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Abstract: 

The report represents an analysis and evaluation of Toyota Motors Corporation. Analysis shows the usage of Porter’s cost leadership and broader differentiation generic strategy. The major issues are brand recall and low-cost complications; however, recommendations suggest by implementing a sustainable and high-quality cost reduction initiative will benefit Toyota’s fundamentals. 
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The purpose of this report is to analyse and evaluate Toyota Motor Corporation’s strategic management. Located in Aichi, Japan, Toyota is a leading multinational car manufacturer. Founding’s indicated that although various approaches are used in the modern automotive industry, Toyota with over 70 years of experience created a worldwide automobile demand. Through the Toyota Production System (TPS) methods, the corporation embedded various competencies such as the lean manufacturing concept,Kaizen, Just–In–Time (JIT), and six sigma.
Through analysis, it was found that the strategic management revolved around the core belief and philosophy of TPS for Toyota. Furthermore, the analysis showed that from porter’s three generic strategies Toyota combined cost leader and broader differentiation strategy which Porter advises to use one of three strategies (Porter, 1985) as businesses tend to fail following more than one. However, Toyota’s case proved otherwise.
Through evaluation, major complications such as brand recall due to poor choices of low costing manufacturing material were identified, and soon Toyota was able to manage through cost reduction initiatives, but the recommendation suggests it is vital to present a newer concept as the following dates to 2000.
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The nature of strategic management lies in the process of formulating and implementing a plan for an organization to achieve its set goals and objectives. In other terms, strategic management lies in all businesses competing in an industry, either explicit or implicit (Porter, 2004). In modern businesses, firms continuously face strategic complications that result in underperformance, liquidation, or loss of market share (Freeman, 2010).  However, Porter’s theory shows that the power and impact of strategic management had the potential to lead to profit from its competitors, customers, and suppliers (Rasmussen, 2017). Moreover, Ansoff matrix also agrees that strategic planning can be highly influential future business growth (Ansoff, 1988). 
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Toyota’s history began when Sakichi Toyoda, father of Kiichiro Toyoda, introduced the world’s first automatic loom in the Japanese weaving industry in 1918 and soon sold it to the famous Platt brothers in 1929 (Toyota, 2023a). Kiichiro then proceeded to develop automotive technology at Toyoda leading to its first ever passenger car, Model AA, and in 1937 Toyota Motor Corporation (TMC) was born. 
Toyota Motors Corporation is a Japanese multinational automation manufacturer with headquarters in Aichi. As a competitive automotive corporation, Toyota engages in all aspects of making a vehicle from design and manufacture to sales, primarily located in Japan, the United States, and Asia. Their product range includes a wide variety of cars from passenger to commercial. Followed by their successful invention of Model AA, TMC proved to be the world’s greatest company due to its manufacturing and production system with low cost and fast development (Takeuchi et al, 2008). In 2008, the global recession negatively impacted Toyota’s sales of over 900,000 (Toyota, 2008) cars were dropped, followed in 2011, Japan suffered series of natural disasters leading to a severe drop in exports and production chain, however, in three years’ time Toyota became the top sales corporation (Toyota, 2014). 
Apart from Toyota Motor Corporation, Toyota Group provides financial services, and other businesses such as robotics, housing etc, forming the largest conglomerates in the world (Toyota, 2023b). 
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The term tactic is often similar to strategy but differs in its planning initiative. 
Thus, when a strategy is explored in the context of businesses, it focuses on the diverse and substantial illustrations of the company itself, revealing operational management, organisational behaviours, cultures and so on (Whittington et al, 2019). 
Strategy in context to businesses is often found to be long term plans and patterns of actions designed particularly for an organization, and through well-developed strategy, businesses reach their intended goal. Strategy is often defined by academics such as Henry Mintzberg, Peter Drucker, Alfred Chandler, and Michael Porter as a pattern, allocation of recourses and direction. (Whittington et al, 2019).  In businesses, developing and formulating a strategy starts with its goals, industry, and what policies are required to implement the goal (Porter, 2004). 
However, it’s also important to understand the industries consistency when implementing a strategy, whilst strategy focuses on internal and external factors such as values, weaknesses, and opportunities, it is vital to test its environmental fit, achievability, recourses and so on (Porter, 2004; Tammy and Walker, 2015).  In recent years, the pattern of one’s business processes had become complex and costly in relation to its growing competitors and its combination of modern analysis. Pretorius (2008) argues the implementation of strategies requires skilful planning, thus can lead to failure, however, Moon (2018) explains the disadvantages can overcome by implementing the ideology of Sun Tzu and Michael Porter, turning devious into straight, Corporate Social Responsibly (CSR) to Creating Shared Value (CSV), where the implementation focuses on economic consideration, uniqueness, flexibility and importantly information strategy. 
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A business’s position in industry showcases whether the business is performing above or below the industry average, (Porter, 1985) explains that sustainable competitive advantage is a fundamental basis of average profitability in the long run. Competitive Advantage
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Figure 3.1.1. Porter’s Three Generic Strategies (Porter, 1985)
As seen in figure 3.1.1. the strategies are considered general thus the application of the three has the potential to apply to different types of businesses (Aziz et al, 2021). 
However, Porter’s application of the three strategies advises to pursue one (Porter, 1985), in cases if a business fails with the application of all three strategies (Faraj et al, 2021) argued the consistency of Porter’s Generic strategy as broad and unsuitable for multinational firms (Jegers, 1994). Furthermore, Datta (2010) also argues that Porter’s presenting of cost leadership strategy as the only foundation for market share leadership, and narrow perspective of differentiation presents a limitation to the framework. 
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Of over 70 yeas, Toyota Motors had undoubtedly kept its company’s position due to well-planned strategic management and embedded cultural positioning. 
The ideology of Toyota Motors lies in the Toyota Way seen on Figure 4.1.
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Figure 4.1 Toyota way 2001. (Liker and Hoseus, 2008)
The foundation of the Toyota way is a base for all employees consisting of 2 pillars deeply rooted and concentrated in the investment of its people. Liker and Houses (2008) explain the pillar “Respect for People” focused on respect and teamwork, where the embedded culture of Japan highly influences own’s growth and shared opportunities for oneself and the team. Pillar two – “Continuous Improvement” recognizes that manufacturers are regularly dealt with challenges thus the idea can create a long-term vision. The subcategories present Kaizen and Genchi genbutsu, a belief and a principle to find the source and directly observe its condition to understand and solve the matter with innovation in the long run (Toyota, 2013). Toyota implemented a variety of strategies in both domestic and international markets through its Toyota Production System (TPS) methods, it became an efficient and effective strategy in terms of cost (Hesterly and Barney, 2010). Toyota’s distinctive competence is based on the TPS methods which bases on the lean manufacturing concept, where the processes include maximising productivity whilst minimizing waste within the manufacturing operation (Ohno, 1988). 
The TPS is also a formation of innovative beliefs such as kaizen, which also translates to continuous improvement, an easy approach to achieve a positive change often used in businesses (Harvey, 2019), Just in Time (JIT) an inventory management method that encourages employees to analyse the processes and offer any ideas for a possible improvement (Toyota, 2023c), and six sigma, a quality improvement method that counts the flaws in production and aims to systematically fix and eliminate possible defects (Brady and Allen, 2006). 
The following competencies have led to Toyota’s competitive advantage that brought up its name, to a leading position in the automotive industry (Nkomo, 2014). Moreover, Toyota’s cost saving business strength brought up a competitive advantage, by offering quality vehicles at low cost in comparison to its competitors such as Ford, Honda, Volkswagen and so on Nkomo, 2014).
 Kindström (2010) and Liker and Houses (2008) both agrees that its reduced cost and optimal recourses brough Toyota a competitive advantage, strong cultural beliefs, and respect for its people made Toyota win. Womack, Jones, and Roos (2007) and McMillan (2019) also agree that lean production or manufacturing system embraced a superior in comparison to mass, and its deliberative philosophy of Just in Time (JIT) also known as Toyota Production System (TPS) method concluded that Toyota’s Generic strategy focused around minimizing production costs by their continuous improvement ideology to attain cost leadership and the broad differentiation generic strategy with a uniqueness of product line. 
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From the following, it has been identified that Toyota uses a cost leadership strategy by projecting itself as the cheapest and fastest manufacturer to gain a competitive advantage over its competitors. Cusumano (2010) further explains that Toyota had focused intensively on reducing the costing in all departments both domestically and internationally. Based on the report, (Toyota, 2023d) with the launch of the cost reduction initiative (CCC21) in 2000, the company implemented a cross-model initiative to reduce cost in 173 components with over 30% production cost. Over the years, Toyota’s production cost allowed it to record a research budget of over $2.7 billion annually (Kim and Kubo, 2007; Buckland and Sano, 2017). 
However, the low-cost leadership strategy had been overlooked by customers as a bad quality. Nkomo's further investigation shows that due to suppliers’ high steel and plastic prices resulted in automotive manufacturers raising their manufacturing and product costs, however, Toyota’s initiative during this period showed otherwise by finding ways to differentiate from competitors. 
Although the company had replaced various of its components, (Ogden and Liker, 2011) investigation resulted that the purchase of low-quality airbags and accelerators from suppliers, risked sparks in over 191,000 vehicles across Japan and the U.S, 73,000 vehicles in the UK, and 3.4 million globally for not inflating properly or not inflating during a crash (Los Angeles Times, 2020; Davies, 2016). However, Nkoto (2014) argues that when a brand recalls product it could potentially affect brand image, and in more severe situations may lead to penalties that affect the whole marginal profit. 
Although consumers prefer low-cost vehicles, the rise of raw material was shown to at least cut profit by 20% or about $11.1 billion (Wayland, 2022), based on the following, Toyota’s philosophies of TPS and continuous improvement, JIT can bring company and effective and low-cost vehicles of sound quality.
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Porter’s differentiation strategy involves highlighting a uniqueness in one’s business from your competitors. It is crucial to analyze from the internal perspective how Toyota launches new models annually compared to its rivalries. 
Liker and Morgan (2019) explain that the successes often found in Toyota’s vehicles are quality and consistent performance and when combined with its TPS the company greatly results in various models with better quality, design, and technology. 
The broad differentiation generic strategy shows that Toyota had identified specific targets or consumers for its vehicles, such as the Camry model – a midsize passenger vehicle that targets families, as their primary brand message, the company often used headlines such as “Let's Go Places” (Toyota, 2023e) and used it as a marketing strategy to attract viable consumers.

[bookmark: _Toc129379691]4.2.1. Differentiation Strategy for different regions

Looking at Toyota’s regional broader differentiation strategies, Kunst’s (2022) statistic presents of over 15% of 18 – 29 years, 26% of 30+ drove Toyota in the U.S and used the slogan “Let’s Go Places” since 2012, showing the cross-over of Toyotas marketing and differentiation strategy dedicated for each region and cities. 
In comparison, Japan’s Toyota owners increased drastically by over 143,791 (Marklines, 2023) units in February 2023 alone. Although the usage of second-hand Toyota is a common practice (Nkomo, 2014) globally with Toyota’s used car for sale programme, Lewis (2022) argues that as global shortage remains, models such as Noah minivan had more domestic value compared to the U.S, which may be a strategic adoption to gain market share, especially as Noah’s packaging and easy access provided convenient and safety for families as its baseline demographics of ages 30 to 50 with by generating over 16 trillion yen alone in Japan than in U.S of 11 trillion yen in 2022 (Carlier, 2022a) whilst Ford Motor Company generated around $88 billion in 2021 (11 trillion yen) (Carlier 2022b) in the U.S. On the other hand, Toyota’s differentiation marketing strategy gained comprehensive success in its intended geographic locations, but Isidore (2012) explained Ford’s strategic marketing method had failed in regions of Asia and Africa and remained the same in the U.S, however, international market unfavored the similar ideology of Toyotas resulting in a drop of over 50% annual profit.   
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When relevant strategic models are applied, the process, application and outcome lie in its people. Toyota Motors Company, a Japanese multinational conglomerate shows that with over 70 years of experience, the core philosophy of one’s can direct the investment in people will lead the team to the intended goal. 
Considering its most prominent challenge - brand recall globally has affected various; however, Toyota had strongly gone through complications with its continuous improvement and respect for people ideology.

 Conclusively, based on the pieces of evidence, Toyota Motor Corporation's strategic management was looked through Porter’s three generic strategies, where it was found that Toyota combined cost leadership and differentiation generic strategy by minimizing the cost of all operations whilst also developing innovative approaches in products ensuring Toyota to gain a competitive advantage over competitors such as Ford.
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Based on the findings, it is crucial for Toyota to continue to implement its TPS strategies and undertake any concerned problems at the management level, whilst also raising the values and beliefs of the business through its Japanese ways of kaizen and Genichi genbutsu. However, it was found that as global shortage remains, the increase of raw material can negatively impact Toyota’s manufacturing processes, in some cases can lead to profit cuts. Toyota should try to implement a similar method to CCC21, that is sustainable high-quality initiative and obtain or generate margin profit in the cost structure. Overall, it was found that Toyota outperformed in the industry and supporting growth in different regions through specific planned strategies will be beneficial.
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