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[bookmark: _Toc236135133] Executive Summary
Toyota Motor Corporation team oversees ten of the leading car makers in the world. The report develops a strategy formulation plan for Toyota Motor Corporation as the global automotive industry continues to undergo rapid transformation.  Toyota is one of the biggest car manufacturers in the world. The company possesses several competitive assets that include brand, manufacturing, global distribution, hybrid technology and Toyota Production System. The conditions of competition are changing due to electrification, software defined vehicles, artificial intelligence, environmental regulation, supply-chain disruption and ever more capable Chinese electric-vehicle manufacturers.
A strategic management report on Toyota is in the following words.  According to PESTEL and Porter’s Five Forces, regulatory, technological and competitive threats and opportunities are significant, primarily due to the fast transition to BEVs. The internal analysis conducted using SWOT, VRIO, the value chain and BCG principles, concludes that Toyota does have valuable resources but has serious weaknesses in its relative position in pure BEVs and automotive software.
The report advised for an Integrated Electric Mobility and Digital Ecosystem Strategy. The leading company’s EV Strategy mentions that a multi-pathway approach should be maintained, and further acceleration should take place on scalable BEV platforms and software-defined vehicles, localisation of batteries and A.I, circular battery system and partnerships in the industry and on the ground.  This will allow Toyota to leverage its existing competencies while enhancing its competitive position in the increasingly electric and digitally connected automotive marketplace.

[bookmark: _Toc236135134]Introduction to the Strategy
Strategic management is the way by which organisations examine their environments, set long-term objectives, make strategic choices and allocate resources to achieve a sustainable competitive advantage. Strategic management is especially relevant when industries undergo technological disruption, regulatory change, and shifts in customer expectations since past sources of competitive advantage may not ensure success in the future (Johnson et al., 2023). The efficient strategy aligns an organization’s assets and proficiencies with chances and risks arising in its peripheral setting.
The automotive industry shows the necessity of this process. Electricity, AI, self-driving technology, connected cars and ever-growing environmental demands are changing the competition. Sales of electric cars reached 20 million globally in 2025 when approximately one-quarter of new cars sold were electric. As such, electrification has become structural rather than marginal for the industry (IEA, 2026).
The objective of this report is to form an appropriate future strategy for Toyota. It first assesses the background, strategic intent and present performance of Toyota. This is followed by a PESTEL and Porter’s Five Forces analysis to assess external conditions, and a SWOT, VRIO, BCG and value-chain analysis to assess internal conditions. Finally, strategic options are evaluated and integrated strategy is proposed
[bookmark: _Toc236135135] Overview and background of Toyota

Toyota Motor Corporation, a Japanese carmaker, has its headquarters in Toyota City, Aichi Prefecture, Japan. The company designs, manufactures, assembles, and sells a wide range of automobiles, including passenger cars, trucks, and buses. As per their overview, 2023, Toyota Motor Corporation also offers financial services.
Founded in 1937, Toyota has grown to a serious global automotive and mobility organization manufacturer, researcher, distributor, and financial-service provider, covering all major automotive markets of the world. The company manufactures passenger cars, SUV, commercial vehicles and premium vehicles which are sold globally under the Lexus nameplate. Other service rendered include financial services and technology for mobile devices.
With the establishment of TPS (Toyota Production System), the company has enhanced the simplicity of just-in-time manufacturing and automation principles to world-class levels. Several automobile and financial brands are housed under the Toyota umbrella including Hino, Lexus, Daihatsu and Scion.
The firm runs many powertrain technologies such as Internal Combustion Engines, Hybrid Electric Vehicles, Plug-in Hybrids, Battery Electric Vehicles and Fuel-Cell Electric Vehicles. The company's assertion is based on a “multi-pathway” approach.

[bookmark: _Toc236135136] Strategic Intent: Vision, Mission and Objectives
The purpose of Toyota is no longer to just sell cars. We want to offer mobility solutions that benefit society. According to the Toyota Motor Corporation (2026), it has defined its mission to manufacture safe-quality products and services that bring happiness by way of “mobility for all” and at the same time help make the world a safer, greener and more inclusive place. In our opinion, these statements signify Toyota’s intention to be a mobility company rather than merely an automobile company.
The present-day targets of Toyota are closely linked to electrification, carbon neutrality, technological innovation and manufacturing transformation. The firm adopts a multi-pathway strategy to reduce carbon emissions by applying different technologies and not just BEVs. Even so, Toyota is doubling-down on BEV plans and has already announced plans for next-gen electric vehicles that will offer much greater efficiency and driving range (Toyota Motor Corporation, 2023).
Efforts are being made on next-gen battery. Toyota and Idemitsu have partnered to commercialise all-solid-state batteries (ASSBs). The commercialisation is scheduled between 2027 and 2028 (Toyota Motor Corporation, 3012-2023). These objectives suggest that Toyota wants to bring together it tried-and-true manufacturing prowess with the electrification, digitalisation and environmental sustainability.
[bookmark: _Toc236135137] Toyota’s Current Performance

Toyota possesses sound finances and competitive advantages. Toyota's recent performance appears strong but showing some early cracks. The operating margin of Toyota was 11.9% in FY2024 and 10.0% in FY2025.  It was 7.4% in FY2026. According to Toyota Motor Corporation, return on equity was 15.8% in FY2024 followed by 13.6% in FY2025 and 10.1% in FY2026. The finding indicates a company that has been profiting but also underline that changing market fundamentals and large-scale investments related to technology transition can also generate performance pressure. Toyota's global span and product diversity continue to benefit the company immensely. Having a strong position in hybrid vehicles designs is very valuable as consumer take-up of BEVs varies widely across geographies. The rival conditions, however, are changing rapidly. According to IEA (2026), electric cars sales lifted by over 20% in 2025 to some 21 million units, while in China, EVs represented over half of new-car sales. This presents a dilemma for Toyota because its earlier advantage in electrification is concentrated not in BEVs but hybrid technology. Hence the need to assess performance beyond short-term profitability. Toyota must protect its cashflow from internal combustion as well as hybrid vehicles even as it simultaneously invests in batteries, BEVs software and new production capabilities.


[bookmark: _Toc236135138] Strategy Analysis: Toyota’s Competitive Environment
 External Environmental Audit: PESTEL and Porter’s Five Forces
According to a PESTEL analysis, political and legal factors have become key driving forces in automotive strategy. Governments are adopting tougher emissions standards and encouraging the use of low-carbon transportation methods. Obey the health and safety regulations dictated by law. Most manufacturers have been subject to increasingly stringent fleet-emission requirements through regulations. (European Commission, 2025) Therefore, there are strong incentives to increase the sale of zero-emission and low-emission vehicles. Toyota needs flexibility for rapid zero-emissions product development in regulated markets. 
The fluctuating inflation, energy prices, interest rates, battery-material prices, foreign exchange shifts and uncertain consumer purchasing power factors make any economic assessment difficult. The affordability of electric vehicles is crucial as high costs can hinder adoption. In addition, automotive production and sourcing decisions are being reshaped by international trade policy and tariffs, which is increasing the regional production and supply-chain localisation (IEA, 2025).
A growing environmental consciousness is a social factor with which businesses have to contend along with customers’ expectations of convenience, safety, connectivity and personalisation. Vehicles today compete with one another not as mechanical products, but as digital experiences.
Technological components may be the most disruptive changes. The automotive functionalities are being improved by BEVs, solid-state batteries, autonomous driving systems, AI and others. Toyota is now competing not just with traditional automakers but also tech firms.
Due to environmental pressures, vehicle emissions and the environmental impact of battery manufacture must both be reduced. One important challenge identified by (Gebhardt et al.,2022) is sustainability and transparency along lithium-ion battery supply chains.  Reusing, repurposing and recycling batteries can mitigate environmental impacts and reliance on virgin critical materials, according to Rönkkö et al. (2024) and (Kumar, Huyn and VennelaKanti, 2023).
Porter’s Five Forces show a fierce rivalry. Establish producers along with highly active, and growing EV-dedicated competitors show strong competitive rivalry. Thanks to competitive pricing and robust domestic demand for EVs, Chinese makers are making it. Tesla is altering consumer expectations for BEVs and software.
Moderate threat is posed by new entrants. The manufacture of automotive require huge capital, safety regulation, supply-chain capacity, brand trust, etc; going with EV architectures and technology collaborations have eased challenge by new companies to incumbents. The bargaining power of supplier is medium to high with respect to semiconductor and battery cell. In addition, they include mineral resources that are scarce on earth. Research indicates that proactively pursuing automotive supply-chain resilience could significantly lessen operational and performance risks. Purchasers can assess products and pricing that are progressively similar and showcase comparable digital capabilities. The threat of substitutes for taxi services is moderate. Public transport, ridesharing and carsharing are quite popular. Recently, all-inclusive schemes of mobility-as-a-service are also gaining a following.
[bookmark: _Toc236135139] Internal Environmental Audit: SWOT, VRIO, BCG and Value Chain
Toyota is characterized by worldwide fame, manufacturing expertise, economies of scale, strong distributions, hybrid strengths, financial capabilities, and the Toyota production system (TPS). Some of its key weaknesses are its relatively conservative historical BEV expansion and transition from hardware-focused vehicle development to software-centric platforms. Opportunities comprise global EV growth, solid-state batteries, AI, connected services, circular battery systems and emerging-market mobility. Threats include competition from Chinese electric vehicles, regulation, geopolitical disruption, security threats, and obsolescence
Toyota’s production expertise, continuous improvement ethos and globally embedded manufacturing capabilities are valuable and organisation can exploit them. Moreover, imitation is made improbable through the internalized routines and organizational memory they have built up. But if they do not adapt these for software and electric architectures, the competitive advantage will begin to erode. Thus, dynamic capabilities are needed because the valuable resources need to change with the competitive environment changes (Johnson et al 2023).
According to BCG, Toyota’s established hybrid portfolio is a cash machine in developed markets, while BEVs and software-defined mobility are high-growth businesses requiring high investments to scale up production.  In the long term, conventional ICE products may not see robust growth on account of their heavily regulated marketplaces. Stakeholders ought to gradually shift to investing in BEVs, batteries and software without prematurely shutting down the profitable hybrid business.

Toyota's value chain provides an important insulating advantage. The relationships it has with it suppliers, lean production and quality management, logistics and global distribution all provide effective value creation throughout the activities of inbound logistics, operations and outbound distribution.  Nevertheless, the supplier power and value creation in the EV supply chain needs to be changed (Knez et al., 2024). This means that Toyota needs to apply TPS principles to new activities such as batteries, semiconductors, software, and data. According to the analysis, Toyota possesses great existing capabilities but how valuable they will be depended on technological reconfiguration.
[bookmark: _Toc236135140] Strategy Formulation: Proposed Strategic Choice
Toyota must formulate an Integrated Electric Mobility and Digital Ecosystem Strategy. Toyota should not abandon its multi-pathway philosophy but rather use hybrids as transitional cash-generators while substantially accelerating its BEV, battery and software capabilities.
To begin with, the main aim of Toyota should be to develop a highly modular global BEV architecture capable of supporting multiple vehicle segments with the option of regional adaptation. The manufacturing process must be flexible enough to respond to disparate BEV adoption without creating too great a risk of excessive fixed capacity. In the second place, battery resilience ought to become a strategic priority with diversified sourcing regional production recycling and partnerships. The existing solid-state collaboration with Idemitsu shows how partnerships lower technology risk and speed up commercialisation (Toyota Motor Corporation, 2023).
Third, software and AI should be the primary source of customer value creation. Connected vehicles need to facilitate OTA upgrades, predictive maintenance, personalized services, and fleet optimization, thereby creating recurring revenue after the car sale. Consequently, they propose for the establishment of closed-loop battery ecosystems for battery tracking, second-lifting and recycling. Research has indicated that circular battery systems can improve sustainability and enable recovery of strategically important materials (Kumar, Huyn and Vennelakanti, 2023; Rönkkö et al., 2024).
This is an integrated strategy would combine Toyota’s manufacturing expertise with advanced technologies needed to compete in future mobility. 
[bookmark: _Toc236135141]Conclusion and Recommendations
Toyota's Brand, Global Scale, Hybrid Leadership, Manufacturing Capability, Supply Base, and Financial Resources make it a company with huge competitive strengths. Yet, the automotive industry is undergoing a change towards electrical systems, and in particular systems in cars, digitalisation, AI connectivity and eco-friendly production. The rapid speed of worldwide electric vehicle development makes it impossible for Toyota to rely on competitive advantages that placed it in the past industrial system. It is suggested for Toyota to pursue the use of Integrated Electric Mobility and Digital Ecosystem Strategy with enough powertrain flexibility to accommodate differing adoption rates across markets. Investment strategies should target scalable BEV platforms and solid-state and lower-cost batteries, as well as software-defined vehicle architectures. Toyota needs to strengthen its strategic partnership to share the costs of technology development as well as gain specialist expertise. Toyota’s competitive strategy must embed circular battery management rather than treat it as a corporate sustainability activity. According to me, Recycling, second-life applications and material recovery could contribute to sustainability and supply-chain resilience. Ultimately, Toyota must apply the philosophy behind the Toyota Production System to the new competitive environment: continuous improvement must go beyond manufacturing efficiency into batteries, software, data and digital customer relationships. The foundation for sustaining sustainable competitive advantage is stronger with Toyota as the combination exists of established organisational capabilities and accelerated technological transformation though.
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