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1. Assumption and Objectives
In this assignment, I am going to play a role of one of the managing directors of Toyota Motor Corporation (hereinafter ‘Toyota’), a global car manufacturer whose headquarter is located in Aichi, around 400km from central Tokyo area.

I will use tool Porter’s 5 Forces as a tool to examine the current car industry market conditions where Toyota is competing as one of the leading companies, from the viewpoint of microeconomic level.

After the Porter’s 5 Forces analysis above, more details will be analysed regarding the possibilities Toyota may choose to secure or even to strengthen its market position and, at the same time, to tackle with new comers into the market by using SWOT analysis.

Then, I would like to sum up my comment referring the figures from the public statistics, the IMF World Economic Outlook report, to review the considerations with one of the notable real world numbers.


2. Summary of Corporate Profile
Toyota was founded by Kiichiro Toyoda in 1937. Takahashi (2014) explains why the company name has been ‘Toyota’ rather than ‘Toyoda’ from the founder’s name. In Japanese letters ‘Toyoda’ can be pronounced also ‘Toyota’ and, according to one fortune-telling, the name ‘Toyota’ seemed to be better from the viewpoint of happy or lucky kind of senses. Another reason was that he thought ‘Toyota’ would sound better and be easy to pronounce. Actually, in the early stage, the company name was ‘Toyoda’ but changed to ‘Toyota’ based on the above reasons. 



The Toyota’s recent fact and figures are as follows (Toyota Motor Corporation, 2019):
	Production Output (FY2019)
	10,634,905 Units

	Revenue (FY2019)
	272 billion USD

	Number of Employees (FY2019)
	370,870

	Subsidiaries
	606

	Divisions
	Toyota, Lexus, Ranz, Scion, TRD, Gazoo Racing, Daihatsu


Toyota has factories in 28 nations and distribution network in 170 nations or territories.

Its other notable invention is Toyota Production System, such as Kaizen, Kanban and Just In Time methods. MIT researchers developed Lean based on the Toyota Production System. Those have shown that Toyota’s impacts also on business studies area.

Toyota is quite successful as a conglomerate operating not only car manufacturer but also finance, real estate, telecommunication, education, energy, logistics, professional sports, charity, community services and so on. Its current key interests, of course, include electronic vehicle and automated driving.


3. Porter’s 5 Forces Analysis
In this section, I am going to examine the competitive environment of the industry where Toyota is playing and review how the current Toyota’s position is like in a local and international market, to show what Toyota should know and decide or change the corporate competitive strategy.

As wildly known, 5 Forces analysis has been introduced by Porter, Professor of Harvard Business School. According to Porter (1995), 5 Forces analysis is a method to analyse industrial structure from the 5 decisive factors for the profitability of the industry in question, namely 3 internal factors (bargaining power of suppliers, bargaining power of customers, competitive rivalry within an industry) and 2 external factors (threat of new entrants, threat of substitute products). It means that the stronger the forces are, the less attractive the market is. I am going to check each factor to apply on that of current Toyota step by step.

(1) Bargaining Power of Suppliers
When the suppliers of raw materials or components have strong negotiating power the company’s profitability tends to be low. Especially, when the suppliers enjoy monopolistic positions or patent backed technologies the company has to accept the high prices. 

In case of Toyota, the company does not feel little threat from its suppliers (Kuwabara, 2019). Especially in Aichi area where the HQ is located, the suppliers almost fully rely on Toyota, and for most of them Toyota is an only buyer. If Toyota stops the businesses with them, it is quite obvious that they must be bankrupt immediately. So, in this point, the force is very weak against Toyota and its position is far from threatening.

(2) Bargaining Power of Customers
When the power of customers or users is comparatively strong the seller tends to be required huge discounts and can hardly make profits. It is natural that in case there is a superior buyer over seller, the seller can make only the limited amount of profits. 

Applying this point to Toyota, for the customers, the switching cost is not very high, a car itself generally is not very differentiated and handsome product information is easy to obtain. Many customers can change easily from Toyota car to BMW or Mercedes car, based on the brand Image, price, information from the Internet, reputation and so on. Toyota may have a priority in Japan mainly because the repairing cost is very low compared with BMW or Mercedes but it is not applicable overseas market. Toyota need to announce more in the overseas market, for instance, particularly about its financial strength / stability, quality and up-to-date technology of electric vehicle / automated driving that the wealth organizations and individuals are currently demanding.

(3) Competitive Rivalry Within Industry
We have to consider other competitors within the same market as Toyota is. Generally speaking, the more the market is monopolized the more competition tends to be gentle. In case there are many similar sized entities included, high fixed cost but the supply is excessive, or hard to exit the market, the competition is generally severe.

As to Toyota, it is devastatingly strong in the national market as an undeniable leading company there. Nissan is ranked 2nd by its revenue and sales units but those figures are only 1 fourths of those of Toyota’s. It may tell us that the competition in the national level market is not difficult and actually Toyota has enjoyed its stable position in the market for a long time. However, in the global market, Toyota is facing close-run competition with Volks Wagen (VW) and their differences of revenues and sales units are very narrow. It is like a two-party system and Toyota need not to worry about competition on the global level in a short run.

(4) Threat of New Entrants
New entrants, of course, means increase of number of players in the competition, and can change the condition or situation of the competitive market. In the market where the entry is easy, the players normally can not make profits continuously since the new entrants come up very frequently and it causes the decline / shift of the profits.

Not only Toyota but also car industry as a whole is not afraid of this threat, just because initial expenditures to establish a car manufacturer is considerably high for the facilities, human resources, research and development, and so on. It is not very reasonable to foresee any new entrant comes into car industry and competes with Toyota.

(5) Threat of Substitute Products
When another product emerges and it can meet the customers’ satisfaction that the existing product covered, the market profitability may be declined. A cost effective substitute product can easily destroy profitability of the current market handling similar products.

Environmental protection is a huge international trend now and, accordingly, CO2 emission from cars are discussed very often and seriously (Kuwabara, 2019). The people keen to environment and against cars normally choose bicycle, bus, train, or even taxi. Nowadays these can be substitute products for Toyota cars and cars in general. Possession and driving of a gasoline car is gradually being considered problematic, and car industry is required to respond the criticism to realise the sustainability of the industry. The current solutions to those are electronic vehicle and hydrogen car. Toyota is making effort to manufacture and popularize EV. EV is still very expensive and the cities have not yet prepared enough infrastructure for EV. It is certain that Toyota will receive increased recognition if Toyota leads this initiative. However, it is not an issue only toward Toyota but car industry as a whole so the players of the industry should cooperate to tackle with this long standing problem.


4. SWOT Analysis
SWOT analysis is a popular framework to analyse the surrounding external environment (competitor, law, market trend) and internal environment (asset, branding, price, quality), and those are divided into positive aspects and negative ones (Strength, Weakness, Opportunity and Threat) to set up business strategy, marketing decision and / or optimization of corporate resources (Kaneda, 2019).



I am looking through Toyota by using SWOT analysis below.
	
	Strengths
	Weaknesses

	Internal Analysis
	· Strong network with related companies (production) (Takahashi, 2014)
· Enormous cash to do research and development (finance)
· Strong leadership by charismatic management (organization)
	· Brand value is gradually lowering (sales)
· Overseas sales ration is getting large and impact of exchange rate is critical accordingly (finance)
· AI and IoT technology progress is not yet sufficient (technology) (Kuwabara, 2019)



	
	Opportunities
	Threats

	External Analysis
(Microeconomic Level)
	· Environmental protection awareness within the customers
· Purchasing power rise in millennial generations and emerging nations (Noji, 2018)
· Rapid market growths of electronic vehicle and automated driving
	· IT companies entrants into car industry (Kaneda, 2019)
· HR cost rise in emerging nations
· Local population decreased



Based on the result of the above analysis, Toyota can take actions to each assessed section divided by SWOT categories.

(1) ‘Strengths’ and ‘Opportunities’
Toyota should allocate more resources for new technology developments, mainly electronic vehicle and automated driving, together with the related companies.

(2) ‘Weaknesses’ and ‘Opportunities’
Toyota should review productivities of all the models from the customers’ viewpoints to appeal to new customer groups.

(3) ‘Strengths’ and ‘Threats’
Toyota should enhance investments to ventures and cooperate with them in research and development. Then, Toyota will hold new technologies at the early stage, and it will be preparation for competing new entrants from other induistries.

(4) ‘Weaknesses’ and ‘Threats’
Toyota should accelerate its decision making process as a huge companies group and immediately resolve the gap between demands and supplies.


5. Conclusion
I am concluding the discussion by using World Economic Outlook Report (IMF, 2019).

The almost certain and inevitable two issues that Toyota will face in near future in Japan and some other markets are low birth rate (declined population) and aging of society. For instance, in Japan, the number of unit of brand-new car sales was 8 million annually in 1990 but the prediction say it will be 4 million in 2030. As to Toyota, the annual sales is recently around 1.5 million but it is expected to be decreased to 1.3 million in 10 years (Noji, 2018). More or less most developed countries are predicting or facing the same issues. So those are not Toyota specific issues.

Now Toyota is seeking opportunities to emerging nations and even destitute countries to grow also in the coming difficult era (Kuwabara, 2019). Toyota is making efforts to sell the cars to Asian and African nations. A decade ago, those kind of target nations are China, India or Russia but due to rapid and large growths of these countries, now Toyota can sell Lexus to the wealth people of these countries. When they were not such rich they bought Toyota cars. After gaining trust to Toyota car and getting rich, they can choose Lexus. This is one result of Toyota’s efforts to developing nations markets.

In almost all nations with aging populations, the steep rise of car accidents by elderly is a huge social issue. Most countries do not restrict elderly driving only based on the age. It is hard for law to prevent elderly from buying cars or driving cars because the rights of them must also be respected. It is no doubt that one solution to this issue is introduction of automated driving technology. Of course, we need more time until the automated driving cars become familiarized within common people. Before that, we need to set up not only technological matters but also we need laws for that, we have to prepare infrastructures for that, we have to manufacture EV with much lower cost to enable average customers to buy it.

The table B of the statistical appendix of World Economic Outlook report (IMF, 2019) shows stable low unemployment rate in Japan. It is currently only 2.4% and it is predicted that the figures in 2019 and 2020 are unchanged as 2.4%. This is a very positive and decisive factor for Toyota and it can keep the profitability of Toyota even in the era population declined if Toyota will be successful to sustain its market position as it is now. Even if there is a huge population with large ratio of young customers, poor or unemployed people normally can not buy cars, and they can not be customers for Toyota. However, like Japan, in the market where unemployment rate is continuously very low they always have potentials to buy and possess cars. It is a basic premise that they need to be employed to buy cars.

I am very optimistic about the current and future Toyota mainly because Toyota is the only car manufacturer that can produce gasoline cars, hybrid cars, hydrogen cars, EV and automated driving cars by it own.
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