at times, keeping them among the strongest competitors. In 2012, Toyota signed a strategic collaboration with BMW in technological fields. The two organizations partnered to jointly research development on lightweight technology, electrification of power trains and other significant components (Nkomo, 2019).
In addition to strategic partnerships, Toyota uses a cost-reduction strategy or long-term collaboration with suppliers to succeed among rivals such as Tesla, BMW, Volkswagen, Nissan, Ford, and others. Managing relationships with customers is of great importance for Toyota. For this, Toyota relies on the 3T approach, Total employee do, Total customer satisfaction and Total customer experience. The emphasis is on the employees' dedication to making customers feel happy with their purchases and with the experience throughout the entire process (Li, 2018).

[bookmark: _Toc161262105]2.5 Potter’s Generic Model

Cost Leadership (Fig.4)
By maintaining lower production costs, Toyota can offer competitive pricing on its vehicles, appealing to a broad segment of the market. Toyota’s operation methods, focused on quality at a lower cost, helped the organization outperform its competitors (Singh, 2022). Furthermore, the cost leadership strategy provides a buffer during economic instability offering financial resilience when price is a relevant factor for consumers. Even with competitive pricing, and low production costs, Toyota can maintain a healthy profit margin (Mudalige, 2024).
The downside to the Cost leadership approach is that as market dynamics shift, with the rise of demand for electric vehicles, Toyota must continue to adapt its strategy without compromising on innovation or entering a price war that could affect its price margins (Nicola and Lew, 2024). Overall Toyota has managed so far to maintain a balance between cost reduction and the commitment to quality and innovation, remaining competitive in a continuously evolving industry.
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The environmental conditions naturally pushed some products to becoming Dogs. Decline of markets and fuel prices, led the organisation to shifting its perspective towards green technology. This means, harvesting stable revenue sources(cash cows), investing in stars especially in hybrid and EV technologies and invest in question marks such as hydrogen fuel cell technology.
Toyota had a slower start in comparison to its competitors but it started manufacturing new generation EVs to fight competition and it will start to deliver in 2026. However, with the help of the new dedicated EV lines and digitalization, the company hopes to reduce equipment costs by 25 per cent and double its production to catch up with competitors (Greimel, 2023).
In addition to the increased demand for EVs, Governments offer incentives to boost the transition to BEVs. South Korea for example, announced a New Green Deal aiming to electrify its transport sector. Toyota with its investment in research especially in new-generation batteries and other components but also due to its diversified portfolio, continues the path for shifting to BEVs, unlike other competitors with predominantly legacy portfolios (Narassimhan et al., 2023).
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Toyota takes into consideration responsibly all its stakeholders and despite all having different levels of influence, the Environment seems to have a great influence on the organization's strategy. Through its focus on investment in green technology, and global environmental initiatives to reduce carbon footprint, the organisation includes CSR and emphasis on sustainability in its strategy.
Toyota has a strong Brand and a leader’s reputation to maintain therefore the organisation is committed to reducing environmental impacts starting with the communities in which it operates (Maindoka, S. A., Sendow, G.M., and Lumanauw, B., 2024). 
Given today’s environmental challenges, Toyota has committed to tackle the climate change by setting out the 2050 Environmental Challenge. The organization aims to reduce carbon emissions by 90 per cent by producing more EVs and through collaborations with government bodies to facilitate the infrastructure. The lifecycle of zero emissions will include sourcing of raw materials, production and recycling processes will adopt a sustainable approach. Plant-zero CO2 emissions imply using alternative power sources in the production processes. Water filtering, waste reduction and panting trees are other actions highlighted in the commitment to establishing a Future Society in Harmony with Nature (O Callaghan, 2018).
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The organisation has adopted, a mixture of corporate level strategy, which concerns the entire organisation’s scope and direction in innovation and diversification or decisions to penetrate new markets having a corporate governance. Business level strategy include competitive positioning, product differentiation, TPS  or Lean Manufacturing principles (Ondeng, T. O., 2022).
Toyota’s strategy is heavily influenced by its strong corporate culture centred around the Toyota Way principles of continuous improvement philosophy (Kaizen). As a result, the organization has created a strong competitive advantage and quality, efficiency and innovation are embedded in its culture we can conclude that the Culture positioning school has the greatest influence (TMS, 2023).
Once again Toyota demonstrates a balance when it comes to strategic drivers incorporating outward-facing strategies by adapting to market conditions and trends while leveraging its strengths to sustain a competitive advantage and be successful in a rapidly evolving automotive industry. While outward-facing seems to be predominant, it does use inward-facing strategies too but, global strategy seems to be also present (Setyono, 2023). 
Having to face environmental challenges, Toyota uses a dynamic approach, to continuously adapt to regulatory challenges, consumer preferences and technology by innovating and making market adjustments to manufacturing tailored vehicles based on local demands. As expected, complex strategies are also present as they must remain in the traditional business model and be competitive. For this reason, the organization created strategic alliances, opened to new business ideas, and is involved in innovative projects within the organization and across the supply chain (McMillan, 2018).
Considering investments in research and development, strategic partnerships and its commitment to sustainability, diversification of products and global expansion, Toyota, follows a growth path. It takes a wide whole organisation strategy change, to ensure its adaptability and resilience for long-term success (Thompson, 2023).
Influenced by the market conditions as discussed above and by stakeholders (employees, communities, investors, CSR),  the organization demonstrates fantastic strategic capabilities through Operational Excellence(TPS), Innovation and Global Reach and Adaptation. This long-term plan anticipates shifts and ensures relevance, competitiveness, and leadership in the industry (Gharib, 2022).
[bookmark: _Toc161262109] 3.0 Critical discussion

Analysing Toyota’s current strategy, reveals a complex approach of innovation, global expansion, and commitment to sustainability. So far, this strategy positioned Toyota as a leader in the industry, but like any strategic approach it had advantages and disadvantages.
Innovation leadership was secured when Toyota became aware of the demand for more efficient vehicles, when legislation around clean energy started to change and regulations were demanding lower emission levels. Toyota decided to respond to these challenges by focusing attention on lower-emission vehicles and launching the Prius in 1997 (Tomlins et al, 2012). 
However, even though Toyota pioneered Hybrid vehicles, critics say that it struggles to shift to electric vehicles. In the need to demonstrate its leadership under the pressure of market demands, the organization has a slow start to respond, risking losing investor’s confidence. In Europe for example, Toyota’s best-sellers are hybrids and by 2035 the company would have to shift to selling zero-emission vehicles (Campbell, 2022).

Global market presence in North America, Europe, and Asia and emerging markets, capitalized on growth opportunities. For instance, Toyota increased its market share despite the industry-wide supply-chain problems. Lexus sales increased in Africa by 22 per cent, in The Middle East by 17 per cent, America by 9 per cent and Europe by 7 per cent. The first half of FY2024 shows a record of 5.6M sales and a 10 per cent global production increase (Attarwala, 2023).
While Global market presence secures growth it comes with disadvantages too. According to Routers, Daihatsu drew criticism due to a faulty airbag sensor having to recall 1.12M vehicles worldwide (Bridge,2023). Another reputation-damaging recall of 1M vehicles of Toyota and Lexus US models produced between 2020 and 2024 with faulty front passenger seat sensors makes it the third major recall (The Guardian, 2023).
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Motor 1 reveals European record-breaking success for Toyota in 2023. From 1,17M units sold, the winner is Yaris Cross, 195,569 units, followed by the Corolla family and C-HR (Padeanu, 2024). Yaris Cross gained its popularity by differentiating itself from competitors. A four-wheel drive small SUV with an electric rear axle and Toyota’s hybrid system. It seems to be comfortable with, plenty leg room, economical and suitable for a mixture various needs (Sigal, 2021).
In conclusion, Toyota’s leadership in innovation, global presence and operational efficiency sustain its success in the automotive industry. However, evolving market dynamics particularly the rapid shift towards electric vehicles necessitate a great strategic recalibration. For instance, the organization must accelerate its electric vehicle and battery development while maintaining a healthy balance between long-term sustainability investments and profitability. 
Recommendations

The organization could consider intensifying research and development in electric battery technology and infrastructure partnerships to catch up and lead in the electric vehicle industry.
Develop more flexible and diversified supply chains to predict and mitigate potential disruptions.
While Ensuring compliance with environmental regulations, investing in green technologies and business models that align with global sustainability trends, can generate long-term profits.
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Fig 1 SWOT
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Fig 2 PESTLE
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Fig 3 Potter’s  Five Forces analysis 
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Fig 4  Potter’s Generic model
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Fig 5 BCG
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Fig 6 Stakeholder Analysis
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